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Cince 1973, economic growth in West- 
^ ern countries has slowed in terms of 
all relevant measuring rods. The phe- 
nomenon has been strikingly general, 
persistent, and large. Average GDP 
growth for the major European econo- 
mies and Japan fell from 5.6 percent in 
1950-73 to 2.1 percent thereafter, and 
for the U.S. from 3.7 to 2.3 percent. 

Because the growth process since 1973 
was interrupted by important recessions 
in 1974-75 and 1980-81, by acceleration 
of inflation, by two oil shocks, and by 
the collapse of the Bretton Woods pay- 
ments system, significant conjuncture! 
elements have clearly played a role in 
the slowdown. Present high levels of Eu- 
ropean unemployment are an indicator 
that output is below potential. It is also 
obvious, however, (see Tables 1 and 2) 
that the postwar golden age, which 
ended in 1973/ was exceptional. If it 
were blotted from memory, performance 


since 1973 would appear less worrisome. 

Table 2, on lalx>r productivity, sug- 
gests quite strongly that there has not 
been a simple reversion to historic 
norms. In Europe and Japan, productiv- 
ity since 1973 has grown much (aster than 
in the eight decades from 1870 to 1950. 
By contrast, UvS. productivity growth 
has fallen well below what was a much 
more stable long-term norm. The post- 
war process of convergence by the five 
follower countries has not been halted 
since 1973, and the productivity gap with 
the U.S. (see Table 3) is now smaller than 
ever. There is no evidence here for the 
notion of Eurosclerosis, which alleges 
that Europe's technical dynamism lags 
behind that of the U.S. One can also see 
that the Japanese growth advantage over 
Europe is much smaller than it was in 
the golden age. 

This paper attempts to throw light on 
the causes of growth acceleration and de- 
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TABLE 1 

Phases of GDP Gkowtii, 1870-1984 
(average annual compound growth rates) 



1 

1870-1913 

11 

1913-50 

111 

1950-73 

IV 

1973-84 

Acceleration 
from Phase II 
to Phase 111 

Slowdown 

from 

PI iu.se HI 
to Phase IV 

France 

1.7 

1.1 

5.1 

2.2 

+4.0 

-2.9 

Germany 

2.8 

1.3 

5.9 

1.7 

+4.0 

-4.2 

Japan 

2.5 

2.2 

9.4 

3.8 

+ 7.2 

-5.0 

Netherlands 

2.1 

2.4 

4.7 

1.0 

+2.3 

-3.1 

U.K. 

1.9 

1.3 

3.0 

1.1 

+ 1.7 

-1.9 

Five country average 

2.2 

1.7 

5.0 

2.1 

+ 4.0 

-3.5 

U.S. 

4.2 

2.8 

3.7 

2.3 

+0.9 

-1.4 


Source: Table A- 1 . 


celeration since 1913 using a simple set 
of comparative growth accounts for the 
five biggest and the largest of the smaller 
capitalist economies. It also reviews the 
methodology used in 15 other similar 
studies. For the postwar period these are 
the pioneer work of Edward Denison 
(1967) on nine countries, Denison and 
William Chung (1976) on Japan and the 
U.S., Laurits Christensen, Dianne Cum- 
mings, and Dale Jorgenson (1980) on 
nine countries, John Kendrick (1981) on 
seven countries, and John Helliwell, Pe- 


ter Sturm, and Gerard Salon (1985) on 
seven countries. None of these has the 
long perspective we seek here. Fortu- 
nately for four of our six countries, there 
are historical studies in this vein: Ken- 
drick (1961, 1973) on the U.S., J-J. 
Carre, P. Dubois, and Edmond Malin- 
vaud (1972) on France, Kazushi Ohkawa 
and Henry' Rosovsky (1973) on Japan, and 
Robin Matthews, Charles Feinstein, and 
John Odling-Smee (1982) on the U.K. 
In addition, there are the four successive 
studies Denison (1962, 1974, 1979, 1985) 


TABLE 2 

Phases of Growth in Laboh Phooi'ctivitv (GDP per Hour Worked), 1870-1984 
(average annual compound growth rates) 


Slowdown 



I 

1870-1913 

II 

1913-50 

11 

1950-73 

IV 

1973-84 

Acceleration 
from Pliase II 
to Phase III 

from 
Phase III 
to Plwse IV 

France 

1.7 

2.0 

5.1 

3.4 

+3.1 

-1.7 

Germany 

1.9 

1.0 


3.0 

+5.0 

-3.0 

Japan 

1.8 

1.7 

7.7 

3.2 

+6.0 

-4.5 

Netherlands 

1.2 

1.7 

4.4 

1.9 

+2.7 

-2.5 

U.K. 

1.2 

1.6 

3.2 

2.4 

+ 1.6 

-0.8 

Five country average 

1.6 

1.6 

5.3 

2.8 

+3.7 

-2.5 

U.S. 

2.0 

2.4 

2.5 

1.0 

+0.1 

-1.5 


Source: Table A-5. 
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TABLE 3 

Compahativk Lkvkij* of Pboijiu.tivity (GDP PKH Hoi'H WoKKF.Ij), 1870-1984 
(U.S. GDP per lnnir worked « 100) 



1870 

1913 

1950 

1973 

1984 

France 

54.7 

49.2 

41.5 

74.7 

97.5 

Germany 

58.9 

55.7 * 

33.6 

72.8 

90.5 

Japan 

19.3 

18.0 

13.9. 

43.8 

55.6 

Netherlands 

105.2 

74.fi 

56.5. . 

87.5 

97.2 

U.K. 

110.9 

80.0 

58.6 

68.8 

80.6 

Five country average 

70.5 

56.2 

40.9 

69.-5 

84.3 

U.S. 

100.0 

100.0 

100.0 

100.0 

100.0 


Sourer: Table A-5. 


has made for U.S. growth back to 1929, 
and the Frank Gollop and Dale Jorgen- 
son (1980) study on U.S. performance 
since 1947. 

The works reviewed here raise most 
of the methodological issues in growth 
accounting, but we do not aspire to cover 
the intellectual origins of this approach 
in full. References to the antecedent lit- 
erature can be found in Maddison (1972) 
and in Christensen, Cummings, and Jor- 
genson (1980). 

The present survey is confined to six 
advanced capitalist countries because for 
these countries it was possible to check 
hypotheses quantitatively against histori- 
cal experience; however, it is desirable 
to extend the coverage of comparative 
studies to countries lower down the scale 
of per capita income and productivity in 
order to throw more light on the nature 
of the convergence process and on the 
“opportunities” or disadvantages of initial 
backwardness. There are, in fact, some 
interesting country studies of this kind: 
Bakul Dholakia (1975) on India, Kwang- 
Suk Kim and joon-Kyung Park (1985) on 
Korea, and Carlos Langoni (1974) on Bra- 
zil. 

Growth accounting of this type can not 
provide a full causal story. It deals with 
“proximate” rather than “ultimate” cau- 
sality and registers the facts about growth 
components; it does not explain the ele- 


ments of policy or circumstance, national 
or international, that underlie them, but 
it does identify which facts need more 
ultimate explanation. This kind of exer- 
cise forces one to merge and match data 
in a way that provides valuable cross- 
checks on the consistency and plausibil- 
ity of the basic growth indicators both 
for individual countries and across coun- 
tries. It is particularly useful in avoiding 
or identifying double counting and in 
tracking down the complex interactions 
among causal components. 

The conqwtrative approach is of great 
value in this field. Hypotheses, estimat- 
ing techniques, and weights that “ex- 
plain” performance reasonably well in a 
single country nfced to be tested in other 
countries where they may well "overex- 
plain” growth experience. 

This technique of diagnosis is most 
valuable when it is transparent. Trans- 
parency is in fact this technique's major 
charm, for although on significant points 
there are large judgmental elements, 
these are not so easily forgotten as they 
may be in econometric analysis. If all the 
steps are identifiW and the statistical ap- 
pendix provides the basic series, the 
reader has building brides for alternate 
hypotheses. There are no iron laws. The 
practitioner can augment, truncate, and 
reshuffle to taste, provided that the “ex- 
planations” of growth are logical, consis- 
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tent, and transparent. This is why the 
present paper sticks to simple, standard- 
ized, and rather conservative hypotheses 
throughout, so that the impact of a 
change in assumptions for a particular 
growth component can be readily traced 
on a cross-country basis. 

Growth accounts can be organized in 
several ways to serve different purposes, 
In Denison (1967) the main objective was 
to explore why growth rates differed 
among countries. The analysis was con- 
centrated on the period 1950-62, and the 
accounting covered differences in level 
of performance as well as growth rates. 

In the most general form of the ac- 
counts, the main item around which the 
detailed explication is built is total output 
(which can lie measured in different 
ways, as can be seen below), but if one 
wants to abstract from differences in de- 
mography, activity rates, and working 
hours, the same basic material can be 
recast as productivity accounts, where la- 
bor productivity is the central point. This 
approach can be used to give more em- 
phasis to problems of technical progress. 

For medium-term conjunctural analy- 
sis one can complement the “actual” ac- 
counts with an alternative set of counter- 
factual “potential output” accounts. The 
:»nfrontation of the two can help identify 
he losses from macropolicy mistakes or 
external shocks, as in 1973-84. 

Over longer periods, the accounts can 
be recast as measures of growth accelera- 
tion or slowdown, and in this form can 
help identify the distinctive features of 
growth momentum in the different 
chases of development. 

This latter approach is used here, as 
me of our interests is in diagnosing the 
najor . changes in momentum, which 
tave been a feature of twentieth-century 
apitaHst development. The timing of 
)ese changes has been very similar in 
til the countries considered here, and 
ie generality ef the acceleration/ slow- 


down phenomena is very striking. This 
can be seen very clearly in Table 21 
where only 15 of the 90 growth compo- 
nents were negative in the acceleration 
phase, and in Table 22 where only 8 of 
the 90 components were positive in the 
slowdown phase. 

The second main feature of the present 
analysis is a concern with the nature of 
the convergence process, in which the 
follower countries have l>een catching up 
with the leader, the U.S. This process 
has lasted now for four decades, and its 
nature is important not only for these 
countries but for countries at much lower 
levels of productivity and per capita real 
income. 

To study convergence problems folly, 
the accounts should show levels of perfor- 
mance as well as growth rates. This as- 
pect is not developed extensively here, 
but levels of real output and productivity 
are shown corrected for differences in 
purchasing jx>wer of currencies, and Ta- 
ble 13 shows rough estimates of this kind 
for levels of capital stock and some other 
relevant magnitudes. 

The present estimates cover the period 
1913-84, dividing it into three major 
phases: 1913-50, 1950-73, and 1973-84. 
Each of the phases in this periodization 
shows distinctly different features. The 
use of 1973 as a turning point is hardly 
controversial. Most observers of the 
slowdown phenomenon use it, for exam- 
ple, Denison (1985), Federal Reserve 
Bank of Boston (1980), Shlomo Maital 
and Noah Meltz (1980), Kendrick (1981, 
1984), Assar Lindbeck (1983), Henning 
Klodt (1984), and William Baumol and 
Kenneth McLennan (1985). The year 
1950 was chosen as the !>eginning of the 
postwar period, because it was a year in 
which reconstruction was reasonably 
complete; however, in the case of Ger- 
many and Japan there was still substantial 
underuse of labor and capital for which 
allowance has to be made. Some readers 
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may therefore wish to compare 1973-84 
; with a shorter part of the golden age, 
say 1960-73. The period 1913-50 has its 
unity only as a time of troubles including 
' two world wars and the Great Depres- 
. sion, so one could arguably try to break 
[ it down into smaller units. It is regretta- 
! ble that the 1870-1913 period cannot yet 
i be put into this framework because of 
gaps in the capital stock estimates and 
in the disaggregation of GDP by sector. 
Space did not permit presentation of an- 
nual estimates, but for several key magni- 
tudes they can be found in Maddison 
(1982). 

I. Labor Productivity 

The oldest index of productivity 

growth is that for labor productivity, II J , 

defined as the difference between the 

• 

compound rate of increase in output, O, 
and the rate of increase in labor input, 

L 

11 1 = 6 ~ L 

This indicator has considerable attrac- 
tions in an economy where lalior pro- 
ductivity growth is stable in the long 
term and where a major social concern 
is with the level of employment. It is a 
better measure of long-term technical 
“progress” or welfare than GDP, which 
is affected by differences in demographic 
dynamism, or GDP per head of popula- 
tion, which takes no account of working 
hours per person, which have declined 
by almost half over the past century, or 
of employment rates. 

There are two statistical prerequisites 
for this ratio — measures of output and 
labor input. 

A. The Output Measure 

Growth accountancy is indebted to 
pioneers like Colin Clark, Richard Stone, 
and Simon Kuzn'ets who developed the 
conceptual framework of national ac- 


counts, to scholars who have made histor- 
ical estimates, to governments who have 
made official estimates for the postwar 
period, and to OECD for publishing 
these official estimates in comparable 
form. As productivity analysis involves 
Comparisons of levels as well as growth, 
we are also indebted to those (mainly 
Milton Gilbert- and Irving Kravis) who 
developed techniques for correcting ex- 
change rate comparisons for purchasing 
power parities, and the OECD, which 
now publishes such estimates on an an- 
nual basis. The most easily available ag- 
gregate for comparative purposes is gross 
domestic product (GDP), which reflects 
the whole spectrum of domestic produc- 
tion. This is what I have used here, and 
this is also true of Matthews, Feinstein, 
and Odling-Smee (1982) and Carr£, Du- 
bois, and Malinvaud (1976). Denison 
(1967) used net national product (which 
includes income from abroad), and he 
and Kendrick (1961) showed both private 
and total versions of this latter measure 
as did Denison and Chung (1976). Oh- 
kawa and Rosovsky (1973) analyzed agri- 
cultural and private nonagricultural 
products separately. 

In most sectors of the economy, output 
is produced by both labor and capital, 
but the housing and government sectors 
are rather special. The income flow from 
housing is virtually all a return on capital 
and very little labor is involved. Con- 
versely, with government activity, as 
conventionally measured, virtually all 
the income flow is from labor. Although 
governments own substantial capital as- 
sets, there is generally little operating 
profit on these, and even depreciation 
may be significantly understated. For 
these reasons, and also because of the 
limited character of market pricing here, 
the housing and government sectors are 
often excluded from growth accounts. 

The choice of one national accounting 
aggregate rather than another should not 
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be a significant matter of controversy as 
long as the aggregate used is the same 
for all the countries in the comparison, 
but there is a considerable difference in 
the level of the different aggregates, 
which must be kept in mind in comparing 
results of different authors. The first nine 
columns of Table 4 show different aggre- 
gates derivable on a consistent basis from 
the OECD national accounts, which 
might all be candidates for growth-ac- 
counting purposes. This paper uses esti- 
mates based on the column 3 concept. 
Kendrick (1981) uses a column 5 aggre- 
gate and Denison (1967) a column 7 ag- 
gregate. In fact the growth movements 
for all the first nine aggregates are re- 
markably similar. In practice the main 
impact of using different aggregates 
arises when they are used as a denomina- 
tor for the factor weights. 

The last column of Table 4 shows the 
aggregate used by Christensen, Cum- 
mings, and Jorgenson (1980), who ex- 
clude government but augment GDP to 
impute a service flow from consumer du- 
rables and who use price conventions 
that represent neither factor cost nor 
market prices but depend on their assess- 
ment of the incidence of taxes. Indirect 
taxes “unrelated to factor outlay” are ex- 
cluded, but some others such as property 
taxes are included. While the variation 
between the first nine columns of Table 
4 is fairly systematic across countries, this 
is not true of column 10 where the 
French aggregate is 9 percent higher 
than GDP at fkctor cost and the Nether- 
lands aggregate is 5 percent below. 

Table 4 is not an exhaustive listing. 
Helliwell, Sturm, and Salou (1985) adjust 
GDP to include the impact of net 
changes in energy imports because they 
treat energy as a factor of production. 
In an exploratory study, Kendrick (1976) 
took a particularly broad view of capital 
formation and 'total output. He aug- 
mented 1969 U.S. GNP by 34 percent 


by imputing rentals on consumer dura- 
bles, inventories, government capital, 
and intangibles such as R and D and 
earnings foregone by students, none of 
which are included in the conventional 
national accounts. 

B. Labor Input 

Construction of lalxnr productivity in- 
volves the merger of several sources of 
data on employment, weekly working 
hours, and time off for holidays, sickness, 
strikes, etc. , to arrive at total labor input 
(see Tables A- 10 and A-ll and Maddison 
1980a on the items required to measure 
hours). 

II. Capital Productivity 

The next major step in productivity 
analysis came with the development of 
capital stock measures using the perpet- 
ual inventory method developed by Ray- 
mond Goldsmith for cumulating succes- 
sive increments of capital stock. A 
prerequisite for such capital stock mea- 
sures is historical estimates of investment 
and reasonable price deflators, so esti- 
mates of this kind did not l>egin to appear 
in a form suitable for cross-country com- 
parison until the 1960s, and even now 
only three of our six countries (Germany, 
the U.K., and U-S.) publish official com- 
prehensive estimates of this kind. These 
measures represent a great step forward 
for growth analysts compared with the 
investment to incremental output ratio 
(ICOR) which was in use in the 1950s. 

The capital (K) productivity index 

h 2 « 6 - k 

produces quite different results from that 
for labor. Labor productivity seldom de- 
clines even on an annual lutis, and in 
the long run is always positive whereas 
capital productivity is only mildly posi- 
tive and can be substantially negative in 
depressed business conditions, such as 
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long as the aggregate used is the same 
for all the countries in the comparison, 
but there is a considerable difference in 
the level of the- different aggregates, 
which must be kept in mind in comparing 
results of different authors. The first nine 
columns of Table 4 show diffeient aggre- 
gates derivable on a consistent basis from 
the OECD national accounts, which 
might all be candidates for growth-ac- 
counting purposes. This pajier uses esti- 
mates based on the column 3 concept. 
Kendrick (1981) uses a column 5 aggre- 
gate and Denison (1967) a column 7 ag- 
gregate. In fact the growth movements 
for nl) the first nine aggregates are re- 
markably similar. In practice tin* main 
impact of using different aggregates 
arises when they are used as a denomina- 
tor for the factor weights. 

The last column of Table 4 shows tin- 
aggregate used by Christensen, Cum- 
mings, and Jorgenson (1980), who ex- 
clude government but augment GDI* to 
impute a service flow from consumer du- 
rables and who use price conventions 
that represent neither factor cost nor 
market prices but depend on their assess- 
ment of the incidence of taxes. Indirect 
taxes “unrelated to factor outlay" are ex- 
cluded, but some others such as property 
taxes arc included. While the variation 
between the first nine columns of Table 
4 is fairly systematic across countries, this 
is not true of column 10 where the 
French aggregate is 9 percent higher 
than GDP at factor cost and the Nether- 
lands aggregate is 5 percent below. 

Table 4 is not an exhaustive listing. 
Helliwell, Sturm, and Salon (1985) adjust 
GDP to include the impact of net 
changes in energy imports liecause they 
treat energy as a factor of production. 
In an exploratory study, Kendrick (1976) 
took a particularly broad view of capital 
formation and total output. He aug- 
mented 1969 U.S. GNP by 34 percent 


by imputing rentals on consumer dura- 
bles, inventories, government capital, 
and intangibles such as R and D and 
earnings foregone by students, none of 
which an* included in the conventional 
national accounts. 

B. iMhor Input 

Construction of labor productivity in- 
volves the merger of several sources of 
data on employment, weekly working 
hours, and time off for holidays, sickness, 
strikes, etc., to arrive at total lal>or input 
(see Tables A-10 and A-U and Maddison 
1980a on the items required to measure 
hours). 

II. Capital Productivity 

The next major step in productivity 
analysis came with the development of 
capital stock measures using the perpet- 
ual inventory method developed In Ray- 
mond Goldsmith for cumulating succes- 
sive increments of capital stock. A 
prerequisite lor such capital stink mea- 
sures is historical estimates of investment 
and reasonable price deflators. > 
mates of this kind did not begii 
in a form suitable for cross-cm 
parison until the 1960s. and 
only three of our six countries 
the I'.K., and l .S.) publish ot 
prehensive estimates of this kn. 
measures represent a great step lots-, 
for growth analvsts compared with the 
investment to incremental output ratio 
(1COH) which was in use in the 1950s. 

The* capital (K) productivity index 

11 - = O - K 

produces quite different results from that 
for labor. Dibor productivity seldom de- 
clines even on an annual basis, and in 
the long run is always positive whereas 
capital productivity is only mildly posi- 
tive ami can be substantially negative in 
depressed business conditions, such as 
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TAB1.E 5 

Caimtu. PiioniKTivm Ghow-iii. 191.1 SI 
(annual iiwr.i£<’ <i>tiiponn<i Rmwtli r;itr.s) 


191.150 

1 950-7; 

1 197,3-84 

1913-84 

1‘Yaiut* 

0. 12 

1.50 

-1.82 

0.23 

(■crmiili) 

0.50 

0.57 

-1 71 

0.20 

Julian 

<1.09 

1.39 

-3.41 

0.28 

Nellirrtumls 

0.31 

0.85 

-1.83 

0 15 

I'.K. 

0 13 

-0.26 

-1.45 

-0.24 

U.S. 

0.96 

0.34 

-0.47 

0.55 

A vn rant- 

0.46 

0.73 

- 1.78 

0.20 

Souii<‘. I)cm 

tn! tmm Tallies A-l 

;nul A-15. 



those since 1973 (see Table 5). The close 
correlation between capital and output 
movements over the long run is the rea- 
son simple regressions find capital such 
a powerful explanation of growth. 

Over the long term the gross capital 
stock (i.e., cumulated gross investment 
minus scrapping) and net capital stock 
(i.e., cumulated gross investment minus 
depreciation) indexes tend to move in a 
similar way (though the level of the net 
stock is of course smaller), but when capi- 
tal formation is accelerating, as in 1950- 
73, the net stock grows faster than the 
gross, and, when capital growth slows 
down, as in 1973-84, the gross stock 
grows faster than the net (see Raymond 
Goldsmith 1962 and Michael Ward 1976 
for the algebra and Tables A-15 to A-18 
l>eIow for the figures). 

The movement in gross capital stock 
gives a somewhat exaggerated represen- 
tation of changes in capital’s ability to 
contribute to production. An automobile 
is counted at its purchase value in the 
gross stock until it is scrapped. The car 
will indeed perform its physical function 
to the end but its reliability will decline 
and it will need increasing maintenance. 
By contrast, the net stock represents the 
discounted value of the car to its owner, 
but the declining second-hand value 


overstates the decline in functional attri- 
butes. The car’s contribution to current 
production is much closer to the gross 
than the net valuation. 1 have therefore 
used the gross stock to measure capital 
input, but figures on net stock move- 
ments are given in the statistical appen- 
dix (Tables A-15 to A-18). 

Denison (1967) takes a simple average 
of gross and net stock. Kendrick (1961, 
1973) and Matthews. Feinstein, and 
Odling-Smee (1982) show both concepts 
separately; Ohkawa and Rosovsky vise 
gross stock, Carre, Dubois, and Malin- 
vaud net stock. 

In some growth-accounting exercises, 
for example, in three of the historical 
country monographs, the individual 
items in the capital stock are weighted 
at their asset values, and it is assumed 
that the stock thus calculated provides a 
proxy measure of the potential service 
How derivable from the assets; however, 
the service flow is better approximated 
by using rental rather than asset weights, 
particularly when the structure of the 
gross capital stock is changing between 
assets with different service lives. There 
has in fact been a long-term increase in 
the share of shorter-lived assets (compare 
the growth of structures and equipment 
in Table A-17), and this means that the 
growth in the potential service flow has 
been bigger than the growth of the gross 
stock at asset values. The point is clear 
if one considers two assets such as a 
house and a car. A $1(X),(XX) house has 
an asset value ten times as big as a 
$1(),(XX) car, but the annual rental value 
of the house might well l>e as low as 5 
percent whereas for the ear it might be 
30 percent (as the annual ear rental must 
cover a much bigger element of deprecia- 
tion than in the case of the house). Thus 
the rental weights would be in the ratio 
of 5:3 compared with 10:1 for the asset 
ratio. 

In Table 5, on capital productivity 
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growth (ll 2 ), asset weights were used for 
capital, but in measuring ll 1 , ll 4 , and 
II 5 below, I used what amounts to rental 
weights for the two major categories, res- 
idential and nonresidential capital, and 
the average difference between the “cap- 
ital quantity” thus measured and the 
growth of the two types of capital amalga- 
mated at asset weights (Table A-15) is 
0.2 percent a year for the six countries. 
However, we could not use rental 
weights systematically for different kinds 
of nonresidential assets because no 
breakdown was available for some of the 
countries. In this respect, the growth of 
“capital quantity is understated here. 

Kendrick (1961) was the first analyst 
to show figures at Ixith net asset anti net 
rental weights. He called the first magni- 
tude the “capital stock" anti the second 
“capital input." For the 68-year period 
from 1889 to 1957 his figures for the “na- 
tional economy" show U.S. capital stock 
increasing at a compound rate of 2.54 
per annum whereas his “capital input" 
grew somewhat faster, at 2.74 per annum 
(see pp. 320-22 and 328-31). Kendrick 
did not use rentals by asset type hut by 
industry of use; otherwise the* difference 
between the two concepts might well 
have been larger. It would certainly lx* 
larger if he had used gross weights be- 
cause these include depreciation provi- 
sions that vary much more lx*tween as- 
sets than the net return. 

Christensen, Cummings, and Jorgen- 
son (1980) also draw attention to the dif- 
ference between asset and rental 
weights, and the difference between the 
two is a g<xxl deal larger in their study 
than in Kendrick (1961). Their average 
capital stock growth rate for tin* six coun- 
tries is 5. 1 percent per annum (see Table 
6) and their capital input grows at 6.2 
percent. There are two main reasons why 
their differential is bigger than Ken- 
drick’s. First, they use gross weights; sec- 
ond, they include consumer durables 


TAHI.E 6 

Movement in Piiivatf. Domestic Oamtai. 

Stock I'sim. Ai.ikhisatk WkK.irrs, 1950-73 
(annual average com pound growth rates) 


Asset 

Weights 

Itental 

Weights 

Difference 

France 

4.68 

5.76 

1 08 

Clermatiy 

li.95 

7.24 

0.29 

Japan* 

7.35 

9.48 

2 13 

Ni'IIutUkIs 1, 

4. Hi 

5.70 

1.54 

I'.K ■ 

4 04 

1.69 

0.65 

k'.S 

3 15(3.11) 

4.15(4.39) 

I (KM 28i 


Sourer. Christensen. (uiniiniiutv and Jorgenson t]9S0 
pp. 054 80i. Hu m- were compiled separately lor seven 
asset classes lor the private sector, t hut is. (xniMiincr 
durables, producer durables, residential structures, mum 
i esu Initial structures, land, faun inventories, and non- 
larin inventories. Kuril ol the seven classes is broken 
down hv four ownership setters, with adjustment for 
their different tax burdens, that is corporate business 
iioni orjiorate business, households and nonprofit institu- 
tions i see pp 619-22' so there are 28 categories of 
capital in their atxnimts Flumes in parentheses for the 
I S are from (lollop and Jorueiison i 1980 p *s7 Here 
there ale sis asset tlasses. as larm and iioufarm luvrutn 
ries .ire merited, ami three ownership sei tors as house- 
holds ami iionproht institutions are merited Howevei. 
the stocks are dis.tccrei> it. d 
aie 91S eatei’ories . 1 
1 1952-7 !. L I Hu I 


thut have rel.il i 
sons are hit'll o 
of a price cons 
of national aceom.i 

different levels of aggng.it ion. in ■ j * ■ 
enthetie (iollop and Jorgenson il9S0> fig- 
ures lor the l . S. in Table 6, the e\en 
wider spread between the two concepts 
is perhaps duo to the use in that study 
of an extra rapid (double declining bal- 
ance) replacement pattern. 

With the exception of Dutch residen- 
tial capital and French residential capital 
from 1966 onward, all the capital sttx*k 
estimates presented in this paper were 
derived hv the perpetual inventory tech- 
nique and are more comparable than 
those Denison had to use for some conn- 



658 


Journal of Economic Literature, Vol. XXV (June 1987 ) 


tries in 1967. There are still differences 
in assumptions between countries in as- 
set lives, scrapping patterns, deprecia- 
tion formulas, techniques of price defla- 
tion, and years used as benchmarks for 
weighting purposes (see Maddison 1982, 
pp. 214-32, for a more detailed analysis 
of the significance of these variations). 
Differences in growth of capital stock be- 
tween countries should therefore be 
taken only as rough orders of magnitude, 
and improvement of the historical capital 
stock estimates is obviously a major prior- 
ity for better comparative growth analy- 
sis. 

III. Joint Factor Productivity 

Once the capital stock is available the 
next step in growth accounting is an in- 
dex of joint factor productivity, II 3 , con- 
structed by weighting together the con- 
tribution of labor and capital: 

H 3 - 6 - aL - (1 - a)K. 

The first comparative approach of this 
kind was made by Jan Tinbergen in 1942 
with crude estimates for 1870-1914 for 
France, Germany, the U.K., and the 
U.S. He gave capital a weight of 0.25 
and labor 0.75 using Paul Douglas’ earlier 
results from production functions where 
the two weights were constrained to add 
to 1 (see Douglas 1948). 

The first comprehensive modem study 
in this field was Kendrick (1961). Ken- 
drick and the authors of all the subse- 
quent historical country monographs 
have used factor shares in GDP (or in 
whatever aggregate they used to measure 
output) as labor and capital weights for 
their joint factor productivity measures, 
on the grounds that in neoclassical distri- 
bution theory these represent rewards 
proportional to the contribution of labor 
and capital to production. 

One has only to look at the empirical 
basis from which the weights are derived 


to see that the neoclassical assumptions 
are very crude. Table 7 gives a break- 
down of average income shares of GDP 
at factor cost for the six countries taken 
from the OECD(d) for 1973-82. 

The first item is rents for dwellings, 
including depreciation. In all the coun- 
tries, there are various kinds of rent con- 
trol and subsidies either to tenants or 
proprietors that change over time and 
make the market imperfect. Even with- 
out these, this is a sector with fairly long- 
term private contracts that react with 
long lags to changes in inflation, mort- 
gage rates, and so on. Filially, one should 
note that a large part (often more than 
half) of these incomes has to be imputed, 
because the houses are occupied by their 
owners. 

The second item of capital income is 
depreciation that is derived by national 
income statisticians using guidelines 
drawn partly from direct estimates of as- 
set lives and partly from the legal provi- 
sions for tax relief. These estimates are 
therefore very crude. 

The third item of capital income is the 
operating surplus on non residential capi- 
tal. This has to be calculated after elimi- 
nation of the labor component of incomes 
of self-employed persons, whose incomes 
are mixed and are included with the op- 
erating surplus in the national accounts. 
The estimates of the labor income of the 
self-employed in Table 7 were based on 
the common assumption that their per 
capita labor compensation was the same 
as the average for wage and salary earn- 
ers. 

Government-owned assets form a sub- 
stantial part of the capital stock figures 
we have used. In 1984, the government 
share of nonresidential fixed assets (gen- 
eral government and government enter- 
prises combined) was 30 percent in Ger- 
many, 38 percent in japan, 22 percent 
in the Netherlands, 42 percent in the 
U.K., and 30 percent in the U.S. How- 
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TABI.K7 

Dkhivation or Cai-itai. and Iaiioii Siiakks in CIDF at Facioh Covr (Avkkaci- koh 197.T-82' 

(iMTU'lltUKC III GDI') 



Kent and Imputed 
Knit on Dwellings 
(lncliidiii|> 
Depreciation) 

Depreciation on 
Nonresidnitial 
Capital 

Ofjeratiiij' 

Surplus on 
Niuiresklenti.i] 
Capital 

Total 

Capital 

Share 

France 

6.9 

10. 8 

12 8 

.10 5 

(ioriiiaiiv 

6.2 

10.1 

It. 7 

.10 0 

J.ipan 

fi.7 

12.5 

10 0 

29 2 

Netherlands 

5.2 

9.0 

14.5 

29 6 

r k. 

6.1) 

It 1 

6.4 

25 5 

u s. 

8.7 

12 .1 

5.7 

2b. 7 

Average 

6.6 

11 1 

JO. 5 

25 6 


Imputed i~i]>or 
income of Sell 

Wages and 

Kinplowr 
( 'oiitriluitiofis 
lot Si leia) 

Seeiints 

Pi is ate 

Pensions 

Total 


F.mpli ised 

Salaries 

and \\ ell, tie 

5li.ue 

Fiance 

7.7 

45 7 

16 1 

69 5 

< -erinaiu 

7 

52. 1 

II 2 

70 0 

Japan 

14.1 

50 S 

5 9 

76 5 

Netherlands 

7 0 

45,9 

14 5 

4 

I'.k. 

6 :} 

59 5 

S 7 

7) 5 

I'.S. 

6.2 

56.9 

lit 2 

7 > > 

Averaue 

S (1 

52 A 

II 1 


Sinner. OF'.CDld) 

and national souiei-s 

lor ( iDI* eniM]>ni]f ills 

Pio|soi tion >•! 


niipIfiMiiciit .in* li 

>in ( )K( .'!)»«• i 





ever, no income is imputed in the na- 
tional accounts (column 3 of Table 7) for 
general government assets such as roads, 
schools, or public buildings. Income 
from government enterprises, which is 
included, is often depressed by a ten- 
dency to underprice their output. 

The fourth column of Table 7 is the 
sum of the first three columns, and repre- 
sents the total capital share. 

The lalior share has three components: 
the imputed lal>or incomes of the self-em- 
ployed; wages and salaries; and employer 
contributions to social security, private 
pensions, and welfare. The latter are only 


very partialis d< u > 

gaining, and it should in u.iu ...... . 

that wages and salaries are also affected 
by government regulation and b\ re- 
quirements that thes include pu\ incut 
for holidas s. 

Table 7 shows a total capital weight 
for 1973-62 which averages 2V6 with a 
dispersion around the average that is not 
too big. The capital share was somewhat 
depressed in this period. Wo were not 
able to make a comparable estimate for 
1950-73 as a whole, but the figure for 
1960-73 was almut 32 percent. 

Table <S slums the weights list'd in 
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TABLE 8 

AlTKKNVTIVK CAPITAL WkICIITS I'OII ESTIMATES OK PosTWAK TOTAL FaI.TOH PHOIJlK.TIVin 
(percentages of the |iertineiit aggregate) 






Helliwell, Sturm. 

Christensen. Cummings. 





and Salou: Share 

and Jorgenson. 


Denison. 


Kendrick: 

of Cross 

Share of Augmented 


Share of Net Share of ( Iross 

Share of Cross 

Capital Income 

(.'apital Income in 


Capital I m-t nm* (! 

apital Income 

C 'apital Income 

and Energy Inputs 

Augmented Private 


in Net National 

in GDI' at 

in Private CNF 

in CDF pins 

Domestic Product 


I’roduel at Factor 

Factor < lost 

at Factor Cost 

F.nergs Imports 

at Composite 


Cost (1950-62) 

( 1973-82) 

t 1960-79) 

(1962-82) 

Prices (1950- 73) 

France 

28.0 

50.5 

58.2 

41.0 

40.3 

Germans 

26.3 

50.0 

54.9 

41.0 

88 6 

Ja|WII 

23.7‘ 

29,2 

33. ( 

58 U h 

39.2* 

Netherlands 

20.0 

29.0 

— 


44. 6' 1 

ILK. 

22.2 

25.5 

54 8 

38.0 

.38 5" 

I'.S 

21.4 

26.7 

37.1 

36.0 

40.5 

Average 

23.7 

28.6 

35 7 

38.9 

10.3 

Source. First column from Denison (1967. p. .58). 

and. for Japan. 

from Denison and Cln 

ling |I976, p. 30). second 

column from Table 7 above; third 

column from 

Kendrick (1981. 

p. 127) lie used (igu 

res from an unpublished 


OECD re]K>rt that reler to 1970 ami applied this 1070 weight for Ixith his periods 1960-73 ami 1973 .9 (pp. 140- 
41): fourth column from Helliwell, Sturm, and Salmi (1985, p. 163), filth colmm) Irom (.hristcnscii. Cummings, 
and Jorgenson (1980, p. 020), 

J 19.52 82: 11 1967-82. * 1952 7:1, 11 1951-79: 1 1955 75. 


some other comparative studies. Deni- 
son’s weights are the lowest because 
he measures output net of depreciation; 
Christensen, Cummings, and Jorgenson 
(1980) have the highest weight because 
they augment capital to include con- 
sumer durables. Helliwell, Sturm, and 
Salou (1985) also have augmented 
weights, and Kendrick (1981) has high 
weights because he excludes government 
(which has little capital income relative 
to its share of product). 

For earlier years, the four country 
monographs (see Table 9) show an aver- 
age weight for capital over the whole pe- 
riod they cover of 34 percent, with a dis- 
tinct tendency for the weight of capital 
to fall over time. 

The change in weights over time; par- 
tially reflects underlying real forces such 
as the change in factor prices, which pro- 
vides a legitimate reason for using differ- 


ent weights for different pcrkxls; how- 
ever, given the crudeness of the statis- 
tics, the possible distortion involved be- 
cause of the large decline in the relative 
importance of income from self-employ- 
ment, the increasing legislative squeeze 
on property shares, and the rising share 
of government-owned assets, on which 
rental income is very small, it seemed 
wise to use the same capital weight for 
all our periods and countries. 

Because (JDP is our measure of out- 
put, and capital stock is on a gross basis, 
gross weights are the most appropriate 
for our purpose. We have therefore given 
capital a weight of 30 percent in total, 
with 7 percent for residential capital and 
23 percent for other forms. This is a little 
higher than the figures for 1973-82 in 
Table 7, but the capital share was de- 
pressed somewhat in that period. 

We did not include land and invento- 
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TABI.K 9 

Wkiciits Uskd vom Daiitai. in Tina Factum I*kuijuitiviti Mkaschks in mt. Histohh.ai. Momm.hahis 


Frame Gross weinlits, 28 |x-r<vnt liirmiKliout (Carre. Itiilxiis. and Malinvaud 1972, p. 248) 

Japan Gross weights, 40 |X*rci‘iit for 1914-48, 41 percent lor 1954-64 lor private iioiugneulttiral output 

(Olikuwa and Kosov .sky 197.4, pp. 416-17) 

t'K. Gross weights. 41 percent for 1856-74, 44 |x-rcrnt lor 1874-1914, .44 percent for 1914-51, 27 percent 

for 1951-74 (Matthews, Feinstein, and (Millin'- Since 1982. p. 208) 

U S. Ni'l weights. 45 |M-rceiit for 1899-1919, 25 pereent for 1919-54 for the national economy (Kendrick 

1961, p. 85). Tin* revised figure for 1929-51 in (Kendrick 1974, p. 174) averaged 29 pereent. 


ries in the capital estimates for lack of 
data. 

IV. Augmentation of Factor Inputs 

Although the total factor productivity 
approach was a big leap forward in 
growth analysis, it was clear that a good 
deal remained unexplained. Kendrick 
(1961) accounted tor less than half of lb S. 
growth in the period 1869-1957, and sub- 
sequent investigators have therefore 
tried to reduce the size of the productiv- 
ity component by “augmenting esti- 
mates of factor input. Where K* is "aug- 
mented” capital, and b* is "augmented 
labor, the formula became: 

fl * = 6 - aL* - (1 - a )K* . 

A. Augmenting Ijdtor Input 

Kendrick had already distinguished 
between the growth of working hours ami 
the growth of "labor input," because he 
weighted working hours in different in- 
dustries by their relative average earn- 
ings. This "augmented lalvor input very 
little, but under the influence of Theo- 
dore Schultz (1961), Denison in his first 
study for the U.S. (1962) quickly incorpo- 
rated a sizable adjustment for improve- 
ment in educational quality. He also 
made adjustments for changes in the age- 
sex composition of employment. Both of 
these practices have now liecome general 
in multifactor growth analysis, though 


the old partial measure of labor pro- 
ductivity is almost never expressed with 
the new augmented denominator. 

Virtually all subsequent analysts have 
taken over the age-sex and education ad- 
justments in one form or other. Here we 
made no age adjustment because age fig- 
ures and age-earnings differentials were 
not reliable for the 1913-50 period. A 
0.6 weight was applied to female employ- 
ment. For education it is generally ac- 
cepted that some of the wage differential 
by level of education represents rewards 
for intelligence, family connections, or 
the impact of cr< «!*■■ ‘ ' •' 

public sector 
some compi 
weights is w.c 
education lc\. 

12. In moxin- 
of education. ii 
compressed ditfeii i 
broadly similar to Denison ii.nii .>» . 
Maddison (1976) for a discussion of the 
complex role of education, and see 
Cleorge Psacharopoulos (198-4' for a dis- 
cussion of various techniques of measure- 
ment. 

A more controversial innovation by 
Denison (1962' was his assumption that 
there is a compensatory increase in work 
intensity that jwrtially offsets declines in 
working hours. Denison assumed that 
above 2,529 hours a year, reductions in 
work time are fully compensated for by 
increased work intensity, and that below 
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1,762 hours there is no compensating off- 
set. In between, there was a varying and 
partial offset. In later studies, Denison 
refined this assumption for different cate- 
gories of worker. 

This large quality effect seems ques- 
tionable over the long term. In the short 
term, a cut in working hours with no cor- 
responding wage reduction may stimu- 
late worker effort and managerial effi- 
ciency. But these effects wear off as the 
memory of the old situation fades. Com- 
pared with their grandparents, people 
now have long holidays, two-day week- 
ends, shorter weekly hours, easy facili- 
ties for sickness absence, greater security 
of employment, more human relations 
with foremen and supervisors. Their 
work is less fatiguing, but a lot of the 
extra reserve of energy goes into leisure 
pursuits like jogging, skiing, and wind 
surfing rather than in work effort. 1 have 
therefore simply assumed that cuts in 
working hours lead to an equiproportion- 
ate cut in labor input. 

Matthews, Feinstein, and Odling-Smee 
(1982, p. 104) have followed Denison’s 
lead in assuming a work intensity effect; 
Ohkawa and Rosovsky (1973) ignore it, 
and Carrd, Dubois, and Malinvaud 
(1972, p. 95) acknowledge that it may 
play a role, but do not measure it. It is 
ignored by Kendrick (1981), by Christen- 
sen, Cummings, and Jorgensen (1980), 
and by Heliiwell, Sturm, and Salou 
(1985). 

B. Augmenting Capital Input 

In 1962 Robert Solow suggested in- 
corporation of a hypothetical quality im- 
provement in successive vintages of capi- 
tal on the grounds that physical 
investment is the prime vehicle by which 
technical progress is realized. He over- 
stated the case in assuming, by way of 
illustration, “that new technology could 
be introduced into the production pro- 
cess only through gross investment in 
new plant and equipment" (Solow 1962, 


p. 76). loiter (1963, p. 80), he suggested 
that plausible rates of quality augmenta- 
tion for Germany and the U.S. were on 
the order of 4 or 5 percent a year, which 
he derived by assuming all progress to 
be embodied, using a production func- 
tion where there was no quality improve- 
ment for labor, and no “disembodied 
technological progress. 

Denison rightly rejected the catchall 
version of the embodiment approach and 
argued that the high-quality improve- 
ment factor was incompatible with what 
we know about the lives of assets, which 
would be scrapped earlier than they are 
if Solow s extreme assumptions were cor- 
rect. 

It is quite clear that some of the impact 
of technical progress is disembodied and 
arises from improvement in the content 
of knowledge acquired by employees and 
managers in school and on the job, and 
by retrofitting and recombining old capi- 
tal assets; however, insertion of a modest 
element of embodied technical progress 
in the analysis does illuminate the nature 
of the growth process and clarifies the 
impact of changes in the age of capital 
in a way that is not possible outside the 
vintage context. 

In rejecting Solow s suggestions, Deni- 
son (1967, pp. 144-50) argued as if the 
only legitimate element of the embodi- 
ment effect arose in cases where the aver- 
age age distribution of the capital stock 
changes (and even this in a very narrow 
sense, i.e., abstracting from the impact 
of changes in the distribution of capital 
between structures and equipment). He 
assumed that embodied technical prog- 
ress makes its impact only by changes 
in age structure and rate of quality im- 
provement, which alter the ratio be- 
tween average and best practice* at differ- 
ent dates, though the embodiment thesis 
is also (and mainly) concerned with im- 
provements in average practice over time 
(see Maddison 1972 for a more detailed 
discussion of the issue). 
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Perhaps as a result of Denison’s oppo- 
sition and the fact that empirical informa- 
tion about lives of assets and causes of 
scrapping was poor, growth accounting 
has proceeded asymmetrically with wide- 
spread use of lalxir augmentation and vir- 
tually no capital augmentation (what 
Christensen, Cummings, and Jorgenson 
call “capital quality" is something differ- 
ent, as we have seen above). 

None of the nine studies we have sur- 
veyed carries an embodiment effect as 
part of its main corpus. Carre, Dubois, 
and Maliuvaud (1972) calculated a sub- 
stantial eml)odiineiit effect, but only as 
a step in calculating the impact of 
changes in the average* age* of capital, 
which was the only part of the embodi- 
ment ('fleet they show in their final state- 
ment of sources of growth (p. 275). Deni- 
son generally does not include age 
effects, but he (1967) did so for Denmark, 
Germany, and Norway 1950-55 using 
embodiment analysis to estimate their 
si/e. 

Olikawa and Kosovsky (1973) and Ken- 
drick (1961) also treat change in the ago 
of assets as a source of growth, but in 
Ixith cases without working through tin* 
emlxxliment effect. Ohkawa and Rosov- 
sky (p. 64) assume that the reciprocal of 
average age is a direct indication of capi- 
tal quality, and they get rather big 
changes in capital quality over time, for 
example. 0.7 percent a year for 1917-31 
to 4.2 percent a year for 1955-61. Ken- 
drick (1961) calculated an age effect by 
multiplying changes in average age by 
changes in the growth rate of the national 
R and D stock (or the residual), wljjch 
he t(K»k as a proxy for the rate of growth 
of technical progress. He too gets big 
jumps in the age effect, which contrib- 
uted 1.3 percentage points to his Japa- 
nese growth for 1960-73 and -0. 1 for 
1973-79. 

The Ohkawa and Rosovskv as well as 
the Kendrick approaches both involve 
dubious procedures and their hypotheti- 


cal magnitudes are implausible l>ecause 
they imply big changes in the rate of em- 
Ixidied progress over time. Because we 
are dealing with technical progress for 
the economy as a whole and a large part 
of progress is small and incremental, it 
is not likely to be as jerky as they suggest. 
Indeed our estimates show that we can 
get a satisfactory explanation of postwar 
growth acceleration and slowdown with- 
out assuming changes in the rate of em- 
lxxlied progress as a causal element. The 
stability of long-term lalxir productivity 
growth in the lead country (the U.S.) is 
one reason for assuming this. On the ba- 
sis of their empirical analyses of the pro- 
cesses and impact of innovation. Jacob 
Schmookler (1966) and the cliometricians 
(particularly Robert Fogel 1964) have 
now demolished the Schumpeterian idea 
of jerky technical improvement. 

I have therefore assumed a modest and 
smooth quality improvement for capital. 
The particular rate 1 suggest is meant 
to be illustrative. While there arc strong 
reasons to suppose that such an influence 
is operative* and fairly smooth in its im- 
pact, there is no ban! hi' 1 • t(l *.>. ll.lt 
the rate acti 
nual impio- 
is, hovvevci 
the authors < 
pact 1 base 
of the grow 
six countries . 
that all assets base io< ■ • 
cover the whole period suue 1913 would 
require figures on investment back to 
1663. which arc not available tor halt the 
countries, so 1 used investment rates for 
1929-64 for the calculations, with allow- 
ance for war damage as described in Ta- 
ble 10. Thus for 1950-73 one can see 
(in Tables 19 and 20) the impact of a 
steady rate of technical improvement of 
1.5 percent a year adjusted for changes 
in the age of capital. This "capital quality 
effect includes the age effect. For 1913- 
50, for wan i of data, I assumed that the 
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TABl.F. 10 

Avkkack Ac.k or tiik CJhoss Ndnhksiokntiai. Kixkh Camtai. Stock. 1950-84 



1950 

1973 

1984 

France 

15. 14 

9.98 

12.01 

Germany 

16.21 

9.72 

13.10 

Ja}ian 

12.48 

8. 13 

10.45 

Netherlands 

14.71 

10.25 

13.37 

t'.K. 

13.18 

10.93 

12.98 

US. 

13.37 

11.70 

12.50 


Source. These estimates assume that all assets have the same 30-year life in all the countries and that the retirement 
pattern is rectangular, that is. all assets are scrap))ed on their thirtieth birthday. Annual increments to the stock 
were calculated by applying the ratio of domestic iionresideiitial fixed investment to CDP to the index of real CIDI’ 
(1050 = UK)) at constant prices. These increments (all measured as fractious of 1950 GDI’) were cumulated over (30 
years with adjustment for war damage. Tims the 1950 stock is the sum of the increments from mid- 1920 to mid- 
1950, the 1973 stock the sum of in id- 19-13 to mid-1973 increments, and the 1954 stock, the sum of the increments 
from mid- 1954 to mid- 1984 Because one knows tin- si/e and age of all the increments the average age can lie 
easily calculated. Sec Maddison (1972, Ap|x.*mlix A) for an illustration of the method used. War damage was derived 
from Maddison (1970, p 472) for France (8 percent of tin- pre-1946 asset Ibnuatiuu), Germany (13 percent), and 
the ll.K. (3 iiercent). from Maddison and Bote Wilpstra (1982. p. 82) (or the Netherlands (15 (icrcciit), and from 
Bank of japan (1966, p. 27) for Japan (25,7 percent). Hie CDl* estimates were from sources cited in Table A-I. 
Investment ixK-ifieieuts for postwar years are generally from OECD(d), and lor earlier scars in France from Claire, 
Duluiis. and Malinvaud (1972. p. 652) reduced by 25 percent to eliminate housing and the repairs ixrinpouent of 
nonresidential construction (1920-21 and 1939-46 investment rates were my estimates), Germany from Wolfgang 
Kimor (1968. pp. 77, 80-81, 92, 104-07): Japan from Ohkawa and Miyohei Shiuohara (1979); Netherlands from 
Maddison and Wilpstra (1982. pp. 82-84), U.K. from Feinstein (1972), l 1 S. from Kendrick (1961). Simon kuznets 
(1961). Raymond Goldsmith (1955, Vol. I), and for 1929 onward (rom U S Dept, ol C.'onimerce publications. 


average age of the capital stock did not 
change. 

In all the countries, the average age 
of the capital stock declined from 1950 
to 1973, as the rate of growth of capital 
stock accelerated a good deal over the 
previous period. From 1973 to 1984, by 
contrast, as capital stock growth slowed 
down, the age of capital rose in all the 
countries. 

Because the weight for capital is 0.3, 
the contribution of a 1.5 percent capital 
quality improvement to growth in the 
standard case (1913-50, where no age ad- 
justment was made) is 0.45 points per 
annum (see Table 20). The difference be- 
tween this and the average capital quality 
contribution (0.55) in 1950-73 for the six 
countries represents the age effect, that 
is, an average of about 0.10 for the six 
countries. Tliese are much smaller than 


the age effects in Ohkawa and Rosovsky 
(1973); Carre, Dubois, and Malinvaud 
(1972); and Kendrick (1981), but they are 
similar to the age effect Denison (1967, 
pp. 304—12) had for Denmark, Germany, 
and Norway in 1950-55. The main differ- 
ence between my estimate and the esti- 
mates of these authors is that I include 
the rest of the embodiment effect as well. 

It should be noted that the intercoun- 
try variation in the capital quality effect 
cannot be derived directly from Table 
10, which shows the average age of the 
stock, without a vintage effect. 

V. Assessing, the Impact of 
Supplementary Influences Additional to 
Augmented Joint Factor Productivity 

Some growth analysts stop short after 
they have measured total factor pro- 
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TAHI.K 1 la 

Joint Faitok I'hoih'ithtty, 1913-84 
(animal aversive roin|xmiid growth rate) 



1913-50 

1 950-7:3 

1973-84 

raiKv 

1.42 

4.02 

1.81 

•crtnaii) 

0.86 

4. 12 

1.55 

tpan 

1 10 

5.79 

1.21 

etherlands 

1 .25 

4.35 

0.81 

K. 

1 15 

2.14 

1.22 

s. 

1 99 

1.85 

0 52 

vei.lgc 

1 Ml 

3.58 

1 19 


inure. Demctl fmm Talilc 20. Joint factor prixliietivity 
(iials CDI’ growth minus tlic coiitrilnitioiis ol lalxir 
nantity. residential capital ipi.iutity. and nonresidential 
ipit.il ipiantity 


uctivity (see Table 11a or its augmented 
ariant Table lib). Kendrick (1961) did 
) because Denison had not then inaugu- 
ited the fashion, and Jorgenson, in most 
f the many studies lie has made with 
arious collalxnators, has done so out of 
is strong commitment to neoclassic as- 
iimptions. Since Denison’s (1962) daz- 
ling tour tie force, several other authors, 
lcluding Kendrick (1981), have followed 
is example by adding significant supple- 
lentary elements. The justification for 
oing this is clear because the total factor 
roductivity measure, even in its aug- 
lented version, still leaves an important 
mount of growth unexplained, and par- 
cularlv the growth acceleration ol tin* 
olden age. This paper therefore incor- 
orates a number of such supplementary 
ifiuences. 

The index for this full-blooded growth 
ccountiug approach is: 

ii fl = 6 - «/> - (i - <i)k* - s 

'here S is the contribution to the rate 
f growth of a numlier of supplementary 
ifiuences. In our case there are nine of 
lest* supplementary items. II 5 is per- 
ajis best referred to as the "residual," 
diich is the residue of unmeasured inHu- 


TAHI.K lll> 

Ai't.MKNren Joint Factoh FhoiX'itivitv, 1913-84 
(annual aver age cniii|X>tmd growth rale) 



1913-50 

1950-73 

1973-84 

France 

0 61 

3 11 

0 93 

(icririuiiN 

0.19 

3.61 

1.13 

Jap.ni 

0.04 

4.69 

0 43 

Netherlands 

0.5.3 

2 38 

0 14 

l* K. 

0 38 

I 53 

0 64 

U S. 

1.19 

1.05 

-0 27 

Att*r.iKt* 

0.49 

2 73 

0.50 


Sourer. Derived Irom Table 20. Augmented join! (actor 
productivity is eipial to joint factui productivity minus 
tile contributions of lalxir ipiality and capital ijualits. 


ences. including disembodied technical 
progress, statistical and other error. In 
comparing different specimens ol growth 
accounting, one must remember that the 
"residual" may lx* conceptually different 
for different authors, as is also the case 
with augmented total factor productivity, 
and that its comparative significance de- 
pends on what is 

In our appi 
to use the s.. 
convention a< 
j>eri«xls. but !' 
nine supplem 
them are Ioir„ 
character, but sum, 

or ad hoc and do not apply to all tin- 
periods. 

The nine supplementary elements tin 
order of discussion) derive from: 

1. changes in economic structure: 

2. the prtx'ess of convergence (catch- 
up) of follower countries oil the 
leader (the I'.S.); 

3. foreign trade effects: 

•4. economies of scale at the national 
level: 

5. the energy price explosion of 1973- 
84 and induced energy economy. 
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6. effects of natural resource discov- 
ery; 

7. costs of government regulation and 
crime; 

8. labor hoarding/dishoarding; 

9. use of capacity effects. 

The first four are more or less system- 
atic, the next three are ad hex.-, and the 
last two are of a cyclical/eonjunetural na- 
ture. 

For convenience in comparison, these 
sources of growth, like the factor inputs, 
are summarized in Tables 19-22 in addi- 
tive form as contributions to the overall 
compound growth rate of GDP, rather 
than shown as indices that would have 
to be multiplied together to “explain" 
growth. 

A. Structural Change 

Economic growth has been accompa- 
nied by massive changes in economic 
structure whose long-run pattern has 
been similar in all six countries. As can 
be seen in Table A-13 there has been a 
steady decline in the share of agriculture 
in employment, from an average of 34 
percent in 1913 to 5.5 percent in 1984, 
and an equally steady rise in the share 
of services from 33 to 62 percent. Indus- 
trial development has been different. It 
accounted for 32 percent of employment 
in 1913, rose to a peak of 39 percent in 
1960, and fell back again to 32 percent 
in 1984. This same bell-shaped pattern 
of relative industrialization and deindus- 
trialization has affected all of the coun- 
tries, though its timing has varied, com- 
ing earliest in the Netherlands, U.K., 
and U S. and latest in Japan. It is clearly 
a long-run general tendency, though in 
the 197&-84 period of depressed demand 
it was exacerbated by the conjunctural 
situation. 

Structural changes reflect two basic 
forces that have operated on all the coun- 
tries as they have reached successively 


higher levels of real income and pro- 
ductivity. The first of these is the elastic- 
ity of demand for particular products, 
which has been rather similar at given 
levels of income (particularly as relative 
price structures have moved in a similar 
direction). These demand forces have re- 
duced the share of agricultural products 
in consumption and have raised the de- 
mand for the products ol industry and 
services. The second basic force has been 
the differential pace of technological ad- 
vance between sectors. Productivity 
growth has been slower in services than 
commodity production: partly because of 
the intrinsic character of many personal 
services; partly because of measurement 
conventions that exclude the possibility 
of productivity growth in some services. 
Structural change has also been affected 
by other influences such as the size of 
government activity, foreign trade, etc. 
(see Mnddison 1980b). 

If productivity were at the same level 
and grew at the same pace in each sector, 
there would be no structural effect, but 
in fact there arc big differences. His- 
torically, agriculture has had low pro- 
ductivity levels, and the exodus from 
low-productivity employment to higher- 
productivity employment in industry and 
services was the important element in 
structural "progress.” After the Second 
World War, high levels of overall de- 
mand speeded up this process, sucking 
labor out of agriculture at a faster pace. 
Helped by technical advances, agricul- 
tural productivity growth speeded up in 
the postwar period and has in most cases 
been faster than that in industry (see Ta- 
ble A-6). Because the relative level of 
agricultural productivity is a good deal 
higher now than it was, and employment 
in agriculture is much smaller, the scope 
for this kind of sectoral gain has generally 
eroded. It has not disappeared and still 
provides scope for significant future gain 
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TABI.K 12 

Impact ok Sthiktchai. S i i i kt in Kmpiaiymknt on Gmovvtii ok GDP kkh Pkkson Emimovko. 1950-84 
(annual average compound growth rates! 


Actual Kate 
of Growth 
of GDP per 
Person Employed 


Kate of Growth 
ol GDP per Person 
Employed Assn mine' 
Employment Structure 
Unchanged and 
with Actual 
In-sector Productivity 
Growth 


Impact oi 
Proportionate 
Sectoral Shill 
in Employment 
on Growth of (.DP 
per Person 
Employed 



1950-73 

1973-84 

1950-73 

1973-84 

1950-73 

1973-84 

France 

4.65 

2.16 

4.19 

2.28 

0.46 

-0.12 

Germany 

4.88 

2.29 

4 52 

2 24 

0 36 

0.05 

Japan 

7.67 

2.94 

6.45 

2 73 

1 22 

0 21 

Netherlands 

3.62 

0.96 

3.69 

1.26 

-0 07 

-0.30 

l.K. 

2-54 

1.43 

2.44 

1 69 

0.10 

• II 26 

U.S. 

2.12 

0.55 

2.00 

0.62 

0 12 

-0 07 

Av eraye 

■1.25 

1.72 

3 88 

I. SO 

0 37 

-0 08 


Source First two columns from Table 19. Otherwise, sectoral GDP Irom OEGDub supplemented hs national 
sources; sectoral employment derived from Tables A-7 and A- 13. For statural pnxluctivitv growth see Table A-6. 
Figures on hours worked per |XTson by sector were not available on a reliable basis. For tin- 191 1— 50 estimates m 
Table 19. the sources lor GDP by sector were Garre. Dulxris. and Maliusaud (1972' Itn Frame. Walter llnlbnami 
( 1 9fi’>) for Germany, Ohkawa and Shinohara (1979) for Japan. Femsteni (1972) Ibr the 1' K and Kendritk 1977 
for the U S 


in Japan, hut it is not what it used to 
l>e. 

In the past there was always some 
structural “drag” from movement into 
the slow-growing service sector, hut this 
was compensated for by its being a rela- 
tively high productivity sector. Now, 
however, this “drag is much logger than 
it was. The service sector is higger than 
in the past, the level of service productiv- 
ity is lower than that in industry, and 
deindustrialization of employment in fa- 
vor of services is increasingly prevalent. 

The contribution of structural change 
to growth was generally most favorable 
in 1950-73 and least favorable in 1973- 
H4 (when it was actually negative for four 
of the countries). Over the whole peritxl 
since 1913 it was most favorable for Ja- 
pan, which started with the biggest agri- 
cultural sector, and least favorable for the 


Netherlands .> 
the most "mat 

Table 12 d 
structural etlet 
a three-sectoi ii.i> . 
ment in agriculture, mdusti.. • . 
vices. It shows what the growth rate ot 
output per man would base lveen if the 
structure of employment had not 
changed and if products ity growth in 
each sector remained its actually experi- 
enced. 

Virtually all growth analysts attach im- 
portance 1 to structural change, particu- 
larly in the form of lalxir migration from 
low to high productivity sectors. It is 
treated as a similar add-on supplement 
to total factor productivity analysis in the 
cross-country studies of Denison v.1967). 
Denison and Chung (1976). and Ken- 
drick (1981). as well as in the national 









land area from World Bank ( 1986). scale of economy from Table A-i 
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monographs on France, Japan, and the 
U.K. Kendrick (1961) and Collop and 
Jorgenson (1980) in their studies on U.S. 
growth treat it differently, within their 
factor productivity analysis, by disaggre- 
gating the economy into many more sec- 
tors than we have done. 

B. The Catch-Up Bonus 

Between 1913 and 1984, the U.S. had 
a higher level of real per capita income 
and labor productivity than all of the 
other countries, a “leadership” that had 
emerged around 1890 when U.S. pro- 
ductivity overtook that in the U.K. The 
initial dynamism of the U.S. came from 
its comparatively greater advantage in 
natural resources, its higher investment 
rates, higher levels of education and re- 
search. With time, the larger scale of the 
U.S. economy became increasingly pro- 
nounced, and this also may have con- 
tributed something to the U.S. lead. Dur- 
ing 1913-50 the leader-follower gap was 
widened because European and Japanese 
growth was adversely affected by war. 

In the long run, as U.S. natural re- 
source advantages become less signifi- 
cant, as the mechanisms for technical dif- 
fusion are improved, as levels of human 
and physical capital per head in the other 
countries come closer to U.S. levels, and 
the scale of markets is widened by inter- 
national trade, there are strong reasons 
for expecting a convergence of productiv- 
ity levels, and indeed, in the period since 
1950 this process has been very clear (see 
Tables 3 and 13). 

If the follower countries follow an ap- 
propriate policy mix and arc not dis- 
turbed in the convergence process by 
war, they should be able to increase 
productivity at a faster pace than the lead 
country. They enjoy “opportunities of 
backwardness,” which means that over 
a considerable range of technolog)' the)' 
can emulate the leader and get a given 
amount of growth with less expenditure 


on research and development. They can 
push the rate of capital formation per 
worker faster without running into di- 
minishing returns, and structural change 
is rapid. Most of these effects enter into 
the accounts elsewhere, but w'hen coun- 
tries mount a successful process of catch- 
up, they are in a “virtuous circle” situa- 
tion, which we have assumed will 
provide an extra efficiency bonus 
augmenting the yield of factor inputs and 
other growth components in a way that 
is not true of the lead country, which is 
nearer to a “Irest-practice” situation over 
a wide range of productive activity. 

I assume this catch-up bonus to l>e a 
function of both (a) the size of the gap 
l^etween a particular follower country 
and the lead country and (h) the rate at 
which the productivity gap is l>eing nar- 
rowed. The size of the gap at different 
periods can be seen in Table 3: the rate 
of convergence can Ik? seen in Table 19. 
It was assumed that the rate of bonus 
when the gap is being narrowed, as it 
was i?i 1959-84. was 20 percent of the 
convergence rate U 
strong reasons 
efits were a 1 
process, then 
the particular 
have chosen 
element in om 
speculative. 

The catch-up effect 111 the lnllowei 
countries was biggest in Japan, which bail 
the lowest starting |K»sition in 19.50 v 1 4 
percent of U.S. levels! and the fastest 
growing economy. It was least in the 
Netherlands and the U.K.. whose posi- 
tion was nearest to the U.S. in 1950. In 
the U.S.. of course, it was zero. When 
the follower countries have converged on 
the U.S.. this effect will ultimately 
wither away. High rates of investment 
will Ik* less profitable and more K and 
D will be necessary (see Table A-24V 
Generali)- speaking, the catch-up effect 
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was weaker in 1973-84 than in the golden 
age (1950-73) except in the U. K. 

It can be seen from Table 13 that the 
process of convergence has already ad- 
vanced rather far in this group of coun- 
tries. The average lag of the followers is 
now very small for levels of fixed capital, 
but more marked for education and R 
and D. The U.S. advantage in natural 
resource endowment (for which the land 
and energy ratios are a rough proxy) and 
in the scale of its internal market is still 
very large indeed, but these two influ- 
ences are not very significant now be- 
cause (a) these particular follower coun- 
tries have offset the smaller size of their 
national markets to a large extent by 
opening their economies to international 
trade and (b) there have l>een giant 
strides in transport technology, which 
makes the locus of natural resources less 
important than was once the case. 

A catch-up bonus does not figure in 
many versions of growth accounts, but 
it plays a major role in Helliwell, Sturm, 
and Salou (1985) whose hypothesis is dif- 
ferent, that is, convergence on growth 
rates in the lead country rather than on 
its level. There is an analogous element 
of this kind in Denison (1967), which he 
classifies as an economy of scale due to 
differing “income elasticities.” Although 
Denison’s terminology and method of 
calculation are different, the size of his 
coefficients and their inverse distribution 
by initial level of productivity are similar 
to those presented here. 

C. Foreign Trade Effect 

Since 1913, the foreign trade regimes 
of these countries have undergone major 
changes that have had some effect on out- 
put growth. In the 1913-50 period, trade 
was adversely affected by the growth of 
tariffs, quantitative restrictions, and ex- 
change controls. In 1950-73, tariffs were 
removed on a great part of the intertrade 
of the four European countries within the 



TABLE 14 


Kki.ation Bktwkun Growth ok GDP and Fokkicn 
Traih: Voi.i'mk Avkkack koh Six GoI'ntiuhs 
( animal average compound growth rates) 


1913-50 

1950-73 1973-84 

Average Growth 
of Trade Volume 
Average GDP 
Growth 

0.49 

1.85 

9 42 3.01 

5.3 1 2.10 

Souhv: Table If). 


European community, and on a world- 
wide basis for all six countries by succes- 
sive GATT rounds. Quantitative restric- 
tions on nonagricultural products were 
greatly reduced, and exchange controls 
were reduced to negligible proportions. 

As a result, foreign trade volume grew 
more slowly than GDP in all the coun- 
tries in 1913-50 and faster in all the coun- 
tries in 1950-73. 

After 1973, the tariff reduction process 
was much less significant, and in some 
items, quantitative restrictions on trade 
have grown. Trade volume in 197.3-84 
was still faster than GDP but to a less 
marked degree than in 1950-73 (set; Ta- 
ble 14). 

In 1950-73 the growth of trade 
strengthened international specialization 
and competition through the removal of 
trade barriers and gave the European 
countries some of the traditional Ameri- 
can advantages of large internal markets. 
The prices of products entering foreign 
trade, both imports and exports, rose a 
good deal less than the overall price de- 
flators, in a way that was not true after 
1973. 

We have assumed that foreign trade 
produced ten percent economies of scale 
in the first and last periods, and 20 per- 
cent in 1950-73 (see source note for Ta- 
ble 20). For 1950-73, we assumed that 
the efficiency impact of a given percent- 
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TAB1>: 15a 

UlFKKHKNCK BKTWK.KN (ImmTII HaTKS OK KnKHI. 1 CnKM'MlUtMS AM) CI>P 
(annual average compound growtli rates) 



1913-50 

1950-73 

1973-84 

Difference 

1950-73 

Minus 1913-50 

Difference 
1973-84 
Minus 1959-73 

Frame 

-O.ftfi 

-0.52 

-2.0ft 

0.14 

- 1.54 

(Icriuuny 

- 1.30 

-1.22 

-2 15 

0.08 

-0 93 

Japan 

— 0.2H 

—0. lfi 

-3.29 

0 10 

-3.13 

Netherlands 

- 0.79 

1.91 

- 2.30 

2 70 

-4 21 

UK. 

-i 2 n 

-1.32 

-3.17 

- 0.04 

-1 85 

US. 

-0.9J 

-0.72 

-2.24 

0 19 

-1 52 

Averins* 

-0.87 

<134 

-2.54 

0.53 

-2.20 


Sourer Table 19. 


age expansion of trade was greater be- 
cause of the intense policy effort to re- 
duce barriers, which produced an un- 
precedented fall in the relative price of 
items that entered international trade. 

D. Economies of Scale at the National 

Ijttvel 

In neoclassic versions of growth ac- 
counts (e.g. , in Jorgenson’s work), it is 
assumed that there are constant returns 
to scale, but in all of Denison’s studies, 
a significant scale bonus is assumed to 
occur as national markets increase in si/e. 
In Denison (1967), scale economies at the 
national level represent about 9 percent 
of growth, and their importance is similar 
in Kendrick (1981). Ohkawa and Rosov- 
sky (1973) also attribute importance to 
economics of scale. 

In fact, empirical evidence on econo- 
mies of scale is scarce. Economies of scale 
are difficult to calculate in cross-section 
studies because of interfirm variations in 
vintages of capital, and, in time series, 
it is difficult to disentangle scale econo- 
mies from the effects of technical prog- 
ress. In a careful study, Zvi Griliches and 
V. Ringstad (1971) found economies of 
scale in Norwegian manufacturing to be 


l>etween 6 and 7 percent, but because 
Norway is a very small economy, and 
scale economies are not as likely in the 
rest of the economy as in manufacturing, 

I assume that the scale bonus at the na- 
tional level for these six countries is only 
3 percent of GDP gnmd- 

E. The Enerpi 

Over the loi 
omies have bee* 
process of cm 
seen from Tabh 
periods, all six cm. 
growth in energy consumption than bm 
(except for the Netherlands in 1950-73). 

In 1950-73, there was somewhat less 
energy economizing than in the previous 
period, but given the relative cheapness 
of energy, this change was not big 
enough to affect aggregate economic 
growth, except in the Netherlands. 

In 1973-84, however, as a result of the 
OPEC shocks, energy prices rose tenfold 
in two successive leaps, and this led to 
a sharp increase in the pace of energy 
economy . In all countries this process re- 
duced growth rates. 

There is considerable controversy 
about the impact of energy substitution 
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TABLK 151. 

AlTl'AI. AND HviimiKTH AI (Ihowtii UK 01)1’ I’l t's Knkhcv Consumption 
(animal average ( 1 iiii|kiiiii <1 growth rates) 


Actual 


Hypothetical 


Actual i) 1 1 ■■ its 
Hypothetical 



1950 75 

1975-84 

1950-79 

1979-84 

1950 79 

1978-84 

Prance 

5.12 

2 97 

5 12 

2.18 

0.90 

-0.09 

( U-rmans 

5.89 

1.55 

5.89 

1.80 

0.90 

-0.05 

Japan 

9.87 

8.88 

9.97 

5.77 

0 00 

-0.14 

Netherlands 

4.74 

I 42 

1 89 

1 78 

0.05 

0.91 

I'.K. 

2.98 

9.87 

2.98 

0.98 

0 00 

-0.12 

II. S. 

9.89 

2.18 

9.89 

2 25 

0.00 

-0.12 


Source: Tallies 19, A-19. and A- 20. 


on economic growth. John Tatoin (1981) 
attributed almost all of the 1973 U.S. 
slowdown to the direct impact of the en- 
ergy problem, but Denison (1985) gave 
energy a much more modest role. My 
procedure for calculating the energy ef- 
fect is similar to that in Denison (1985). 

Viewed over the long run, the energy- 
economizing processes of 1973-84 l<x>k 
more like a temporarily accentuated ver- 
sion of a long-term trend rather than the 
catastrophe they seemed to be at the 
time. 

I have made a rather modest estimate 
of the growth impact of the changed en- 
ergy situation, as shown in Table 15b. 
This table compares the actual growth 
of GDP grossed up by adding energy in- 
puts, with a hypothetical situation that 
would have occurred if it had been possi- 
ble to maintain the relation lie tween en- 
ergy growth and GDP growth in the pre- 
vious period. 

It is clear that the need for energy 
economy retarded growth generally in 
1973-84, and the biggest drag was in the 
Netherlands, which had built up an in- 
dustrial structure in the golden age that 
was energy intensive. 

The energy effect thus derived is in- 
tended to reflect only the direct impact 


on GDP growth. The OPEC shocks 
clearly had bigger indirect effects on the 
conjuncture as they exacerbated inflation 
and created payments problems that in- 
duced deflationary policies. They also 
worsened real GNP (as opposed to GDP) 
through their terms of trade effect. 

F. Effects of Natural Resource 

Discover y 

In general I have not taken into ac- 
count the role of land and natural re- 
sources in growth, but it seemed worth 
considering the role of Dutch exploita- 
tion of natural gas discoveries, which 
boosted output growth strongly from 
1968 to 1974, and British exploitation of 
North Sea oil and gas, which lxtosted 
British growth from 1976 to 1983. Nei- 
ther of these bonanzas had counterpart: 
elsewhere in these countries. 

For the 1950-73 jjeriod as a whole, 
natural gas growth accounted for 8 per 
cent of the increment in Dutch real 
GDP, and in the U.K., in J973-84, min- 
ing output represented 42 percent of U. K 
GDP growth (measuring in lx»th cases 
at 1980 prices). If all of the increineni 
in this new energy production in these 
two countries had l»een a natural re- 
source windfall, one could say that it 
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raised the Dutch GDP growth rate for 
1950-73 from 4.46 to 4.70 percentage 
points a year, and British GDP growth 
in 1973-84 from 0.63 to 1.06 percentage 
points a year. 

However, these output gains were not 
entirely due to natural resource wind- 
falls. North Sea oil exploitation involved 
heavy capital costs anti resource diver- 
sion, so we allocate only half of its contri- 
bution to natural resource augmentation. 
In the case of the Netherlands, the re- 
source costs of developing Groningen gas 
were a good deal smaller, so we have 
taken 80 percent of the increment as the 
contribution of natural resources. 

G. Costs of Government Regulation and 

Crime 

Over the past fifteen years, all these 
countries stepped up government regula- 
tion. To some degree the regulation was 
intended to improve the quality of the 
environment, safety, or welfare or to off- 
set the impact of increased criminality 
or terrorism. The corresponding im- 
provements are not included in mea- 
sured GDP, but the cost of achieving 
them has had some retarding impact on 
output growth. The costs have probably 
lieen most marked in the United States, 
where their impact lias been strength- 
ened by the presence of an exceptionally 
large legal profession, a tradition of litiga- 
tion, and an adversary relationship be- 
tween government and business. 

Denison (1985, p. Ill) estimated for 
1973-82 that U.S. government regula- 
tion tor pollution abatement reduced 
measured national output growth by 0.09 
percentage points a year and that the cost 
of dishonesty and crime reduced mea- 
sured growth In' 0.05 percentage points 
a year. Worker safety and health regula- 
tion reduced growth by a further 0.02 
points, making a total of 0. 16 points a 
year. In 1948-73 the combined drag from 
these causes was smaller at 0.04 points. 


For the U.S. these Denison results are 
used for our last two periods. For other 
countries I assume the pollution abate- 
ment and crime factors to be only half 
of that in the U.S. because other coun- 
tries have fewer lawyers, less crime, and 
regulatory agencies that are much more 
sensitive to the wishes of business (see 
Maddison 1984a for a fuller statement). 

I assume that new worker safety and 
health regulation was unimportant in 
other countries. 

H. lAibor Hoarding/ Dishoarding 

In normal circumstances one would 
not expect lalnir hoarding or dishoarding 
to be significant in advanced capitalist 
economies over a period of years because 
market forces would cause workers to !>e 
laid off if they ceased to l>e productive. 
Even in cases where lal>or legislation re- 
stricts the freedom to fire and hire, labor 
turnover will solve the employer profit- 
ability problem by attrition over a num- 
l>er of years. 

However, J.i 
countries in t 
high ratio of < 
employed or 1 i 
proportion \\,i 
and in 1981 
U.S., by coi 
shares were . ■ 
a significant | 
earners have !i, 
employers can uu, . 
are very flexible, with uuu .u.>. 
bonuses that move with business piolits 
ami can amount to a third ol earnings 
in normal times. These bonuses can be 
squeezed to zero in depressed condi- 
tions. which makes it fairly easv for em- 
ployers to retain workers rather than lay 
them off. In these conditions, one cannot 
rely on Japanese unemployment figures 
to provide a guide to lalvor slack. 

In 1950. it is clear that there was a 
large degree of underemployment in Ja- 
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pan. Official unemployment stood at only 
1.9 percent of the labor force, but GDP 
was only 71.5 percent of its 1939 level. 
I assumed that labor hoarding amounted 
to a quarter of employment in 1950 and 
that this labor had been fully dishoarded 
by 1973. By 1984, there is likely to have 
been some element of lal>or hoarding 
again in Japan, given the very rapid de- 
celeration in growth rates after 1973. 
with very little movement in the official 
unemployment count. I assumed, some- 
what arbitrarily, that 3 percent of 1984 
employment represented disguised un- 
employment. 

The result of these hypotheses can be 
seen in Table 20 where labor hoarding 
had a significant negative impact on 
growth in 1913-50, and in 1973-84, and 
dishoarding favored growth in 1950-73. 

In Germany too, in 1950, recovery of 
prewar production levels was not com- 
plete, and the production structure was 
in disequilibrium. There was scope for 
labor hoarding, for 31 percent of em- 
ployed persons were self-employed or 
family workers. For Germany, therefore 
we assumed 10 percent labor hoarding 
in 1950, and complete dishoarding over 
the period 1950-73. 

I. Use of Capacity Effect 

The “use of capacity” adjustment is 
meant to deal with abnormal situations 
in terminal or initial years of the periods 
we have used and was applied only to 
Germany and Japan in 1950. 

In both these economies, I assumed 
that the slack in the use of physical capital 
paralleled that in the labor market. In 
the Japanese case the labor slack con- 
sisted of labor hoarding, and in Germany 
it included both labor hoarding and overt 
unemployment. 

For other countries, no “use of capac- 
ity” adjustment was made. The three 
benchmark years 1913, 1950, and 1973 


were all years of high conjuncture in 
these countries, and although this was 
definitely not the case for 1984, the low 
“level of demand” in the latter years was 
the result of a decade of stagnation in 
which businessmen had had time to offset 
the surplus capacity that obviously did 
prevail within part of the period by re- 
ducing the growth of the capital stock 
below what it would have been at full 
employment. 

It should be noted that accounts such 
as ours which are concerned with actual 
growth do not deal fully with the impact 
of cyclical disturbance. This can only be 
done by constructing a separate set of 
“potential output accounts and compar- 
ing the different elements therein with 
the corresponding “actual accounts” that 
we have constructed here. The actual ac- 
counts include only labor input actually 
employed, so they are net of cyclical un- 
employment (which was substantial in 
1984).' 

Table 16 shows what employment in- 
puts would have been in 1973-84 if the 
1984 unemployment rate had been at 
1973 levels and if everything else had 
remained as it was. The last column of 
Table 16 does not figure in our 'fable 
20, because the latter deals with actual 
and not potential growth. 

Denison is the only one of the growth 
accountants to have developed a full set 
of “potential output” accounts. In com- 
paring the two sets of accounts in Deni- 
son (1985, pp. 111-12), one finds that 
the two main items are the loss in factor 
input of 0.71 points in 1973-82, and the 
loss in output per unit of input 0.35 
points. Together they make up 1.06 
points, that is, the difference lretween 
actual output growth of 1.55 percentage 
points a year and a potential growth of 
2.61 points. The first item is mostly com- 
prised of a loss because of unemployment 
of 0.68 points and the second is rather 
similar to the "intensity of demand” ef- 
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I ABLE 16 

OlHKtrr 1 mi-act of Inciikaskd Unkmi’Ijovmkni on Iahoh Infi't ano Potfntiai. Oiwt, 1973-84 
(average animal compound growth rates) 



Actual 

Employment 

Potential 

Employment 

Potential Impact on 

Annual Employment (Growth 
of Reducing Unemployment 
Kates to 197.3 la-wls 

Potential Output Lrowtli 
Foregone Because of Kise 
in Unemplnvinent 

France 

0.02 

0.72 

0.70 

0.49 

Uerinany 

-0.61 

0.06 

0.67 

0 47 

Julian 

0.84 

0.97 

0.13 

0 09 

Netherlands 

0.62 

1.79 

1 17 

0 82 

UK. 

-0.37 

0.59 

0 96 

0 67 

U S. 

1.77 

2.02 

0.25 

0.18 

Average 

0.38 

1 03 

0 05 

0.45 


Sourer: Tallies A-7 and A-S. Column 4 is column 3 imilliplicd l>\ the factor input weight of 0.7 lor lalmr As 
explained in the text. Talile l(i shows only |iart of tin 1 output foregone la-cause of escheal slack For a fuller analssis. 
see Maddison (1980a) and Denison (1985). 


feet of 0.28 in Denison's “actual” ac- 
counts. These two total 0.96 and the rest 
is due to the imputed effects that full 
employment would have on working 
hours, activity rates for women, and 
structural effects. 

Denison’s potential output accounts 
arc basically an elaboration of the Keynes- 
ian counterfaetual first developed by Ar- 
thur Okun (1902) and used in simple 
forms subsequently by the U.S. Council 
of Economic Advisors. It does not at- 
tempt to estimate what output would 
have been if the capital stex k had grown 
differently. 

Several other growth accounts have in- 
cluded an "intensity of demand effect, 
for example, Kendrick (1981). Carre, Du- 
bois, and Malinvaud (1972), and Helli- 
well, Sturm, and Salon (1985). The latter 
construct their estimate after calculating 
potential output by regression proce- 
dures, and their total cyclical effect is 
very large tor 1973-82. The difficulty 
with regression analysis, however, is that 
if some elements are left out of the ac- 
counts, those that remain may take over 
a large part of their “explanatory" power 


because of the close correlation of most 
elements in the growth process. This is 
well illustrated in our Table 21 where 
in a situation of acceleration most of the 
items in the account move in the same 
direction, and in Tib' ■’ "> > 

situation of sl<- 
planatorv item 
consider that 
Salon (1985) ■ 
ment beeaiiM 
the movement 
quality, capital (in- 
fects. 

Summary Statement of Growth 
"Explained 

\Ve base proceeded through tin- ac- 
counts with successive augmentation of 
their scope. K.ach of our successive 11s 
(see Table 17b) is a kind of residual that 
shows how much growth is left “unex- 
plained." The simplest statement, in 
terms of lalxir productivity. 11*. explains 
least, and. in particular, does not explain 
the acceleration/slowdown phenomena. 
Capital productivity, II 2 , performs much 
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TABLE 17a 

Residual (Unexplained) Growth (II 5 ) 
(animal average compound growth rates) 



1913-50 

1950-73 

1973-84 

France 

0.48 

1.81 

0.59 

Germany 

0.32 

1.63 

0.69 

japan 

0.13 

0.64 

0.04 

Netherlands 

0.41 

1.06 

0.46 

UK. 

0.38 

1.06 

0.49 

U.S. 

0.81 

0.81 

-0 01 

Average 

0.42 

1.17 

0 38 


Source. Table 20. 


better in “explaining output growth and 
the acceleration phenomenon, but not 
the post- 1973 slowdown. Moreover, we 
know that this is only a very partial indi- 
cator. When capital is linked with labor 
in the joint factor productivity index II 3 , 
more < of growth is explained than 
with II 1 but a large part of the accelera- 
tion/slowdown phenomenon is still “un- 
explained. ” Augmented joint factor 
productivity, IT 4 , explains more of 


growth than fl 3 , but is not much gooo 
at explaining acceleration and slowdown. 
In moving from IT 4 to the II 5 (residual) 
measure, we added nine components by 
way of explanation that are quantified in 
Table 20. For 1950-73, the “golden age,” 
II 5 , “explains” a good deal more of 
growth than does II 4 , and, as a conse- 
quence, it also reduces the mystery con- 
cerning acceleration and slowdown. One 
can therefore see clear gains in carrying 
the growth accounts beyond factor pro- 
ductivity analysis. 

Table 18 summarizes the net explana- 
tory power of the 14 growth components 
that were deployed in the causal analysis 
of Tables 20, 21, and 22. On average the 
degree of explanation is high and con- 
sistent, and the same is true for the ex- 
planation of the acceleration/slowdown 
phenomena. However, the degree of 
explanation varies significantly across 
countries, and, within each country, be- 
tween periods. The weakest of the "ex- 
planations” is for the U.S. growth slow- 
down after 1973, and the strongest is for 
Japanese growth, and its variance be- 
tween periods. 


Reducing 

TABLE 17b 

hie Residual: Imtvt ok Si <t kssivi Rounds ok Growth A* < ot 
(Avkhace kor Tin: Sin Countries) 

(annual average coui|>ound growth rates) 

’VI IM. 





Acirlt'idtion 

DrccliTal uni 


1913-50 

1950-73 

1973-84 

1913 50 to 1950 73 

1950- 73 to 1973 84 

GDP 

1.85 

5.31 

2.10 

3.46 

-3.21 

Labor productivity 






(fl 1 ) 

1.74 

4.84 

2.48 

3.10 

-2.36 

Capita] productivity 






(ft 2 ) 

0.46 

0.73 

-1.78 

0.27 

-2.51 

Joint (actor 






productivity (fl 3 ) 

1.30 

3.58 

1.19 

2.28 

-2.39 

Augmented joint factor 






productivity (H 4 ) 

0.49 

2.73 

0.50 

2.24 

-2.23 

Residual (I7 5 ) 

0.42 

1.17 

0.38 

0.77 

0.79 

Source: Tallies 19, 5, 11a, lib. 20. 
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TABl.K 18 






K.m-i.ainkd (Ihowtii 







Act deration 

Deceleratmii 


19 1.1-50 

1950-71 

197:4-84 

191:4-50 to 1950-71 

1950-71 to 1 97:4-84 


(animal avrraKt* 

is>in]>ouiKl growth rates) 

faiiim.il averaur coin|Mmn<l grcmtli raft s] 

Kranre 

0.58 

1.12 

1.59 

2.74 

-1.71 

( •mutiny 

0.98 

4.29 

0 99 

1.11 

1 K) 

Japan 

2. It 

8.71 

1.74 

6.62 

4 99 

Netherlands 

2.02 

1.04 

1.12 

1 62 

-2.52 

I'.lv 

0.91 

1.96 

0 57 

1 05 

1 49 

I'.S. 

1.97 

2.91 

2.11 

0 91 

-0 58 

Avcram* 

1.4.1 

4 14 

1.72 

2 71 

2 12 





ijM'ntqit.iHf* 1 


Krai ict * 

55 

(V) 

75 

(>7 

59 

Cerinam 

75 

72 

59 

72 

7S 

Japan 

<41 

91 

99 

91 

S9 

Netliei lands 

SI 

77 

71 

71 

SI 

l' K. 

71 

(v> 

54 

61 

71 

P S. 

71 

78 

100 

100 

41 

4\ ci. n't- 

75 

75 

76 

77 

70 

Sourer Tallies 20 

ami 21 . 






Conclusions 

Hit* present survey is intended to show 
that growth accounts are a useful frame- 
work for assembling quantitative facts 
and quantified hypotheses about growth 
causality in a coherent way. Their useful- 
ness is clear in interpreting develop- 
ments in six countries over a 71-vear pe- 
riod. The explanatory |x>wer of the 
exercise was quite powerful for the coun- 
tries as a group, though for individual 
countries the degree to which growth was 
explained is not always consistent be- 
tween periods. Some elements in the 
quantification are much more speculative 
than others. I therefore tried to keep the 
assumptions transparent so that the role 
of different influences can l>e modified 
by other analysts who may wish to make 
partial use of the quantitative framework. 

This approach is particularly useful in 
comparative economic history, which in 


the past has often been based on loose 
description, ^ ■' 
literary mod* 
plexity and i> 
elements in l! 
variation in n 
simple or in- 
creasingly Mls|. 
economic histoiniuv 

for better articulation of their tacts ,ti .« I 
hypotheses, ha\e come to use this type 
of analysis more frequently isee () Brien 
19.%). ’ 

With the possible exception of those 
Cambridge economists in the Robin son- 
Srafta tradition who still deny the mea- 
surability of capital, this approach should 
not raise serious ideological problems for 
anv economist who concedes that the na- 
tional accounts are useful. Some growth 
accountants are rigorously neoelassical. 
such as Jorgenson, hut Denison has both 
neoelassie and Keynesian elements in his 
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TABLE 19 

Bask- Indicvtohs ok Growth I’khkoiimamk. 1913-84 
(aim mil a\ cragc (ximpontid growth rates) 



1913-50 1950-73 

1973-84 

1913-50 

19.50-73 

197.3-84 

1913-50 

1950-73 

1973-84 



France 



Germany 



jn|>aii 


Population 

0.01 

0.96 

0 48 

0.55 

0.94 

- 0. 12 

1.31 

1.14 

0.90 

GDP 

1 (Mi 

5. 13 

2.18 

1 .30 

5.92 

1.68 

2.24 

9.37 

3.78 

Emplox moot 

0.21 

0 48 

0.02 

0.55 

1.04 

-0.61 

0.85 

1.70 

0.84 

Hours |iei einploiee 

- 0.71 

-0.47 

1 25 

0.30 

-1.08 

-0.67 

-0.33 

-0.15 

-0.27 

Sex mix 

0 01 

- 0.02 

0.17 

0.04 

0.03 

- 0.04 

0.01 

0.00 

-0.04 

Education 

0.32 

0.52 

0 85 

0.35 

0.28 

0.14 

0.86 

0.74 

0,63 

Residential capital 
Nouresidential 

0 39 

2 80 

2.27 

0.4CP 

5 02 

3 25 

0.12 

6 15 

6 44 

capital 

I.2U 

3 92 

4 50 

1 .02- 

5.58 

3. 18 

3.36 

8.95 

7.47 

Capita! qualifv 

I 30 

1.88 

1.42 

1.50 

1.77 

1.16 

1.50 

1.93 

1.28 

l J se of rapacity 

Rate <»f products it> 

0 (Ml 

0 (Ml 

o.oo 

-0.44 

0.82 

(MM) 

-0.80 

1.29 

0.00 

convergence with 
lead country 

-0 16 

2.59 

2.43 

- 1 .36 

3. 12 

2 (Ml 

-0.70 

5.12 

2.19 

Impact of structural 










change 

0.09 

0.46 

0.12 

0.20 

(1.30 

0.(15 

0.62 

1.22 

0.21 

Foreign trade volume 

0.69 

S 79 

3 95 

-2 36 

11.95 

3 .36 

1 06 

15.54 

5.25 

Energy consumption 

0.40 

4.61 

0.12 

0.(M) 

4.70 

- 0. 47 

1.98 

9.21 

0.49 



Netherlands 



UK. 



US. 


Population 

1.35 

1.24 

0.65 

0.45 

0.48 

(MM 

1.21 

1.45 

1.01 

GDP 

2.43 

4.70 

1.58 

1.29 

.3.02 

1 (Mi 

2.78 

3.72 

2.32 

Fanployment 

1.20 

1.08 

0.62 

0.51 

0.43 

-0.37 

1.26 

1.60 

1.77 

Hours per employee 

-0.45 

-0 82 

-0.97 

-0.79 

-0.64 

0.96 

-0.90 

-0.38 

-0.42 

Sex mix 

0.(M) 

-0.05 

-0.31 

-0.02 

-0.16 

-0.J7 

0.09 

0.17 

-0.25 

Education 

0.38 

0.62 

0.78 

0.47 

0.29 

0.45 

0 59 

0.58 

0.77 

Residential capital 

Non residential 

1.94 

2.63 

2.64 

1.65 

3.04 

2.24 

1.82 

3.29 

2-56 

capital 

2.21 

4.31 

3.64 

0.95 

3.40 

2.61 

1.78 

3.43 

2.92 

Gapital quality 

1.50 

1.90 

1.13 

1.50 

1.72 

1.28 

1.50 

1.69 

1.44 

Use of eaixieitx 

Rate of productivity 

0.00 

0.00 

(MM) 

0.00 

(MM) 

0.00 

0.00 

0.00 

0.00 

convergeiK-e with 
lead country 

-0.75 

1.92 

0.96 

-0.84 

0.70 

1.45 

0.00 

O.(M) 

O.(M) 

Impact of structural 










change 

n. a. 

-0.07 

—0.30 

-0.04 

0. 10 

-0.26 

0.29*’ 

0.12 

-0.07 

Foreign trade volume 

1.00 

9.26 

2.87 

0.20 

4.50 

2.92 

2.35 

6.47 

3.29 

Energy consumption 

1.64 

6.61 

-0.72 

0.01 

1.70 

-2.11 

1.87 

3.00 

0.08 


Source: Population, GDP, employment, hours, residential and iionresideiitial capital stock derived from Tallies A- 
2, A-l, A-7, A-9, A-18, and A-16 respectively. Sex mix from Tallies A-7 and A-14, giving females a weight of 0.6. 
Education from Talile A-12, giving a weight of 1 to a year of primary education, 1.4 to secondary and 2 to higher, 
and increments weighted by 0.6. llse of capacity derived from unemployment movements (Table A -8) and lalnir 
hoarding estimates as descrilied in the text. Rates of productivity convergence from Table 3. Structural change 
from Table 12. Foreign trade volume is average of export and import growth in Tallies A-21 and A-22. Energy 
consumption is from Table A- 19. 

' net stock: ’• 1909-48. 


TABLE 20 


Soi'WKs ok CDF Ckowtii, Ski.ki tkd Fkhious, 1913-84 
(animal average percentage point contribution in growth rate) 


1913-50 1950-73 197.3-84 191.3-50 1950-73 197.3-84 1913-50 1950-73 197.3-84 


France Germany Jajwn 


CDF 

lailxir quantity 
latlxir quality 
hilxir hoarding 
Hesidcutial capital 
(piuntity 
Nonrcsidciitial 
capital ((iiantity 
Capital quality 
Caiucity use effect 
Catch-up cllcct 
Structural effect 
Foreign trade effect 
Kcoiinnnc.s o( scale 
Energy cITcct 
Natural resource effxl 
llegiikitioii/ciinie 
Total "explained' 
liesalu.il 

I'creentagc "explained” 


Cl)l> 

Dilxir qu.uility 
I ail x>r quality 
I ailtor hoarding 
liesidrntial capital 
C|ll.llltlt\ 
Nonresideutial 
capital (|iiaiilit> 
Capital quality 
Capacity use effect 
Catch-up effect 
Structural effect 
Foreign trade elici t 

Economies iff scale 

Energy effect 
Natural resource elect 
Itcgulatiou/criine 
Total "explained 
licsidiial 

I’creentagc "esplaincd " 


1 .(Mi 

5.13 

2.18 

-0.67 

0 01 

-0.86 

0.36 

0.35 

0.48 

0.00 

0.00 

0. 00 

0.03 

0.20 

0.16 

0.28 

0.90 

1.04 

0.45 

0.56 

0.4.3 

0.00 

0.00 

0.00 

0.00 

0.52 

0 19 

0.09 

0.46 

-0.12 

0.01 

0.19 

0.06 

0.03 

0.15 

0.07 

0.00 

0 00 

-0.09 

0.00 

0.00 

0.00 

0.00 

- 0.02 

-0.07 

0.58 

3.32 

1.59 

0.48 

1 81 

0 59 

55 

65 

73 


Netherlands 


2.43 

4.70 

1 .58 

0.53 

0.18 

-0 25 

0.27 

0.40 

0.33 

0.00 

0 00 

0 00 

0.11 

0 IS 

0 18 

0 51 

0 99 

0.84 

0.4.5 

0.57 

0.31 

0.00 

0.00 

0 (XI 

0.00 

0 38 

0.19 

tO.OO) 

0 07 

- 0 30 

0 05 

0.65 

0.12 

0.07 

0.14 

0.05 

0.00 

0.05 

- 0.31 

0 00 

0 19 

0.00 

0.00 

0.02 

0.07 

2.02 

3 64 

l 12 

0.41 

1.06 

0 46 

h3 

77 

71 


1.30 

5.92 

1.68 

0.18 

-0.03 

-0.90 

0.22 

0.18 

0 07 

-0.20 

0.32 

0 IX) 

0.03 

0 35 

0.23 

0.23 

1 28 

0 80 

0.45 

0.53 

0 35 

-0.13 

0.25 

O.(X) 

0.00 

0 68 

0 40 

0.20 

0.36 

0 05 

0 04 

0 21 

0 (Hi 

0.04 

0.18 

0 05 

0.00 

0.00 

-0.05 

0.00 

0. (JO 

(MX) 

0 00 

-0 02 

-0 07 

0.98 

4 29 

0 99 

0 32 

1 63 

0 .89 

75 

72 

59 


I'.K 


1 29 

3 (12 

] 06 

-0 20 

-0.11 

-091 

0.32 

0 (I*) 


O.(X) 

0 (K) 


0 12 

0 21 


0 22 

0.78 


0. 45 

0 52 


(MM) 

0.1X1 

l ■ 

0.00 

0 14 

(1 29 

-0 04 

1) 10 

-l) 2i> 

0(X) 

0. 16 

o tx> 

0.04 

0 09 

0 Ol 

(Mitt 

0 (X) 

(t.12 

(MX) 

t) IX) 

0.22 

(MX) 

0 02 

0 07 

0 91 

1 96 

0 57 

0 38 

! tXs 

0 19 

71 

6.5 

51 


2.24 

9.37 

3.78 

0.36 

1.09 

0.40 

0.61 

0.52 

0 41 

-0.56 

0.90 

-0 . .22 

0 01 

0.43 

0 45 

0.77 

2 06 

1.72 

0 45 

058 

0 38 

- 0.24 

0.39 

0.00 

(MX) 

1 02 

t) 44 

0.62 

1 22 

0 21 

0 02 

0 26 

0 05 

0.07 

0 28 

0 11 

0 IX) 

0 (X) 

-0 14 

(MX) 

0.00 

(MX) 

o on 

-0 02 

-0 07 

2 11 

8.73 

3 74 

0 13 

0 64 

1) 04 

44 

43 

49 


l S 


2 78 

1 72 

2 12 


0 

o 

I. • . 

0 01 

n m 

o o2 

0 08 

0 11 

0 07 

o tx) 

0 IN) 

-o 12 

11 IN) 

0 IK) 

0 iXI 

(1 IX 1 

■0 (M 

i) In 

1 97 

2 ill 

2 .13 

0 M 

u si 

0 01 

71 

:s 

100 


Simrrr Derived from Tahlc 19, using a weight iff 0 70 lor the laltor onnponeuts. 0 0, toi iesidenti.il iapit.il. 0 23 
lor iiouresideiitiaf capital, and 0 .10 ioi capital qu.ihtv. 31 le catch-up efleit was iwlculufi-d l»i assuming a 20 |tenx‘M 
Ixums from the prixluctiv itv iniivcrgencr process. flu- structural effect is the same as hi lahlc 19 die ioieigu trade 
cliect is 10 |H a nx-nt iff the trade growth .shown m lahlc 19 Ioi till- liist anil last |>C| unis anil 20 percent lor 1950-i3 
multiplied h\ the trade to CD1’ ratios (average lor imports and exports' shown m lahle A 2-1 llic energv effect is 
from Tahlc 15h. Natural tesou ret ’ effect is desciilieil ui the test Hie V S legul.itiou enuu effect is taken (mm 
Denison il985, p 111), fill other isinutries the worker saletv eHist is not ixninted and tile other l S effects are 
assuim-d to have hail hall the ini|Mct they had in the I'.S. Economies ol scale are 3 pen cut of CI)1‘ growth rate 
Capacity use effect as dcscrilxsl in text 




TABLE 21 

Growth A(x:hi.k.hation: 1950-7.'? Pehkohmance Comi-akkh with 19l:?-50 
(annual average percentage point euntriliutioii to growth acceleration) 



France 

Germany 

Ja|>uii 

Netherlands 

UK. 

U.S. 

CDP 

4.07 

4.62 

7 13 

2.27 

1.73 

0.94 

1 atlxir quantity 

0.68 

-0.21 

0 73 

-0.35 

0.09 

0.60 

Lilior (|iialitv 

-0.01 

-0.04 

- 0.09 

0. 13 

- 0.23 

-0.06 

[iitlior hoarding 

0.00 

0.52 

J.46 

0.00 

(MX) 

0.00 

Residential capital 







(piuntity 

0.17 

0.32 

0 42 

0 04 

0.09 

0.10 

Nonrcsidential 







capital quantity 

0.02 

1.05 

1.29 

0.4S 

0.56 

0.38 

Capital quality 

0.11 

0.08 

0.13 

0.12 

0.07 

0.06 

Capacity us** effect 

0.00 

0.38 

0.6.3 

0.00 

(XX) 

(XX) 

Catch-up eBect 

0.52 

0.68 

1.02 

(I.3S 

0.14 

0.00 

Structural effect 

0.57 

0. 16 

0.60 

- 0.07 

0.14 

-0.17 

Foreign trade eBect 

0.18 

0.25 

0.24 

0.60 

0. 16 

0.04 

Eoonniiin'x of seal** 

0.12 

0.14 

0.21 

0.07 

0.05 

0.03 

Energy ofl'ect 

0.00 

0.00 

0.00 

0 05 

0.00 

0.00 

Natural resource efiect 

0.00 

0 (X) 

0.00 

0.19 

0.00 

0.00 

Kegulation/crime 

0.02 

-0.02 

-0.02 

-0.02 

-0.02 

-0.04 

Total ' explained" 

2.74 

3.31 

6.62 

1.62 

1.05 

0.94 

Residual 

1.35 

1.31 

0.51 

0.05 

0.68 

0.00 

Percentage "explained" 

07 

72 

93 

71 

61 

100 

Sourer: l)**riv*-d from Table 

20. 









TABLE 

22 




Cm mil 

i Dm.i:i.i-h vriov 1973-84 Phikihmamt 

Goxiruu ii wiru 1950-7:! 

l 


(annual average 

IXTcentage |X)int contribution 

lo growth slowdown) 




France 

Germany 

Japan 

Netherlands 

UK. 

U.S. 

gdp 

2 95 

-4.24 

-5.59 

3.12 

1.96 

1.40 

Lalxir quantity 

-0.87 

0 87 

-0.69 

0.43 

0.82 

0.10 

Ijlior <(ualit\ 

0. 13 

-0.11 

-0.11 

0 07 

0.11 

0.07 

failxir hoarding 

0 (X) 

-0.32 

1 12 

(MM) 

O.tK) 

O.tK) 

Residential capital 







quantity 

-0.04 

0 12 

0.02 

000 

-0.05 

0.05 

Non residential 







capital quantity 

0.11 

-0.48 

-0.34 

0.15 

-0.17 

0.12 

Capital quality 

-0 13 

-0.18 

-0.20 

0.23 

-0.14 

-0.08 

Capacity use effect 

0.00 

-0.2.5 

-0.39 

0.1K) 

().(X) 

0.00 

Catch-up effect 

-0.03 

-0.28 

-0.58 

-0.19 

0. 15 

0.00 

Structural eff«*ct 

-0.58 

- 0.31 

-1.01 

-0.23 

- 0 :?6 

-0.19 

Foreign trade effect 

-0. 13 

-0 15 

-0.21 

-0.53 

-0.10 

-0.03 

Economies of scale 

-0.08 

-0.13 

-0.17 

-0.09 

-0.06 

0.04 

Energy effect 

-0.09 

-0.05 

-0.14 

-0.36 

-0.12 

-0.12 

Natural resource effect 

0.00 

0.00 

0.00 

-0.19 

0.22 

0.00 

Regulation/crime 

-0.05 

-0.05 

—0.(15 

-0.05 

-0.05 

-0.12 

Total "explained” 

-1.73 

-3.30 

-4.99 

-2.52 

-1.39 

-0.58 

Residual 

-1.22 

-0.94 

-0.60 

-0.60 

-0.57 

-0.82 

Percentage "explained" 

59 

78 

89 

81 

71 

41 


Source: Derived from Tui>Ie 20. 
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accounts, plus a large dose of Yankee in- 
genuity. Indeed, large elements in this 
kind of approach can he used by Marxists 
(see Thomas Weisskopf, Samuel Bowles, 
and David Gordon 1983 for an analogous 
endeavor). 

It must of course l)e recognized that 
this approach mixes hard and soft evi- 
dence. The harder evidence relates to 
the measures of GDP, labor input, and 
capital stock, and even these are subject 
to revision in the light of more refined 
use of evidence. Most of the other com- 
ponents are soft evidence based on hy- 
potheses on which there may be quite 
legitimate differences of opinion. This is 
true even for measures of the impact of 
education on Ialwr quality on which there 
is a huge and very sophisticated litera- 
ture. It is also clear that there is a great 
deal of interaction between causes, and 
particularly between capital growth and 
technical progress, which makes it diffi- 
cult to assign separate significance to 


each. For this reason, policy inferences 
from such accounts should lie heavily 
qualified. 

It should also l>e emphasized that this 
approach deals only with proximate cau- 
sality, and one has to look behind this 
to institutions, ideology, sociopolitical 
conflicts, degree of sophistication of pol- 
icy, system shocks such as wars, and 
other historical accidents to get a fuller 
picture. 

This type of analysis would not have 
been possible 30 years ago, when mea- 
sures of past growth were much scarcer, 
so a great deal is owed to the scholars 
who have prepared the ground. There 
is little doubt that the analysis can ulti- 
mately be pushed back further into the 
nineteenth century, as estimate's of 
growth, and particularly, of capital stock 
are improved. This is all the more neces- 
sary as circumstances in the decades Ik*- 
fore 1913 were more normal than in 
1913-50. 
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TABLE A-l 




IiKAL CDP LtVKI.S AT 

1984 Pl'HClIASINC 
(S billion) 

PoWKH P.AKm. 

1870-1984 



Frame 

Germany 

Japan 

Netherlands 

U.K. 

U.S. 

1870 

59.27 

33.98 

19.28 

8.26 

77.95 

78.61 

1890 

78.58 

54.43 

31.01 

it. a. 

116.92 

188.59 

1913 

119.99 

1 1 1 75 

54.76 

20.3.3 

174.78 

454.53 

1929 

150.93 

135.33 

97.94 

33.86 

195.57 

740.72 

1938 

144.93 

188.97 

1.34. .54 

34.89 

231.58 

698. 00 

1950 

173.49 

179.92 

124.31 

49.40 

281.04 

1.257.86 

1960 

271.03 

387.21 

295.17 

76.99 

372.80 

1,735.92 

1973 

547.98 

675.49 

976.50 

142.20 

556.60 

2,911.78 

1984 

694.70 

811.60 

1,468.40 

168.90 

625.20 

3,746.50 


Source: ('.OF movement 1870-1952 from Maddison (1982), except Japan 1911— 40, from Olikawa and Miyolici Shino- 
haru (1979, pp. 278-80). 1940-50 derived from pp. 259-69; 1950-52 from Olikawa and Rosovsky (1978. p. 289). 
1952-84 and 1984 purchasing power parities from OECD(d) various issues. The level of IhS. CiDP for 1984 was 
raised by $111.9 billion in line with preliminary U.S. Dept, of Commerce revisions. All (inures are adjusted to 
refer to product within the present-day geographic lioititdurie.s of tin 1 countries Tins article was written lieforc the 
revised U.S. national income and product accounts were fully available. Revised U.S. CDP in 1984 prices (on an 
OECD conceptual basis) is now as follows. 


1870 

80.11 

1929 

754.80 

1960 

1,793.. 38 

1890 

192.18 

1938 

708. 19 

1973 

2,931.80 

1913 

463.18 

1950 

1,282.81 

1984 

3,713.02 


These revisions (see OECD(d) 1960-85 edition and U.S. Department of Commerce, 1986) came too late to lie 
incorporated in our analysis, blit a rough check suggests that they do not lead to any serious change in our findings 
In particular, they do not remove tin- sharp slowdown in the U.S economy after 1978 which Darby (1984) suggested 
was an artifact deriving from official misineasurement of CiDP. It should Ih- kept in mind that revisions in growth 
rates and levels of at least these dimensions can lie expected to ors-ur periodically in all the countries. 


TABLE A-2 

PoFl'LATKIA AO]l'.Vm> TO PhtStN r-l)AI Bill MMHIhS 
(000s at midyear) 



France 

Germany 

Japan 

Netherlands 

U K. 

U.S. 

1870 

38,440 

24,870 

34.437 

3,607 

29.185 

40.061 

1913 

41.690 

40,825 

51,672 

6,164 

42,622 

97,606 

1950 

41,836 

49,983 

83,662 

10. 114 

50,363 

152.271 

1960 

45,684 

55.433 

94,117 

11,486 

52,559 

180,671 

1973 

52,119 

61,976 

108,660 

1.3,439 

56,210 

211,909 

1984 

54,947 

61,175 

120,020 

14,424 

56,488 

236,68] 


Source: Maddison (1982) and OECLXc). 
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TABLE A-3 

Pol’l'I-ATION WITH KltONTIhHS OF Yr.AK C|TKI) J 
(000s ait midyear) 



F ranee 

(Germany 

japan 

Netherlands 

V K. 

US. 

1870 

.38,440 

.39.231 

.34.4.37 

3,007 

.31.393 

39.905 

191.3 

39,770 

00,978 

.51.072 

0.104 

45,049 

97.227 

1950 

41,830 

49.983 

82.900 

10,114 

50.363 

151.083 

1900 

45,084 

55,4.33 

93.200 

11.480 

52 559 

180 071 

1973 

52,119 

01,970 

108,000 

13,439 

50,210 

211.909 

1984 

54,947 

01.175 

120,020 

14,424 

50.488 

230,681 


Sou nr. Maddison (1982) and ()K(3)(c). 

“ That is, nut adjusted for territorial elianite 




<;di> 

I ABLK A 4 

I'h.H Ilf.AI* OK 1*111*1 1 

HUON 




Krancc 

(Vrmanv 

ja|ian 

Netherlands 

U K. 

US. 

1870 

1,542 

1.360 

500 

2.290 

2,071 

1 902 

1913 

2.878 

2.737 

1.000 

3 29S 

4.101 

4.K57 

1950 

4.147 

3,000 

1.48(1 

4.884 

5.000 

8 201 

I960 

5.933 

6.985 

3.136 

0.70.1 

7 091 

9.008 

1973 

10.514 

10.899 

8.987 

10.581 

9 902 

1 1 741 

1984 

12.01.3 

13.207 

12.235 

11.710 

1 1 008 

15.829 

Soul iv. 

Deris eil finin Tallies 

A-l and A-2 







TABLE A 5 

1 .mw hi I’tioni meirs l.i sn. |lil)l' em Urn a Wokki i. 

iS at 1984 piireliasnil’ power' 




Franee 

( ierinaiis 

Japan 

Nrtlu’ll.unU 

1870 

1.05 

1 13 

0.37 

2 02 

2 1 1 

1 42 

1890 

1 42 

1 63 

0.53 

h a 

1 

: <#3 

191.3 

2.21 

2.50 

0 81 

1 15 

% VI 

4 44 

1929 

3 21 

3 11 

1 42 

1 90 

4 52 

h N) 

1918 

4.14 

3 85 

1 77 

4 91 

4 41 

7 01 

1950 

4 51 

.V(>7 

1 52 

l> 17 

6 II 

10 91 

1900 

0.95 

7.13 

2 70 

8 1,2 

8 01 

13 98 

1973 

14 .31 

1.3 94 

8.39 

lt> 77 

13 19 

19 16 

1984 

20.78 

19.28 

1 1 85 

20 72 

IT 17 

21 31 


Sounr I )< -rived from Tallies A-l. A T. and A-9 
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TABLE A-6 

Skciuhal La boh Pmidi'itivity CJhowtii (Vai.uk Aodkd fkh Pkkson Empijovkh), 1913-84 

(miimal average compound growth rate) 


1913-50 

1950-73 

1973-84 



Agriculture 


France 

1.8 

5.9 

4.8 

Germany 

- 0.4 

6.3 

4.5 

Jujiau 

(1.5 

7.3 

2.1 

Netherlands 

it. a. 

6.0 

5.6 

U.K. 

2.5 

4.0 

4.2 

U.S. 

1 6“ 

5.4 

2.5 

Average 

1.2 

5.9 

4.0 



Industry (Ineluding (.’(instruction) 


France 

1.1 

5.2 

3.1 

Germany 

1.3 

5.6 

2.7 

Japan 

0.7 

9.5 

.3.7 

Netherlands 

it. a. 

5.6 

2.2 

U.K. 

14 

2 9 

2 9 

U.S. 

1.5" 

2.2 

0.8 

Average 

1.3 

5.2 

2.6 



Sen ices 


France 

0.4 

3.0 

1.1 

(Germany 

-0.2 

2.8 

1.7 

Japan 

0.9 

4.0 

1.9 

Netherlands 

ii. a. 

1.8 

0.2 

UK. 

0.7 

2.0 

0.6 

V.S. 

1.0“ 

1 4 

0.4 

Average 

0.6 

2 5 

1.0 

Source. As for Table A-l. 




u 1909-48, '• 1973-83. 
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TABLE A-7 
Empi/iyment (000s) 



France 

(Germany 

Japan 

Netherlands 

V K. 

li S 

1870 

19,126 

10,260 

17.685 

1,381 

12.285 

13,826 

1890 

19.940 

12,043 

21,174 

1,680 

14.764 

22.817 

1913 

21,013 

17.303 

26,046 

2,330 

18 566 

38.821 

1929 

20,488 

19,037 

29,171 

3.023 

18.936 

47.915 

1938 

18,948 

21,204 

31.855 

.3,169 

20.818 

48.271 

1950 

19.218 

21.164 

.35,683 

3.625 

22 400 

61.651 

I960 

19,662 

26.080 

44.670 

4.101 

24.225 

69.195 

1973 

21.455 

26,849 

52.590 

4.646 

24.993 

88 868 

1984 

21.509 

25.111 

57.66(1 

4.971 

21.984 

107.7.34 


Source As dcscrilx-d in Maddison (1984a. p. 85). except for France and U.S. France 1870-90 revised Ironi INSEE 
(1968. p. 43) II. S. 1910-50 Irmn Stanley Ia*lx*rgotl (1904. p. 512) with female' farm employ nieiit adjusted ujiward 
to maintain a uniform lemale/inale farm ratio at ladiergott s 1940 level See U S Dept, of < luimiierce iI975. Fart I, 
pp. 127-28) for eensns figures on male and female farm employment The figures fi»r tins pcruxl were then adjusted 
upward liv 0.4121 percent to allow iiir the faet that Alaska and Hawaii were added ill 1950. Kot 1918. New Deal 
relief workers were* added to Iwlx-rgott s employment figure i see Michael Darhy 1970: For I 870 1910 it was 
assumed that employment grew parallel with the population aged 15-64. I’rojxirtion of working agi- derived from 
II.. S. Dept, of (.’oiiiinerec* 11975, Part I, p 15). For 1960-64 1 1 . S employment was augmented to include 14- and 
15-year-olds (data supplied l>v BI.S) All figures for all countries are adjusted to reler to the geographic aiea within 
1984 frontiers. 
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TABLE A-8 

Unkmpijovmknt ss Pkhc k.ntack ok Totm. I.shok F< iiuk 



1913 

1950 

1973 

1984 

France 

n.a. 

2.3 

2.6 

9.7 

Germany 

n. a 

8.2 

0.7 

7.7 

Japan 

n.a. 

1.9 

1 3 

2.7 

Netherlands 

ii. a 

2.8 

3.1 

14.7 

UK. 

2.1 

2.5 

3.1 

12.8 

U.S. 

4.3 

5.2 

4.S 

7.4 


Sourer. 1913 ami 1950 from Maddison (1982! 1973 ami 1984 (inure*, supplied Its US. Bureau of Ijlxir Statistics 
The figures are adjusted to lie comparable ss-ith l' S nmeepts. 


TABLE A 9 




IIocks 

VVimkH) li lt l*KHsci*> 

I’KH Yl Sit 




Francs' 

Germany 

Japan 

Netherlands 

UK 

U S. 

1870 

2.945 

2.941 

2.94.5 

2.964 

2,984 

2.964 

1890 

2,770 

2.765 

2.770 

2,789 

2,807 

2.789 

1913 

2.588 

2.581 

2,. 588 

2,605 

2,024 

2,605 

1929 

2,297 

2.284 

2.364 

2.260 

2,286 

2,:142 

1938 

1.848 

2.310 

2.391 

2.214 

2.267 

2.062 

1950 

1.989 

2,316 

2.289 

2.208 

1,9.58 

1,867 

1960 

1.981 

2,081 

2.450 

2.177 

1,913 

1.795 

1973 

1.785 

1 8(15 

2.213 

1,82.5 

1.688 

1,710 

1984 

I. .554 

1.676 

2.149 

1.640 

1.518 

1,632 


Source: As descriln-d in Maddiviu (1984a. p. 85). Germans 1900 oussard res lsed from IAB (Institut fur Arlseitsmarkt- 
und Berufsforsclning der Biuidesaustalt fiir Arlieit) 1985/1. U.S. 1973 oussard revised upward ou the basis of Janice 
Hedges (1977) and Kent Konya- (1984). for 1960 onward tin- breakdown ol the hours estimates was made as shown 
ill Tables A-10 and A ll For earlier sears the procedure was cruder |sce Maddison 1980a ami Maddisou 1982 lor 
further detail of the procedures). 
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TABLE A - 10 



ESTIMATED BhkaKIXjWN OK AVKKACIt 

Houms piin Fkhsun Eurom.n in 1983 



Net Hours* 

Worked per Day 

Days Worked 
per Year 

Hours Worked 
pf* r War 

France 

7.570 

206.00 

1.560 

(iermany 

7.953 

211.45 

1 682 

Japan 

7.950 

267.75 

2,131 

Netherlands 

7.758 

213 50 

1.656 

UK. 

7.344 

205.83 

1 512 

U.S. 

7.000 

231.25 

1.619 


Source Estimates derived liy meriting data from various sources. Methods and sources for France, Lerinany, and 
UK. descrilx'd in Maddison (198<b); updated figures for France kindly supplied by H. (iranier. For other countries 
from the sources descrilied in Maddison (1984a, p. 85). For the U.S . Kun/c (1984i and Hedges U977) sen ed as 
guidelines, but I assume somewhat more time off as my employment figures for the U S. include government 
workers and 14- and 15-vear-olds. 

J Includes ini|>act of overtime, involuntary short-time, and voluntary part-time working 





AirmiMVISTK Brkmjxiwn 

TABLE A ll 

ok Avkkac.k Dsvs On- 

kkk Pkhson Emi-i.oud is 1983 

Weekend Days 

Public- Holidays 

SitkiU'ss. Strikes. 

Vacations Bad \\ Vat her. and Personal 


France 

I05.(K) 

10.00 

30 IN) 

f lermany 

105 <g) 

9(g) 

29.10 

Japan 

65.25 

12(g) 

12 tg) 

Netherlands 

105.00 

6(g) 

24 50 

UK. 

105 oo 

N.00 

25 02 

U.S. 

105.00 

9(g) 

1 1.35 


Sotirrr. See Table A- 1(1. 
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TABLE A-12 

Average Years of Fohmai. Educational Experience of tiif. Population Aged 15-64 
in 1913. 1950. 1973, and 1984 




Total 

Primary 

Secondary 

Higher 

France 

1913 

6.18 

4.31 

1.77 

0.10 


1950 

8.18 

4.96 

3.04 

0.18 


1973 

9. .58 

5.00 

4.11 

0.47 


1984 

10.79 

5.00 

4 89 

0.90 

Germany 

1913 

6.94 

3.50 

.3.35 

0.09 


1950 

8.51 

4.00 

4.37 

0.14 


1973 

9.31 

4.00 

5.11 

0.20 


1984 

9 48 

4.00 

5.17 

0.31 

Japan 

1913 

5. 10 

4.50 

0.56 

0.04 


1950 

8.12 

5.88 

2.08 

0.16 


197.3 

10.18 

6(H) 

3.79 

0.39 


1984 

11 15 

6.00 

4.56 

0.59 

Netherlands 

1913 

6.05 

5.30 

0.64 

0.11 


1950 

7.41 

6.00 

1.17 

0.24 


1973 

8.88 

5.00 

2.49 

0 39 


1984 

9.92 

6.00 

3.34 

0.58 

UK 

1913 

7.28 

5.30 

1.90 

0.08 


1950 

9.40 

6.00 

3 27 

0.13 


1973 

10.24 

6.00 

3.99 

0.25 


1984 

10 92 

6(H) 

4.50 

0.42 

U.S. 

1913 

6.93 

4.90 

1.33 

0.20 


1950 

9.46 

5.61 

3.40 

0.45 


1973 

11.31 

5.80 

4.62 

0.89 


1984 

12.52 

5.80 

5. It) 

1.62 


Source. C)KClY(h) (vol. I. pp. 31-1081 and its underlying worksheets, methodology and classification were used for 
most countries. These give figures for postwar census years. 191.3 was derived from postwar census information on 
education of older cohorts. Thus in the 1950 V.S. census the average levels of education lor |x>pulatkm aged 15-64 
were roughly equivalent to those for people aged 4.3. It was assumed therefore that the average education level for 
1913 would correspond approximately to the education level of people 80 years old in 1950, however. Ibr most 
European countries, the postwar census simply assumed that everyone had completed the full primary cycle, which 
was obviously not correct for 80-year-olds. We therefore had to make somewhat rough assumptions for primary 
education levels in 1913. For France the 1913 levels were derived from Carre, Dulxiis, and Malinvaud (1972, p. 
93), and for Japan the 1913 level is derived from Ohkawa and Rosovsky (197.3, pp. 56-57). Matthews, Fcinstein, 
and Odling-Smee (1982, p. 573) give estimates for England and Wales 1871-1961. 3he.se provide a cross-check on 
our crude figures, which are intended to cover the whole of the U K. 
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TABLE A-13 

Empi/ivmknt STHiirrri'KK, 1870-1084 
(percentages of total employment) 



France 

Orinany 

Japan 

Netherlands 

ll.K. 


Average 

Agriculture 

1870 

40.2 

40.5 

67.5“ 

37.0 

22.7 

50.0 

46.0 


ion 

37.4 

34.6 

64.3 

26 5 

II 0 

32 3 

34.4 


1050 

28.5 

22.2 

48,3 

13.9 

5 1 

13 0 

21.8 


1060 

21.0 

13.8 

30.2 

9.5 

4 6 

8.2 

14 7 


1073 

11.0 

7.2 

13.4 

5.7 

20 

4.1 

7.4 


1084 

7.6 

5.5 

8.0 

4.0 

2.6 

3.3 

5.5 

Industry 

1870 

27.8 

28.7 

13.8“ 

29.0 

42 3 

24 4 

27 7 


1013 

33.8 

37.8 

13.9 

33.8 

44 8 

29 3 

32 2 


1050 

34 8 

43.0 

22.6 

40.2 

46.5 

33.3 

3b. 7 


1060 

36.3 

48.2 

28 5 

30 2 

46 7 

34 3 

38 9 


1073 

38 4 

46.6 

37.2 

35.7 

41.8 

32 5 

38.7 


1084 

32.0 

10.5 

34 8 

26 4 

32 4 

28 0 

32 4 

Sendees 

1870 

23.0 

21 8 

18 7“ 

34 0 

35 0 

25 6 

26 4 


1013 

28.8 

27.6 

21 8 

30.7 

44 2 

38.4 

33 4 


1050 

36 7 

34.8 

29.1 

45.9 

48 I 

53" 

41 4 


1960 

41.8 

38.0 

41 3 

51.3 

48 7 

57 5 

46.4 


1073 

50.6 

46.2 

49.4 

58 6 

55 3 

63 4 

53 9 


1084 

60.4 

54 0 

56.3 

68.7 

65 0 

68 7 

62 2 


Sourer. Paul Kaircx-h ( 19681 for France 1870 ami Netherlands 1870-1013. Cam 1 . Diilxus and Malin\aml .1072 lor 
France 1013-50. Olikawa and Shinohara (1079) for Japan 1000-50. Keinstcm i)072' for l' k 1870- 1450 Kendrick 
( 1061) and lelx-rgott (1064) lor US. 1 870-1050 1 adjusted to correct tor census Hint nations m (cm dcl.uni < mplm im-nl' 
1060-84 from ( )K(.l)(i). "Agriculture'' comprises agriculture, forest r\ , ami li' 1 1 
manufacturing, electricity, gas, water, and construction. "Sen ices is a residual 
private ami governmental (including militan). 


A* / 4 ^ 9 






•» 5*>r 
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TABLE A- 14 



Fkmai.k.s 

as a Phopohtums ok Employmknt. 1913-84 



1913 

195<l 

I960 

1973 

1984 

F ranee 

35.fi 

36.0 

33.4 

37.1 

41.2 

Germany 

32.4 

35. 1 

37.4 

36.8 

37.9 

Japan 

38.9 

.38.5 

40.4 

38.5 

.39.5 

Netherlands 

23 fi 

23.4 

22.4 

26.4 

33.8 

UK. 

29.1 

.30.8 

33.7 

38.7 

42.5 

V.S. 

21.7 

28.8 

32.1 

37.5 

43.0 


Source: 1913 from Maddison (19821, 1950-84 from OECD(c). 


TABLE A- 15 



Totai. 

RKfHoiH'i.im.i-: Fi\ki» Capital Stock (Asskt Wkhuits) si Miihkak, 
(1950 = 100.00) 

1913-84 



France 

(Germany 

Japan 

Netherlands 

UK. 

U.S. 




Gross Slock 




1913 

n.a. 

n.a. 

56.66 

45.99 

55.17 

51.34 

1950 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

1960 

126.62 

163.09 

156.06 

138.46 

128 51 

137.18 

1973 

226.56 

331.78 

584.77 

238.25 

210.13 

214.74 

1984 

348.67 

478.99 

1,255.23 

344 53 

276. 06 

290.66 




Net Stock 




1913 

70.61 

76.01 

n a. 

ii a 

74 29 

56.31 

1950 

100.00 

100.00 

n.a. 

n.a. 

100.00 

100.00 

I960 

138. 19 

190.30 

n.a. 

n a. 

133.50 

147.66 

1973 

n.a. 

404.76 

n.a. 

n a. 

234.12 

242.13 

1984 

n.a. 

563.21 

n.a. 

n a. 

.301 72 

316.10 


Source: Derived from Tahiti A-I6 and A-18 using asset weights to add the two hroad categories of capital (residential 
and nonresklential) together. Figures refer to midyear. The estimates lor Germany and the U.K. .ire corrected for 
boundary changes, the French figures ure assumed to lie so corrected. 
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TABLE A-16 

Miitykah Nonhksiiikntiai. Fixkd Capita i. 

(1950= 100.00) 

Stock at Constant 

Phii ks 



France 

Germany 

Jajian 

Netherlands 

I'.K 

r S 




Gross Stock 




1870 

n.a. 

n.a. 

n a. 

n.a. 

35.6) 

7 04 

1913 

ii. a. 

n.a. 

29.46 

44 54 

70 48 

52 03 

1950 

100.00 

100.00 

100.00 

100.00 

100.00 

100.00 

1960 

126.20 

162.19 

175.53 

143 07 

129 66 

135 6.3 

1973 

242.20 

.348.98 

717.64 

263. St> 

215.57 

217.32 

1984 

393.02 

508.65 

1,584.42 

.390 88 

287 04 

248 39 




Net St<x-k 




1870 

n.a. 

18.58 

ii a. 

n.a. 

19 41 

8 01 

1913 

64 02 

68.71 

n a. 

n n 

84 62 

57 10 

1950 

100.00 

100.00 

ii a 

ii a. 

100.00 

100.00 

1960 

133.93 

185.67 

n a. 

it a. 

1 17 02 

144 47 

1973 

283.79 

414.12 

n.a 

n.a. 

244 06 

245 37 

1984 

439. 10 

.582 35 

n a 

ii a. 

121 .VI 

321 04 


Source. F rams' 1913-55 fmm Carre, Dnlxiis, ami Malinvaud (1972. pp. 184 2'M. and 654‘. updated l>\ figures 

supplied l>y OF.CD for 1955-84. Cermanv 1870-1950 from Maddisun (19S2) ujxiutod Statutist In-. Buudesamt 

(1980). japan 191.3-70 from Olikawa and Sltinoliara (1979. pp. 56ft 69) with rum’ll estimates tor tin- 194ft 54 link 
from capital formation figures m the same sourer, lor 1970 onward the figures weie ii|Hlateil lo figures Mipplietl In 
OECD for the private sector, and the increment in the stixk of government <apit.il was calculated In inundating 
(smstant price investment (inures in OKCDtd) with scrapping derived from investment Heines t.n laihei pi nods 
from Olikawa an<l Shinohara. Netherlands 1 9 I V 50 and 1973-84 from methods used in Maddison and Wilpstia 
(1982) assuming a 1913 capital output ratio of 2.1. 1950-73 Iroin lleiik-Jan ltiinkmau ’ ‘ ; ,v ' 

U.K. 1870-1948 from Eeinstein (1972), 1948-84 figures supplied li\ Central st •' 

1926 net stock from Kendrick (1961. pp. 320-25), 1920-84 Irom John Miisvi 
were adjusted to a midyear basis. The estimates lor Cermanv and the t’ K 
ami til#- estimates for France were presumed to he so adjusted. 
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TABLE A-17 

Midyear Stock ok Nonhesidkntiai. Fixed Capital hy Component. 1870-1984 

(1950= 100.00) 



France 

Germany 

li. K. 

H. S. 

France 

Cerniany 

U.K. 

11. S. 

Midyear Slock o( Nonresidentia! 

Structures at Constant Prices 

Midyear Stock of Kt{iiipmcnt 
at Constant Prices 





Cross Stock 




1870 

n. a. 

ii. a. 

40.61 

n.a. 

n.a. 

ii. a. 

26.62 

n.a. 

1913 

n. a. 

n.a. 

76.01 

n.a. 

n.a. 

n.a. 

60.54 

n.a. 

1950 

100.00 

100.00 

100.00 

100 (X) 

100.00 

100.1X) 

l(K).tX) 

KXt.(X) 

1960 

114.07 

157.90 

119.75 

128.78 

158.37 

172310 

147.44 

155.59 

1973 

173.55 

331.10 

190.85 

196.91 

424.32 

391.1X1 

259.95 

276.79 

1984 

246. :14 

492.77 

250.85 

250.99 

782.20 

516. (M 

352.02 

476 45 





Net Stock 





1870 

n. a. 

21.93 

60.98 

8.63 

n a. 

14.19 

31.49 

6.35 

1913 

ii. a. 

66.63 

100.61 

62.76 

n.a. 

71. 14 

58.tXt 

41.95 

1950 

100.00 

ItHl.OO 

100 00 

100.00 

100.00 

KXMXI 

ItXI.(X) 

KX).(X) 

1960 

121.10 

176 10 

127.99 

142.47 

163.01 

218.70 

152. (Xi 

151.66 

1973 

211.17 

391.72 

239 39 

233.88 

451.86 

191.39 

265.15 

276. 19 

1984 

292.67 

.566.18 

314.94 

286.72 

778. (X) 

638 14 

.331.90 

415.24 


Sourer: As for Table A- 10. 


TABLE A- IS 

Midyear Residential Capiiai. Stock at Constant Piiic i s. 18701984 
(1950= 100.00) 



France 

Cerinum 

Jil|>ilU 

Netherlands 

U K 

U.S. 




Cross 




1870 

n.a. 

n.a. 

n.a. 

n.a. 

29.33 

n a. 

1913 

86.51 

n.a. 

95.. 54 

49.20 

54.58 

51. 34 

1950 

100. (X) 

KK).(X) 

100. (X) 

100.(X) 

KX).(X) 

I(XMX) 

I960 

127.64 

164.31 

128.24 

128.24 

126.24 

1.39.71 

1973 

188.85 

.308.31 

394.90 

181.51 

199.29 

210.50 

1984 

241.72 

438.54 

784.84 

241.85 

25-1 16 

277 96 




Net 




1870 

n.a. 

23.65 

ii. a. 

n a. 

30.41 

6.16 

1913 

89.35 

86.20 

n.a. 

n.a. 

56.58 

55,09 

1950 

100.00 

1(X).(X) 

n.a. 

n.a. 

100.00 

KXMX) 

1960 

149.55 

196.77 

n.a. 

n.a. 

127.45 

151.76 

1973 

n.a. 

391.68 

n.a. 

n.a. 

208.51 

237. 18 

1984 

n.a. 

536.47 

n.a. 

n.a. 

268.14 

307.65 

Source: France to 1966 from Carre, Dulxiis, 

and Malinvatid (1972, pp. 187, 189. and 204), increments to gross 

stock thereafter calculated from housing construction figures in 

UN. various issues. 

Cerinauy, j,i|ian 

. U K., and 

U.S. from same sources as 

in Table A-16. Netherlands is an average of figures for physical stock of houses and of 

rooms 

from CBS (1979) and figures supplied hy CBS for luter yours. 
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TABUC A-I9 



f 

'.m:iis . s Consi sii'Iisin (Miu.ion Tons or Oil. 

Ki.hissi.ksi ) 




1913 

1950 

1900 

197.3 

1978 

1984 

F'lance 

55.7 

04.fi 

90.4 

182.2 

191 8 

184 7 

( •rriimny 

93 8 

93.9 

145.8 

209 8 

275.2 

256.3 

Japan 

21.7 

14 9 

91 7 

.340.4 

362.3 

354.3 


7.77 

14.2 

21.9 

01.9 

65.9 

37 2 

ll. K. 

157 5 

158.3 

109 7 

233.2 

212 2 

184 5 

US. 

4: Wi 5 

866.0 

1.014.2 1 

.711.0 

1,882.. 3 

1 726.3 


Sourer. 1913 Kiiro|M*aii s'ountrics from M (ttlicil (1975. pp. 36 ! -4)7 404 18) for coal ami till prixliislinii and trash*, 
with an addition ol 15 |H-rcs-nt for other i*ns*rgs sonri r-s (woorl. water, wind, etc 1 lor France 10 percent lor Germany 
and 4 ((orient for tin- U k. and Netherlands Japan 1913 from Hank of Japan (1966) data on prsxluctinn and trade 
in coal and oil. with a 25 |>errcnt addition for other energy sources Hiroaki Fnkaini 'I486' l' S 1413 from 
J Frederick Dewlmrst 1 1955, p. 1 1 141. 1950 from \V S. Woytiusks and K S. Woytinsks '1951 p 441' cons erted 
from coal to oil erpiisalent (using an adjnslinent factor of 0 324675' 1900 from OKt.lXi' (fills 1479' and 1KA 
(1979). 1973 84 supplied lis IF. A The 1913 figures were adjusted lor territorial shaugc, so the estimates refer 
tlusiughsiut to consumption ssilhiu tlie present area. 


tabu: a 20 

Km ih.s 1mm is is Pmhimw.i at Km <;i)F sr ( a imrsi Fss i.us ( osi 



147.3 

1478 

1481 

Franss- 

1 73 

5 21 

7 29 

(h-rmant 

2 06 

h l) 

f 

Japan 

1 65 

4 ^ 


Ns-tlis-ilansls 

2 16 

h '• 


l' K 

2. It 

h ) 


US 

2.78 

S ‘| 


Averags- 

2 09 

h , 



Sourer Kns-rgs eonsinnption fioni I’altle V 19 sallied at iiu|«ut prises '$19 51 , 

$2 12. IS in 19831. I *1)1* at l.ieloi sost sonseitesl to doll.us at OKI I) purchasing pew. 1 
from OK( !l)|ill ( 1985, sol l>. 
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TABLE A-21 
Volume ok Kxpuhts 
(1913= 100.00) 



F ranee 

Germany 

Japan 

Netherlands 

UK. 

U.S. 

1913 

100.0 

100.0 

100 0 

100.0 

100.0 

100.0 

1929 

147.0 

91.8 

257 9 

171.2 

81.3 

158.2 

1938 

91.0 

57.0 

588.3 

140.0 

57.3 

125.7 

1950 

149.2 

34.8 

210.1 

171.2 

100.0 

224.6 

1960 

298.4 

154.7 

924.4 

445. 1 

120.0 

387.9 

1973 

922.4 

514.3 

5,672.7 

1,632.1 

241.9 

912.0 

1984 

1,459.5 

774.0 

14.425.2 

2..' 183. 7 

349. 1 

1,161.5 


Sourer. 1913-73 from Maddison (1982), 1973-H4 from IMF. 


TABLE A 22 
Volume ok Imi'oiits 
(1913 — 100.00) 



France 

Germany 

Japan 

Netherlands 

UK. 

U.S. 

1913 

100.0 

100.0 

100.0 

100 0 

100.0 

100.0 

1929 

133.0 

99.1 

259.8 

115.4 

125.8 

191.7 

1938 

107.0 

87.7 

386.9 

98.2 

127.0 

137.7 

1950 

111.5 

48.8 

103.4 

121.5 

115.4 

247.7 

1960 

217.9 

191.3 

520.2 

243.0 

182.1 

373.5 

1973 

870.3 

594.1 

2.943.7 

747.7 

361.0 

1.091.6 

1984 

1.288.0 

815.6 

3,525.3 

953.3 

471.2 

1,745.8 


Source. 1913-50 MacldiMUl (1902) except for Japan, which is from Ohkawn and Kosovskv (1973. p. 302); 1950-34 
from IMF. 
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TABU-: A 23 

Hatio ok Mkhciianijisk Thais*: to GDP at Clhhknt Phioks 



Exports 



Imports 


1913 

1950 

1973 

1913 

1950 

1973 

F ranee 

15.9 

10.6 

14.3 

19 5 

10.6 

14.7 

Germany 

17.0 

8.5 

19.4 

18.1 

11.6 

15.8 

Japan 

14.9 

7.8 

9.0 

16.5 

9.1 

9.3 

Netherlands 

36.8 

28.6 

39.8 

66 8 

41 6 

40 5 

II. K. 

19.8 

16.7 

17.1 

24.9 

19 3 

22.2 

11. S. 

6.1 

3.6 

5.3 

5.1 

3.4 

5.5 

Sourer. those cited in 

Maddison (1983. 

p. 596) and Maddison (1964, p. 

67). 




TABLK A-24 

Nkskaiii ii ami Dkvhhi'vii-nt K\i-km>ih in- as Pa hi kstaoa < it- CI)P 



I960 

1973 

1983 

France 

1.3 

1 *• 

2.U 

(Germans 

1 0 

2.1 

2 6 

Jap.m 

1 4 

20 

2.5' 

Netherlands 

2.0-' 

1 9 

2 (P 

UK 

2.5 

2 !'• 

2 4-' 

US. 

2.7 

2 1 


Sourer I960 from Kendrick (1981, p. 

158); other 

sears from OKGD Sen-nee U 



- 1904. '' 1972. '1982. ■' I9HI. 


TABI.K \ 25 

Hi si> mm ii \m> Dknkioi-mkm Km-kndiu hi \t MlM . 

(,$ lulliou' 


HXiO 


Fiance 

3 52 

‘I Ms 


( •Vrinuny 

3 71 

It I-./ 

-■ . 

Ja|wn 

♦ 01 

19 55 

56 71 

Netherlands 

1.54 

2 70 

3 55 

U K 

9 39 

II 09 

1.5 00 

US 

40 .15 


101 16 

Total 

68.52 

127 85 

191 94 

Total as share ol six-ronntrv CUP 

2 2 

.8 

26 

U.S. share ol tot.d (|iereeiil) 

68 

5T> 

53 


Snimr. Tallies A- 1 ami A-2-1 
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I. Why Study Auctions ? 

/Am: I'Aivn to an i-.xc iianck often 
knows something relevant to the 
transaction that the other party does not 
know. Such asymmetries ot information 
are pervasive in economic activity: for 
example, in the relationship between 
employer and employee when the em- 
ployee’s effort cannot he monitored per- 
fectly; between the stockholders and the 
manager of a firm; between insurer and 
insured; between a regulated firm and 
the regulator)’ agency; between the sup- 
plier and the consumers of a public good; 
between a socialist firm and the central 
planner; or (as is the subject of this paper) 
between buyer and seller when the value 
of the item is uncertain. 

Forty years ago, F. A. Havek criticized 
theories that purport to descrilie the 
price system but start from the assump- 
tion that individuals have symmetric in- 
formation; 


The peculiar character of the piohlem of a ra- 
tional economic order is doferonned nrccisclv 
h\ the fact that t!n >■ • 
stances of wlm 1 
in concent i. it i 
as the dispel - 
ipicntl) ccmh.. 
separate nulls 
problem of sin 
ol how to allot 
is tak> n to no .. . 
delil*eratel\ sulvtc i 
“data.' It is rather a pu.i I. 

the liest use ol resources knocsn to am nl the 
members of societv . loi ends whose relative 
nnportam-e onl> these individuals know Or. 
to put it hriellv. it is a problem of the utilization 
of kiiowlisier winch is not uiven to am one in 
its tolalitv illavek I5MS. p SI*)' 

Havek went on to argue that to omit im- 
perfections of information is to ignore the 
price system’s chief advantage. The 
"marvel" of the price system is its effi- 
eienoy in communicating information “in 
a system in which the knowledge of the 
relevant facts is dispersed among many 
people" (p. 525). All that a buyer or seller 
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needs to know to make a rational decision 
is the vector of prices; he need not know 
the determinants of supply and demand 
that underlie the prices. 

Hayek’s critique of extant theories of 
the price system applies equally to the 
most thorough current theory, the Ar- 
row- Debreu model, which assumes ei- 
ther that information is perfect or, what 
is essentially the same thing, that a full 
range of markets in contingent commodi- 
ties exists. To paraphrase Havek in mod- 
em terms, the constraints imposed by 
informational asymmetries can be as sig- 
nificant as any resource constraints. 

Is the market as effective at transmit- 
ting information as Havek argued'' The 
much-cited examples due to George Ak- 
erlof (1970) illustrate that it need not be. 
The inability of buyers of used cars to 
observe the quality of any one car might 
cause the used-car market to cease to 
function. Similarly, the working of medi- 
cal-insurance markets is hindered by the 
inability of an insurance company to ob- 
serve completely an individual’s current 
state of health. Should we conclude that 
Hayek’s claims for the informational effi- 
ciencies of the price system are unduly 
optimistic? Resolution of this question 
requires some systematic analysis of how 
economic agents behave when informa- 
tion is dispersed. 

Some of the most exciting of the recent 
advances in microeconomic theory have 
been in the modeling of strategic l>ehav- 
ior under asymmetric information. One 
part of this broad research program is 
the theory of bidding mechanisms. The 
modeling of auctions provides a narrowly 
defined set of questions with which to 
begin a rigorous examination of the impli- 
cations for the price system of informa- 
tional asymmetries. 

The study of auctions provides one way 
of approaching the question of price for- 
mation. As was pointed out in a well- 
known article by Kenneth Arrow (1959), 


the standard economic model of many 
small buyers and sellers, taking as given 
the market price, is lacking in that it fails 
to explain where prices come from. Once 
the deus ex maehina of the Walrasian 
auctioneer is discarded, who sets prices? 
Even in an otherwise perfectly competi- 
tive market. Arrow argued, during the 
process of price formation there is consid- 
erable uncertainty, resulting in each 
seller facing a downward-sloping demand 
curve or each buyer facing an upward- 
sloping supply curve. During the adjust- 
ment to the competitive equilibrium, 
"the market consists of a number of mo- 
nopolists facing a number of monopson- 
ists” (p. 47). Auction theory provides one 
explicit model of price making (although 
it is a restricted model of price formation 
in that it ignores the bargaining aspects 
of the process sketched hy Arrow). 

A less fundamental but more practical 
reason for studying auctions is that auc- 
tions are of considerable empirical signif- 
icance: The value of goods exchanged 
each year by auction is huge. This fact 
in itself indicates that some theoretical 
study of auctions is warranted. More- 
over, as will be seen, the theory of auc- 
tions is closer to applications than is most 
frontier mathematical economics. 

The theoretical results in auction the- 
ory can explain the existence of certain 
trading institutions, and perhaps can 
even suggest improvements in the exist- 
ing institutions: Thus auction theory has 
l>oth positive and normative aspects. 
Many of the results address the question: 
What is, from the point of view of the 
monopolist, the best form of selling 
.mechanism to use in any particular set 
of circumstances? Other questions that 
can be answered include the following. 
Should the seller impose a reserve price? 
If so, at what level? Can the seller design 
the auction so as to achieve price discrim- 
ination among the bidders? Is it ever in 
the seller’s interest to require payment 
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from the unsuccessful bidders? If it is 
feasible to make payment depend not 
only on the bid but also on something 
correlated with the true value of the item 
(as is the effect of royalties, for example), 
should the seller do so? Should the seller 
release any information he has about the 
item’s true value? What can the seller 
do to counter collusion among the bid- 
ders? 

This paper surveys recent develop- 
ments in the theory of bidding mecha- 
nisms and discusses the relevance of the 
theoretical results for auctions in 
practice. 1 

In what follows, theorems will be 
stated in italics. For ease of exposition, 
not only will the proofs of the stated re- 
sults be omitted, but also some of the 
required technical assumptions. For pre- 
cise statements of assumptions, as well 
as proofs, see the cited papers." 

II. The Types and Uses of Auctions 

What is an auction? An auction is a 
market institution with an explicit set of 
rules determining resource allocution 
and prices on the basis of bids from the 
market participants. 

What kinds ol goods are sold by auc- 

1 Because there .ilre.ul> are a survey (li\ Hielianl 
Kiigclbrcvlit-Wiggans 1980) ami a bibliography tin 
Hnlieit Stark ami Michael Rothkopf I979> of the ear- 
lier literature, this paper will focus mi recent devel- 
opments The surveys In I'aul Milgiom tl983, 1980) 
cover in more depth a narrower range of topics than 
the present survey. A brief Mirvev of auction theory 
is given In Koliert Wilson 1 1987) 

J To the reader interested in pursuing auction the- 
ory more dccplv than this 11011 lech 11 ie.il survey . we 
recommend lieginmng with the following papers 
William Vickrey’s remarkable 1901 p.i|>er, two de- 
cades ahead of its time, is still worth reading as an 
introduction to the analysis of auctions. Milgrom and 
Rolrcrt Welicr (1982a) provide a very general frame- 
work for analyzing auctions and ioni|iarc different 
auction lorms ami different seller policies. On the 
designing of optimal auctions, the central pa|iers are 
Roger Mverson (1981) and John Riley and William 
Sainuclson (1981); the former paper is more general, 
but the latter is more readable. 


tion? The list is long: Artwork, IkkjIcs, 
antiques, agricultural produce, mineral 
rights. United States Treasury bills, cor- 
porations, and gold are some current ex- 
amples; wives and slaves are historical 
examples (Ralph Cassady 1967; Martin 
Shtihik 1983). Why are auctions used 
rather than other selling devices such as 
posting a fixed price? According to Cas- 
sady (1967, p. 20): “One answer is, per- 
haps, that some products have no stan- 
dard value. For example, the price of 
any catch of fish (at least of fish destined 
for the fresh fish market) depends on the 
demand and supply conditions at a spe- 
cific moment of time, influenced possibly 
by prospective market developments. 
For manuscripts and antiques, too, 
prices must be remade for each transac- 
tion. For example, how can one discover 
the worth of an original copy of Lincoln’s 
Gettysburg Address except by auction 
method?’’ 

Sometimes there is a single buyer who 
wishes to purchase some 0*-m from one 
of a sef of potential 
theoretical poin' 
essentially tin 
from reversal 
aides. Thus, a 
tionary defim •> 
sale in which . 
of highest bill 
auction to dost i 
and bidding to bio 
the sake of brevity, we shall usually ills 
cuss auctions as mechanisms for selling.' 

Governments are the most prominent 
users of procurement auctions. In a mod- 
ern market economy, the governments 
purchases from private firms typically ac- 
count for about 10 percent of gross do- 
mestic product. For many government 
contracts, firms submit sealed bids, the 
contract is required by law to be awarded 
to tin* lowest qualified bidder. Sealed- 
bid tenders are sometimes also used by 
firms procuring inputs from other firms. 
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Novel uses of auctions include the auc- 
tioning of the rights to a natural monop- 
oly as a substitute for regulating it 
(Harold Demsetz 1968; Oliver William- 
son 1976); the auctioning of import quo- 
tas as a way of generating data on the 
extent of protection afforded by the (jun- 
tas as well as capturing the rents for the 
government (M. Piekford 1985); the use 
of an auction mechanism for selecting a 
location for noxious facilities like prisons 
and hazardous-waste disposal plants 
(Howard Kunreuther and Paul Kleindor- 
fer 1986); and the auctioning of airport 
time slots to competing airlines, pro- 
posed as an improvement over the exist- 
ing slot quotas (S. J. Rassenti, V. L. 
Smith, and R. L. Bulfin 1982). 

In a double auction, several buyers and 
several sellers submit bids simultane- 
ously. The double auction is a stylized 
representation of organized exchanges 
such as stock exchanges and commodity 
markets. 

What are the types of auctions that are 
in use? Four basic types are used when 
a unique item is to l>e bought or sold; 
the English auction (also called the oral, 
open, or ascending-bid auction); the 
Dutch (or descending-bid) auction; the 
first-price sealed-bid auction; and the 
second-price sealed-bid (or Vickrey) auc- 
tion. 

The English auction is the auction form 
most commonly used for the selling of 
goods. In the English auction, the price 
is successively raised until only one bid- 
der remains. This can be done by having 
an auctioneer announce prices, or by 
having bidders call the bids themselves, 
or by having bids submitted electroni- 
cally with the current best bid posted. 
(The word “auction” is derived from the 
Latin augere , which means “to in- 
crease.”) The essential feature of the En- 
glish auction is that, at any point in time, 
each bidder knows the level of the cur- 
rent best hid. Antiques and artwork, for 


example, are often sold by English auc- 
tion. 

The Dutch auction is the converse of 
the English auction. The auctioneer calls 
an initial high price and then lowers the 
price until one bidder accepts the current 
price. The Dutch auction is used, for in- 
stance, for selling cut flowers in the 
Netherlands, fish in Israel, and tobacco 
in Canada. 

With the first-price sealed-bid auction, 
potential buyers submit scaled bids and 
the highest bidder is awarded the item 
for the price he bid. The basic difference 
between the first-price sealed-bid auc- 
tion and the English auction is that, with 
the English auction, bidders are able to 
observe their rival's bids and accord- 
ingly. if they choose, revise their own 
bids; with the sealed-bid auction, each 
bidder can submit only one bid. First- 
price sealed-bid auctions are used in the 
auctioning of mineral rights to U.S. gov- 
ernment-owned land; they are also some- 
times used in the sales of artwork and 
real estate. Of greater quantitative signif- 
icance is the use. already noted, of 
sealed-bid tendering for government 
procurement contracts. 

Under the second-price sealed-bid 
auction, bidders submit sealed bids hav- 
ing been told that the highest bidder 
wins the item but pays a price equal not 
to his own bid but to the second-highest 
bid (Vickrey 1961). W'hile this auction 
has useful theoretical properties, it is sel- 
dom used in practice. 

Many variations upon these four basic 
auction forms are used. For example, the 
seller sometimes imposes a reserve 
price, discarding all bids if they are too 
low (Cassady 1967, Ch. 16). Bidders may 
be allowed only a limited time for sub- 
mitting bids (Shubik 1983, pp. 45-49). 
The auctioneer may charge bidders an 
entry fee for the right to participate (Ken- 
neth French and Robert McCormick 
1984). Payment may be made to depend 
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not only on bids but also on something 
correlated with the true value of the 
item, as is achieved by using royalties 
(James Ramsey 1980). In an English auc- 
tion, the auctioneer sometimes sets a 
minimum acceptable increment to tbe 
highest existing bid (B. S. Yamey 1972). 
The seller might, instead of selling the 
item as a unit, offer for sale shares in 
the item (Wilson 1979). 

Two broad questions are prompted by 
the foregoing description of the use of 
auctions. First, why is an auction used 
rather than some other selling (or buying) 
procedure? Second, given the diversity 
of types of auctions, what determines 
which particular auction form is chosen? 
In order to address these questions, some 
theoretical machinery is needed. 

III. The Ability to Make Commitments 

Auctions are often used by a monopo- 
list (an individual selling a unique work 
of art, a government selling mineral 
rights, etc.) or a monopsonist (a govern- 
ment contracting out the production of 
a public good); they are sometimes also 
used in a competitive setting (in the sell- 
ing of fish or agricultural produce, for 
example). This survey will follow the ex- 
isting literature by considering the case 
of monopoly or monopsony; competition 
among the organizers of auctions will be 
little discussed. (However, there may 
be any number, large or small, of bid- 
ders.) 

It is presumed therefore that there is 
monopoly (or monopsony) on one side 
of the market. While it is possible in auc- 
tions that there are very many bidders 
so that perfect competition prevails, 
more usually there are only a few bid- 
ders: There is oligopsony (or oligopoly) 
on the other side of the market. In classi- 
cal economics, monopoly-oligopsony 

' An important exception, the double auction, will 
lie discussed in Section XI. 


problems were regarded as indetermi- 
nate: Any outcome between all of the 
gains from trade going to the buyer and 
all of the gains going to the seller was 
seen as possible. 

Auction theory sidesteps such bargain- 
ing problems by presuming that, in a 
sense, the monopolist (or monopsonist) 
has all of the bargaining power. More 
precisely, it is assumed that the organizer 
of the auction has the ability to commit 
himself in advance to a set of policies. 
He binds himself in such a way that all 
of the bidders know that he cannot 
change his procedures after observing 
the bids, even though it might be in his 
interest ex post to renege. In other 
words, the organizer of the auction acts 
as the Staekelberg leader or first mover. 

Commitment matters because even as 
simple an institution as the first-price 
sealed-bid auction leaves the seller with 
a temptation to renege. As will lie seen, 
tbe bidders submit bids that are functions 
of their valuations of the item for sale. 
Given the assumption- ' n •■•,1 m 

alxmt the sellei 
is able to dedin 
valuation of tin 
in the seller s i 
on his promise 
to the highest be 
the item at a pirn 

est bid and yet slightly K ss , . _ 

est valuation, and it would be in the in- 
terest of the bidder who has that 
valuation to accept this oiler. Of course, 
if the bidders knew in advance that the 
seller might renege on his announced 
policy, they would not bid as hypothe- 
sized. 

The advantage of commitment is that 
procedures can be adopted that induce 
the bidders to bid in desirable ways. In 
The Strategy of Conflict . Thomas Scliell- 
ing explained the advantages in general 
strategic situations of commitment 
power: "If the buyer can accept an irrevo- 
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cable commitment, in a way that is unam- because the seller does not know wha 


biguously visible to the seller, he can 
squeeze the range of indeterminancy 
down to the point most favorable to him" 
(Schelling 1960, p. 24). This follows from 
“the paradox that the power to constrain 
an adversary may depend on the power 
to bind oneself’’ (p. 22). 

There are many ways commitment can 
be achieved. For example, in the ease 
of government contracting, the govern- 
ment official responsible for the decision 
is required to follow procedures that are 
explicitly and precisely set out in a pub- 
licly available book of rules. Also, a “po- 
tent means of commitment, and some- 
times the only means, is the pledge of 
one’s reputation” (Schelling 1960, p. 29): 
The cost of reneging on a current com- 
mitment might be the inability to commit 
oneself credibly in future transactions, 
and therefore the loss of future bargain- 
ing power. 

Nevertheless, it does not follow from 
that fact that one party has the ability 
to make commitments that he can extract 
all of the gains from trade. What limits 
his bargaining ability is the asymmetry 
of information: The seller does not know 
any bidder’s valuation of the item for 
sale. If the seller were able to observe 
bidders’ valuations, he could offer the 
item to the bidder who values it the most 
at a price slightly below this bidder’s val- 
uation, threatening to refuse to sell it if 
this offer is rejected. Given that the seller 
has so committed himself, it is in the 
bidder’s interest to accept this take-it-or- 
leave-it offer; the commitment makes the 
threat credible. When information is 
asymmetric, the seller’s ability to extract 
surplus is more limited. The seller can 
exploit competition among the bidders 
to drive up the price; but usually the 
seller will not be able to drive the price 
up so for as to equal the valuation of the 
bidder who values the item the most, 


this valuation is. 

In the next section, we discuss in detai 
the asymmetry of information about bid- 
ders’ valuations. 

IV. The Nature of the Uncertainty 

Asymmetry of information is the cru- 
cial element of the auction problem. In 
the case of perfect information, the auc- 
tion problem is easily solved, its just 
noted: Given the ability to make commit- 
ments, the organizer of tin 1 auction ex- 
tracts all of the gains from trade. Indeed, 
the reason a monopolist chooses to sell 
by auction rather than, say, simply post- 
ing a price is that he does not know the 
bidders’ valuations. 5 

How the bidders respond to uncer- 
tainty depends on their attit tides toward 
risk. Thus one aspect of any particular 
bidding situation that the modeler must 
take into account is the bidders’ risk atti- 
tudes. (The risk attitudes of the seller 
may also matter; however, we shall as- 
sume throughout that the seller is risk 
neutral. ) 

Differences among the bidders’ valua- 
tions of the item can arise for either of 
two distinct reasons. Which of these is 
relevant also affects how any particular 
bidding situation is to be modeled. 

At one extreme, suppose that each bid- 
der knows precisely how highly he values 

1 Milgrom 1 ifJSfi) showed within a bargaining 
model that even if a seller is in a weak Imrgaining 
position (that is, if he does not have commitment 
ability), he might still choose to sell l>y auction. How- 
ever, he then cannot use any of the strategic policies 
discussed in Sections VI through X to follow (such 
as imposing a reserve price)- Hence we shall follow 
most of the existing literature by retaining the as- 
sumption of precuinuiitiiieiit throughout this paper. 

’ Note that informational asymmetries may or muv 
not be removable in principle. On the one hand, 
for example, tastes are inherently unobservable. On 
the other hand, it might l>e feasible to monitor a 
firm's production costs, but simply too costly to do 
so. This distinction will l>e ignored in what follows. 
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the item; he has no doubt alxmt the true 
value of the item to him. He does not 
know anyone else’s valuation of the item; 
instead, he perceives any other bidder's 
valuation as a draw from some probability 
distribution. Similarly, he knows that the 
other bidders (and the seller) regard his 
own valuation as being drawn from some 
probability distribution. Differences 
among the bidders’ evaluations reflect ac- 
tual differences in their tastes. More pre- 
cisely, for bidder i, i = 1, . . . , n, there 
is some probability distribution F s from 
which he draws his valuation t\. Only 
the bidder observes his own valuation 
t)j, but all the other bidders as well as 
the seller know the distribution F t . Any 
one bidder’s valuation is statistically in- 
dependent from any other bidder’s valua- 
tion. This is called the independent-pri- 
vate-values model. This model applies, 
for example*, to an auction of an antique 
in which the bidders are consumers buy- 
ing for their own use and not for resale. 
It also applies to government-contract 
bidding when each bidder knows what 
his own production cost will be if he wins 
the contract. 

At the other extreme, consider the sale 
of an antique that is being bid for by 
dealers who intend to resell it, or the 
sale of mineral rights to a particular tract 
of land. Now the item being bid for has 
a single objective value, namely the 
amount the antique is worth on the mar- 
ket, or the amount of oil actually lying 
beneath the ground. However, no one 
knows this true value. The bidders, per- 
haps having access to different informa- 
tion, have different guesses alxmt how 
much the item is objectively worth. If 
V is the unobserved true value, then 
the bidders' perceived values r,, i = 1. 

. . . , n, are independent draws from 
some probability distribution //(r ( |V). All 
agents know the distribution //. This is 
called the common-value model. 


Suppose a bidder were somehow to 
learn another bidder’s valuation. If the 
common-value model describes the situ- 
ation, learning someone else’s valuation 
provides useful information about the 
likely true value of the item: The bidder 
would proliably change his own valuation 
in the light of this. In contrast, if the 
independent-private-values model de- 
scribes the situation, the bidder knows 
his own mind; learning about another’s 
valuation will not cause him to change 
his own valuation (although he might, for 
strategic reasons, change his bid). 

The independent-private- values model 
and the common-value model should 
lx* interpreted as polar cases: Real- 
world auction situations are likely to 
contain aspects of Ixith simultaneously. 
For example, the bidders at an antiques 
auction may be dealers guessing about 
the ultimate market value of the item; 
but these dealers may differ in their sell- 
ing abilities, so that the ultimate market 
value depends on which do ih-r wins the 
bidding. In the I ' ’ 
contract, there 
ferences in the 
ities and a cornu- 
icul unccrtainl*. 

A general im 
tions among the l -. 
includes as special cases m m •.. 
mon-value inode) and the independent- 
private-values model was developed by 
Milgrom and W eber With n bid- 

ders, lot ,v, represent a private signal 
alxmt the item's \alue obsersed by bid- 
der i. let x — U| v„). Let v = 

(,V| be a vector of variables 

that measure the quality oi the item tor 
sale. The bidders cannot observe any of 
the comjxments of .v. however, some or 
all of the components of s may be observ- 
able by the seller. Now let the ith bid- 
der’s valuation of the item lx 1 r,(*. .t). 
Thus any bidder's valuation may depend 
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not only upon his own signal, but also 
upon what he cannot observe; namely, 
the other bidders’ private signals and the 
true quality of the item. This formulation 
reduces to the independent-private- 
values model when m = 0 and Uj = x, 
for all i; and it reduces to the common- 
value model when m = 1 and v t — s, 
for all i. The notion that bidders’ valua- 
tions may to some extent be correlated 
is captured by the concept of affiliation: 
The vector of random variables ( s , x) is 
affiliated if, roughly, some variables’ be- 
ing large makes it likely that the other 
variables are large: If variables are affili- 
ated, then they are positively corre- 
lated. 6 

A further choice to be made by the 
modeler depends on the answer to the 
question: Are the bidders in some way 
recognizably different from each other? 
Is it appropriate to represent all bidders 
as drawing their valuations from the same 
probability distribution F, or should they 
be modeled as having different distribu- 
tions Fj, i = 1, . . . , n? The former 
case will be described for the sake of 
brevity as the case of symmetric bidders 
and the latter as the case of asymmetric- 
bidders. An example of an asymmetric 
bidding situation arises in government 
procurement when both domestic and 
foreign firms submit bids and, for reasons 
of comparative advantage, there are sys- 
tematic cost differences between domes- 
tic and foreign firms. 

® More precisely, let z and z’ represent a pair of 
( m + n) vectors, and let g(z) denote the joint probabil- 
ity density of the random variables z. Denote by z 
V z the component-wise maximum of z and z', and 
by z A z' the component-wise minimum. Then the 
variables are defined to be affiliated if, for all z, z\ 

g(z V z') g (z A z') a g(z) g{z'). 

Assuming differentiability of g, this is equivalent to 


where t, Zf, i j, are elements of z. See Milgrom 
and Weber (1962a) for more details. 


Yet another modeling consideration ar- 
ising from uncertainty is that the amount 
of payment can only be made contingent 
upon variables that are observable to 
both buyer and seller. In some circum- 
stances, the only such variables are the 
bids. In other circumstances, however, 
there are other mutually observable vari- 
ables. If these other variables are correla- 
ted with the item’s true value, it might 
be in the seller’s interest to make pay- 
ment depend on these other variables 
as well as the bids. For example, in min- 
eral-rights auctions, royalties make the 
payment depend upon the amount of oil 
ultimately extracted as well as the win- 
ning bid. 

The auction model that is the easiest 
to analyze is based on the following four 
assumptions. 

Al. The bidders are risk neutral. 

A2. The independent-private-values 
assumption applies. 

A3. The bidders are symmetric. 

A4. Payment is a function of bids 
alone. 

This model will be referred to as the 
benchmark model; it will be discussed 
in Sections V and VI. However, many 
real-world auctions fail to satisfy these 
assumptions: The consequences of relax- 
ing each of these assumptions, one at a 
time, will be discussed in Sections VII 
through X. 1 

The results to follow will describe bid- 
ding equilibria. Each bidder knows the 
rules of the auction that the seller has 
chosen and committed himself to. Bidder 
i knows his own valuation v t (true valua- 
tion in the independent-private-values 
model, perceived valuation in the com- 
mon-values model). Each bidder is as- 
sumed to know the number of bidders, 
their risk attitudes, and the probability 

7 Eric Maskin and Kiley (1985) provided simple 
examples illustrating the effects of varying assump- 
tions Al, A2, and A3. 
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distributions of valuations, and to know 
everyone else knows that he knows this, 
and so on. H Based on what he knows, 
each bidder decides how high to bid. At 
a Bayes-Nash equilibrium, each bidder 
bids an amount that is some function of 
his own valuation, such that, given that 
everyone else chooses his bid in this way, 
no individual bidder could do better by 
bidding differently. 

One result can l>e obtained immedi- 
ately, regardless of which of the assump- 
tions about risk attitudes and value cor- 
relations apply: The Dutch auction yields 
the same outcome as the first-price 
sealed-bid auction (Vickrey 1961). This 
is because the situation facing a bidder 
is exactly the same in each auction: The 
bidder must choose how high to bid with- 
out knowing the other bidders’ decisions; 
if he wins, the price he pays equals his 
own bid. Because of this result, we do 
not need to analyze the Dutch auction 
in what follows. 

V. The Benchmark Model: Comparing 
Auctions 

Which of the four simple auction types 
(English, Dutch, sealed-bid first-price, 
sealed-bid second-price) should a seller 
choose? In what we are referring to as 
the ljenchmark model (defined by as- 
sumptions Al, A2, A3, and A4), this 
question has a surprising answer: It does 
not matter. Each of these auction forms 
yields on average the same revenue to 
the seller. At first glance, it may seem 
that this cannot be correct. For example, 
it might seem that receiving the highest 
hid, as in the first-price sealed-bid auc- 
tion, must be better for the seller than 

H Tills is ,m instance of a came of incomplete mlor- 
mat ion (John llarsunvi 19f)7. l9f>N). A strung assump- 
tion underlying the solution of mis game of incom- 
plete information is that flic agents subjective beliefs 
almtil the unknown parameters Ik 1 mutually consis- 
tent; liir expositions, see James Friedman ( IbHii. pp. 
48-56) and Myerson (1985). 


receiving the second-highest bid, as in 
the second-price sealed-bid auction. The 
answer, of course, is that the bidders act 
differently in different auction situations; 
in particular, they hid higher in a second- 
price auction than in a first-price auction. 

Consider first the English auction. 
When will the bidders stop bidding up 
the price in the English auction? The sec- 
ond-last bidder will drop out of the bid- 
ding as soon as the price exceeds his own 
valuation of the item. Thus the highest- 
valuation individual wins the bidding and 
pays a price equal to the valuation of his 
last remaining rival. Usually this will be 
strictly below his own valuation of the 
item: The successful bidder earns some 
economic rent in spite of the monopoly 
jMiwer of the seller. 

Only the bidder knows how much rent 
he* receives Irecause only he knows his 
own valuation. From the point of view 
of an outside observer or the seller, how 
large on average is the winner's rent? 
To answer this question, suppose that the 
n bidders’ valuations are. in dollar terms, 
r , , t\„.. Suppose / . is the high- 
est valuation, c,v is tin ! ' 1 ! 

etc. (that is, r, t , is t*. ' 

and r,_>- is the 
From the prev ■ 
ning bidder in ti 
a rent of r, ( , 
view of the \\i. 
bidders' valu.it 
draws from a pun-.. 

(denote the density Iiii>oim„ ... , ... 

the expected rent of the winning luthier 
is the expected difference between the 
first order statistic, r | . and the second 
order statistic, t v. The follow ing result 

'* According to cons ontion.il wisdom, flic excite- 
ment generated b\ the open sailing of bids in an 
Knglish auction can cause bidders to bid too high. 
Such an assertion of irrational liehavior should lie 
treated with caution: It ina\ Ik- explained l>\ the 
observation that, bv the nature of the auction process, 
all lint two of the bidders lielievo the selling price 
exceeds (ho item's xalue. 
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can be proven using the properties of 
order statistics : 10 The expected difference 
between the first order statistic and the 
second order statistic is the expected 
value of [1 ~ F(v,d)]//{v (I} ). (This expecta- 
tion is taken with respect to the distribu- 
tion of the first order statistic o (1) because 
the winner has valuation o, n .) 

The amount the seller is paid by the 
winning bidder is, by definition of eco- 
nomic rent, the buyer’s valuation minus 
the buyer’s rent. Thus, from the preced- 
ing argument, the payment expected by 
the seller in an English auction is the 
expected value of J(v ( n ), defined by 


(The seller does not know the value of 
u (ll , but the expected value of J(v tll ) is 
of course not a function of e, n .) It will 
be assumed throughout that the distribu- 
tion F is such that J is a strictly increasing 
function: This simply means that the win- 
ning bidder’s expected payment is in- 
creasing in his own valuation . 1 1 

Consider now the second-price sealed- 
bid auction. In this, each bidder’s equi- 
librium strategy is to submit a bid equal 
to his own valuation of the item. To see 
this, note that, because it is a second- 
price auction, the bidder s choice of bid 
determines only whether or not he wins; 
the amount he pays if he wins is beyond 

lu A pnxif of this is given in McAfee and McMillan 
(1987f). For the case of bidders competing to sell 
an object rather than to buy (for example, bidding 
for contracts), (1 — F(v)]/fiv) is replaced by — G(r)/ 
g (c), where c is a bidder’s production cost and G 
and g are the probability distribution function ami 
density function of bidders’ costs. 

11 For J to be an increasing function, the distribu- 
tion function F must be sufficiently concave. Also. / 
is increasing if and only if [ J - F(v)]~ l is convex. 
When / is decreasing, it is in the seller's interest to 
choose the winner according to a random proc<*ss; 
see Mas Ion and Riley (1980, 1983b), Myerson (1981), 
and Ralph Haywood (1984). For some examples of 
nonmonotonic }(v), see Maskin and Riley (1984a. p. 
183). 


his control. Suppose the bidder considers 
lowering his bid below his valuation. The 
only case in which this changes the out- 
come occurs when this lowering of his 
bid results in his bid now being lower 
than someone else’s and as a result this 
bidder now does not receive the item. 
Because he: would have earned non-nega- 
tive rents if he won, lowering his bid 
below his valuation cannot make him bet- 
ter off. Conversely, suppose he considers 
raising bis bid above his valuation. The 
only case in which this changes the out- 
come occurs when some other bidder has 
submitted a bid higher than the first bid- 
der’s valuation but lower than his new 
bid. Thus raising the bid causes this bid- 
der to win, but lie must pay more tor 
the item than it is worth to him; raising 
his bid above bis valuation cannot make 
him better off (Vickrey 1961). This argu- 
ment shows that, like the English auc- 
tion, the second-price auction results in 
a payment equal to the actual valuation 
of the bidder with the second-highest val- 
uation (that is, the realization of the sec- 
ond order statistic). Thus the expected 
payment is tin* expected v alue of J(v { |,). 

The outcomes of the English and sec- 
ond-price auctions satisfy a strong crite- 
rion of equilibrium: They are dominant 
equilibria; that is. each bidder has a well- 
defined best bid regardless of how high 
he believes his rivals will bid. In a sec- 
ond-price auction, the dominant strategy 
is to bid true valuation; in an English 
auction, the dominant strategy is to re- 
main in the bidding until the price 
reaches the bidder’s own valuation. By 
contrast, a first-price sealed-bid auction 
does not have a dominant equilibrium. 
Instead, the equilibrium satisfies the 
weaker criterion of Nash eipiilibrium: 
Each bidder chooses his best bid given 
his guess (correct in equilibrium) of the 
decision rides l>eing followed by the 
other bidders. 

A Nash equilibrium for a first-price 
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sealed-bid auction is found as follows. 
Consider the decision of bidder i, whose 
valuation is v t . He conjectures that the 
other bidders are following a decision 
rule given by a bidding function B: that 
is, he predicts that any other bidder j 
will bid an amount B(vj) if his valuation 
is Vj (although bidder i does not know 
this valuation). Assume that B is a mono- 
tonically increasing function. What is 
bidder i s best bid? If he bids an amount 
h, and wins, he earns a surplus of 
— b t . The probability of winning 
with a bid b, is the probability that all 
n — 1 of the other bidders have valuations 
Vj such that B(Vj) < this probability 
is [F(B _1 (/j f )J' ,_l , where, as before, F rep- 
resents the distribution of valuations. 
Bidder i chooses his bid h, to maximize 
his expected surplus: 

Tr i = (t: I -b j )fF(B-'(Mr''- (2) 


equation defining bidder is expected 
surplus at a Nash equilibrium: 

dr r, , , , 

^ = |FM"-'. (4) 

At a Nash equilibrium, all n bidders must 
be maximizing simultaneously, so that 
the condition (4) must hold ibr all bidders 

i = 1 n. We solve the differential 

equation (4) for -n-j simply by integrating 
(using the boundary condition that if a 
bidder has the lowest possible valuation 
v t then he earns zero surplus, implying 
B(tf) — tv). Then we use the definition 
of it/ (equation (2)) plus the Nash condi- 
tion I), = B(t j) to obtain each bidder s 
decision rule: 



1 5 ) 


Thus he chooses />, such that drr/db, - 
0. By differentiating rr, with respect to 
t',, we obtain drxjdv, = d-iq/rfe, + (dir,/ 
db,){dbjdv) = drTj/di'j. (This is, of course, 
the Envelope Theorem.) Thus, by differ- 
entiating (2), an optimally chosen bid b, 
must satisfy 


dr r, 
dr, 


rhr,- 




1 ~ [ F( AJ W*. 


(3) 


So far, we have examined bidder i s best 
response to an arbitrary decision rule H 
being used by his rivals. Now impose 
the Nash (or rational-expectations) re- 
quirement. The rivals' use of the decision 
rule B must l>e consistent with the rivals’ 
themselves acting rationally. Together 
with an assumption of symmetry (any two 
bidders with the same valuation will sub- 
mit the same bid), this implies that bid- 
der i’.s optimal bid b,. satisfying (3), must 
be the bid implied by the decision rule 
B — in other words, at a Nash equilib- 
rium, b t = B(v { ). When we substitute this 
Nash condition into (3), we obtain an 


Note that this bidding function B is in- 
creasing. as was assumed "I lie second 
term on the right-b m>' 
how much the I 
low his true val 

Note the two 
going argument 
der’s l>est respo 
sion rule that b, 
his rivals to be using. I 
dition from this optimization g,i\e ust 
to equation (3). Second, we imposed the 
Nash requirement that the conjectured 
decision rules are themsehes consistent 
with optimizing behavior In the- other 
bidders. This turned equation i3> into 
equation t4). which we then sobed to 
yield to). 12 

For the special case where the distri- 
bution of valuations F is uniform and the 
lowest possible valuation is zero, substi- 


12 Oil cMstciur. .wmnictry and uimjucin-ss of bid- 
cling e(|iiilil>ria. see Maskiu ami RiK‘\ *19 N(V'.»ik 1 Mil- 
gram and W«-lx*r i I9H.5I. 
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hi bon into (5) shows that a bidder with 
value v in a first-price sealed-bid auction 
submits a bid of B(v) — (n — l)v/n; that 
is, he bids a fraction (n — 1 )/n of his valua- 
tion. 

The winning bidder is the individual 
with the highest valuation c (1) . In choos- 
ing his bid, each bidder assumes his valu- 
ation is the highest, i> (n , because this pre- 
sumption is costless if incorrect as losers 
pay nothing. It can be shown that B(v { n ) 
as in (5) is equal to the expected second- 
highest valuation conditional on the bid- 
der’s information, which is that his own 
valuation is t5 (11 . (In other words, B(v ai ) 
is the expected value of the second order 
statistic conditional on the first order sta- 
tistic being t>,, ,. ) The bidder estimates 
how far below his own valuation the next 
highest valuation is on average, and then 
submits a bid that is this amount below 
his own valuation. Thus, from the point 
of view of the seller, who does not know 
the winner’s valuation v it) , the expected 
price is the expected value of B(v [U ), 
which in turn can be shown to be equal 
to the expected value of /(u, n ), defined 
by (1). But, as we have seen already, the 
expected value of J(v {l) ) equals the ex- 
pected price in an English or second- 
price auction. Hence, on average, the 
price reached in a first-price sealed-bid 
auction is the same as in an English or 
a second-price auction. 

The foregoing argument establishes 
the Revenue-Equivalence Theorem: For 
the benchmark model, each of the En- 
glish auction, the Dutch auction, the 
first-price sealed-lnd auction, and the 
second-price sealed-bid auction yields 
the same price on average (Vickrey 1961 ; 
Armando Ortega-Reichert 1966; Charles 
Holt 1980; Milton Harris and Artur Raviv 
1981a; Myerson 1981a; Riley and Samu- 
elson 1981). 

The Revenue-Equivalence Theorem 
does not imply that the outcomes of the 
four auction forms are always exactly the 


same. In an English or second-price auc- 
tion, the price exactly equals the valua- 
tion of the bidder with the second highest 
valuation, e j2> . I» a first-price sealed-bid 
or Dutch auction, the price is the expec- 
tation of the second-highest valuation 
conditional on the winning bidder’s own 
valuation, B( r (I) ). Only by accident, for 
particular highest and second highest val- 
uations r (l ,aud e ( 2 ). will these two prices 
be equal. They are, however, equal on 
average. 

Although all four simple auctions yield 
the same price on average, there is a 
practical difference between, on the one 
hand, the English and the second-price 
auctions and, on the other hand, the first- 
price and Dutch auctions. In the former 
case, any bidder can easily decide how 
high to bid; in an English auction, he 
remains in the bidding until the price 
reaches his valuation; while in the sec- 
ond-price auction, he submits a sealed 
bid equal to his valuation. In the case 
of a Dutch or a first-price auction, the 
bidder bids some amount less than his 
true valuation: Exactly how much less 
depends upon the probability distribu- 
tion of the other bidders’ valuations and 
the number of competing bidders, as in 
equation (5). Finding the Nash-equilib- 
rimn bid in the first-price or Dutch auc- 
tion is a nontrivial computational prob- 
lem. 

The Revenue-Equivalence Theorem is 
devoid of empirical predictions about 
which type of auction will be chosen by 
the seller in any particular set of circum- 
stances. However, as will be seen, when 
assumptions that underlie the bench- 
mark model are relaxed, particular auc- 
tion forms emerge as being superior. 11 

1,1 Thi - variance of revenue is lower in an Knglish 
or second-price auction than in a first-price or Dutch 
auction (Vickrey 1961). llcncc, if the seller were risk 
averse (insteud of, as assumed throughout this paper, 
risk neutral), he would choose one of the former auc- 
tion forms. 
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Despite the monopoly-oligopsony na- 
ture of the problem, the outcome of the 
auctions is Pareto efficient: The bidder 
with the highest valuation receives the 
item (provided J is strictly monotonic and 
the seller values the item less than any 
bidder). However, as will he seen, if the 
monopolist is given more instruments, 
he will in general distort the outcome 
away from efficiency. 

What is the effect of increasing the 
amount of com|>ctitioi> among the bid- 
ders:' 'file more bidders there are, the 
higher on average is tin* valuation of the 
second-highest-valuation bidder. Hence: 
Increasing the number of bidders in- 
creases l lie revenue on average of the 
seller (Holt 1979; Harris and Kaviv 
1981a). In particular, from equation (2), 
it n — 1, — iv Without the pressure 

of competition, the sole bidder will bid 
the lowest possible valuation, r,. As the 
number of bidders increases, the bids, 
as given bv (5), increase. 11 Provided the 
number of bidders is finite, the winning 
bidder pays a price less than his own val- 
uation of the item, so that he earns posi- 
tive economic rent, but if there is perfect 
competition among the bidders. 1 ’ then 
all of the gains from trade go to the seller. 
As the number of bidders approaches in- 
finity. the price tends to the highest pos- 
sible valuation (Holt 1979). This is 
because, as the number of bidders in- 
creases, the second-highest valuation ap- 
proaches the highest possible valuation. 

11 However, il tlie bidders must mem a cost in 
preparing their hills, or il the seller must incur a 
cost in checking the credentials ol the Imlilers. it 
need not In- the ea.se that cvpcclcil net price uses 
with the number of Imlilers, see respective!) Sanincl- 
son (1985) anil McAfee and McMillan (I9S7II. 

1 ’ Here and elsewhere we use the term /xr/irf 
roiii/H'/ilion to descrilie the rase ot unlioimdfdlv 
mail) bidders. Although in piaclii-c the number ol 
bidders is of inur.se alwavs Kmte. the infinite-bidders 
case can lie taken to represent a situation in which 
there are so maiiv bidders that adding one evtra bid- 
der would not noticeably lower the prolubilitv of 
any particular bidder s having the highest valuation 


In addition to the number of bidders, 
another determinant of the strength of 
the bidding competition is the variance 
of the distribution of valuations. The 
larger is this variance, the larger on aver- 
age is the difference between the highest 
valuation and the second highest valua- 
tion, and so the larger is the economic 
rent to the winning bidder. However, 
an increase in tin* variance of a distribu- 
tion, holding the mean constant, usually 
increases the second highest valuation as 
well. Hence, for particular distributions 
of valuations, such as normal and uni- 
form. one can show that an increase in 
the variance of valuations increases Ivoth 
the average revenue of the seller and the 
rents of the successful bidders (McAfee 
and McMillan 198b). 

The essence of the auction problem 
is the unobservability of bidders' valua- 
tions. Suppose the seller wishes to learn 
the bidders' valuations. Can he design 
the auction so as to induce the bidders 
directly to reveal their preferences: 1 The 
following result was *> 

above: In the 
auction, each I 
tion (Yickrev 
benchmark in< 
this informatx • 
crage the revei 
second-price am i.< . 
the revenue from anv ■ . 

tions. The seller cannot exploit tins infor- 
mation. because he obtains it only after 
having committed himself to the second- 
price mechanism. 

VI. Optimal Auctions 

The Hevenue-Kquivalence Theorem 
compares the expected revenues accru- 
ing from each of the commonly used auc- 

This n iIom’Iv related to the idea underlying 
the Ciovcs mechanism tor inducing revelation of 
pit'lririKv* tot public jitwnK (ThrocWe OnwH ami 
|olm LanKani 1977V 
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tion forms. Given that the monopolist has 
the power to choose any selling mecha- 
nism, a more fundamental question to 
ask is, What is the l>est of all possible 
selling mechanisms from the point of 
view of the seller? 

The tool used to address this question 
is the Revelation Principle. Use the word 
mechanism to describe any process that 
takes as inputs the bids and produces as 
its output the decision as to which bidder 
receives the item and how much any of 
the bidders will be required to pay. Each 
of the auction forms so far described is 
an example of a mechanism. In a direct 
mechanism, each bidder is asked simply 
to report his valuation of the item. A 
mechanism is incentive compatible if the 
mechanism is structured such that each 
bidder finds it in his interest to report 
his valuation honestly. Assume the ab- 
sence of collusion among the bidders. 
The Revelation Principle assets the fol- 
lowing: For any mechanism , there is a 
direct , incentive-compatible mechanism 
with the same outcome. Thus, in particu- 
lar, the optimal mechanism can be mim- 
icked by some direct, incentive-compati- 
ble mechanism. (For useful expositions 
of the Revelation Principle, see Harris 
and Robert Townsend 1985 and Mverson 
1985.) 

To exemplify the Revelation Principle, 
consider the direct, incentive-compatible 
mechanism that is equivalent to the first- 
price sealed-bid auction. In the first- 
price sealed-bid auction, the bidder with 
the highest valuation v wins and pays the 
amount of his bid, which was shown in 
the last section to be B(v). Consider now 
a direct mechanism, in which the seller 
simply asks the bidders to report to him 
their valuations. Usually it will be in the 
bidders’ interests to lie. Suppose, how- 
ever, the seller announces that the mech- 
anism is the following: The bidder who 
reports the highest valuation, C, will win 
the item and be asked to pay B(6). This 
particular direct mechanism is equivalent 


to the first-price sealed-bid auction. Be- 
cause the bidders in the first-price 
sealed-bid auction are optimizing when 
they submit bids of B(v), it must be opti- 
mal for them to report their valuations 
honestly, that is, v = v. in this direct 
mechanism: The mechanism is incentive 
compatible. Also, as shown earlier, the 
second-price auction is incentive compat- 
ible. 

The Revelation Principle achieves hon- 
est revelation in the direct mechanism 
by designing the payoff structure in such 
a way that it is in the bidders’ interests 
to be honest. In effect, the computations 
that go on within the mind of any bidder 
in the nondirect mechanism are shifted 
to become part of the mechanism in the 
direct mechanism. Instead of having the 
bidder compute his own bid in the first- 
price sealed-bid mechanism, all of the 
computations are done inside the mecha- 
nism in the direct mechanism. 

The significance of the Revelation 
Principle is that it shows that the modeler 
can limit his search for the optimal mech- 
anism to tin* class of direct, incentive- 
compatible mechanisms. The number of 
possible selling procedures is huge; 
hence it is useful to be able to restrict 
attention to one relatively simple class 
of mechanisms. The Revelation Principle 
is purely a theoretical technique; few, if 
any. resource-allocation procedures in 
practical use are direct, incentive-com- 
patible mechanisms. But using the Reve- 
lation Principle does facilitate solving for 
that resource-allocation mechanism that 
is optimal subject to the constraints im- 
posed by the asymmetry of information. 
The optimal direct mechanism is found 
as the solution to a mathematical pro- 
gramming problem involving two kinds 
of constraints: first, incentive-compatibil- 
ity or self-selection constraints, which 
state that the bidders cannot gain by mis- 
representing their valuations; and sec- 
ond, individual-rationality or free-exit 
constraints, which state that the bidders 
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;ould not l>e better off if they refused 
o participate. 

. Returning to the auction model stated 
n the last section, suppose that the seller 
liinsclf attaches a value of n 0 to the item 
icing ottered for sale. (Because e„ may 
>e zero, we are not requiring that the 
eller necessarily has some use for the 
tern.) Continue to assume that the J 
unction defined in equation (1) is in- 
•reasing. Applying the Revelation Princi- 
)le can he shown to yield the following 
esult: For the benchmark model, the 
nirtion that maximizes the expected price 
uis the following characteristics: (a) If 
(i j) < (' (1 for all bidders’ valuations r,, 
hen the seller refuses to sell the item: 
h) othcru'isc he offers it to tin • bidder 
chose valuation r is highest at a price 
< 1 ua I to B(v) (laittont and Maskin 1980, 
farris and Raviv 1981a; Milgrom 1983; 
.Iverson 1981; Riley and Sam nelson 
981 ; Engolbrecht-VViggans 1980; McAfee 
md McMillan 1987a). 

The first part of this result says that 
lie seller optimally sets a reserve price, 
mt selling the item if all bidders' valna- 
ions are too low. Notice that this policy 
ntroduees tin- possibilitv of an inefficient 
mtcoinc. Because /(i ) r, it is possible 
hat the seller keeps the item despite tin* 
presence of some bidder with a valuation 
hat is greater than the seller's own valua- 
ion. lake tin* elementary -textbook mo- 
inpolist. the seller fimls it in his interest 
o distort the outcome away from Pareto 
iptimalitv. 

This description of the optimal auction 
s in terms of a direct, incentive-compati- 
>le auction, with the seller asking the 
udders how much they value tin* item 
md the bidders responding by honestly 
'••porting their valuations to the seller, 
■o convert back to a more familiar look- 
tig mechanism, consider an English auc- 
ion. As wits shown in the last section, 
he seller expects to earn J(v) from a win- 
ter with value r. Thus, if the reserve 
Jriee is not binding, part ( h ) of the opti- 


mal-auction result shows that the optimal 
auction is equivalent to the English auc- 
tion. The Knglish-auetion equivalent of 
the reserve price (part (a) of the result) 
is that the seller sets a reserve price r 
which strictly exceeds his own valuation 
t>„ (namely, r = J '( t„) > i;„). 

To understand why the reserve price 
increases the average selling price, sup- 
pose there is at least one bidder whose 
valuation v exceeds the seller’s valuation. 
The reserve price is binding in the En- 
glish auction only if the second-last bid- 
der drops out before the reserve price 
is reached. The optimal level of the re- 
serve price is determined by a trade-off. 
The disadvantage of setting a reserve 
price, already noted, is that it is |>ossible 
that the remaining bidder has a valuation 
that lies between the seller's valuation 
and the reserve price. r„ < r < r — 
J Hr „). In this case, the monopolist loses 
the sale even though the bidder would 
have boon willing to pay more than the 
good is worth to tin* seller. On the other 
hand, the advantage of the reserve price 
is that it is possible that the bidder's \ abl- 
ation exceeds the reset'. '* * 

be pays at least tl 
reserve price is 
bidder s valuatim 
than he would 1 
thi' reserve prii . 

The case of a 
simple example e* 
sets a reserve pine 

never pay more than i. as he l.u i s no 
competition. The hover will pax r if Ins 
value of the good exceeds r. which occurs 
with probabilifv 1 — far'. Thus, the seller 
expects to earn; 

TT{r) - rj 1 - /''w' 1 r<, /•(; '. (t>' 

Maximization of it with respect to r yields 
r„ = y (/*t and tin* second order condition 
that J is nondecreasing. 1 ' 

*■ \ iiM-lul wav at preM-rMiig tin' mxmihIhii ilir-str- 
listii iiitnilum earlier is lo note that the 



714 


Journal of Economic Literature . Vol. XXV 7 ( June W87) 


Note the simplicity of the formula for 
the optimal reserve price; in particular, 
it is independent of the number of bid- 
ders. The reason for this is that the seller 
imposes tilt? reserve price in order to cap- 
ture some of the informational rents that 
would otherwise go to the winning bid- 
der; and these rents are equal to 
fl — F(v)]/fiv), which is independent of 
the number of bidders. For the case of 
a uniform distribution of valuations, the 
optimal reserve price is especially easy 
to compute: It is the average of the sell- 
er’s own valuation and the highest possi- 
ble valuation that a bidder could have. 

Because, as was shown in the last sec- 
tion, the four common auction forms are 
essentially equivalent in the benchmark 
model, we can conclude as follows: For 
the benchmark model, any of the En- 
glish, Dutch, first-price sealed-bid, and 
second-price sealed-bid auctions is the 
optimal selling mechanism provided it is 
supplemented by the optimally set re- 
serve price. The optimal level of the re- 
serve price for any of these auctions is 
J~ '(fo) (Harris and Kaviv 1981a; M verson 
1981; Riley and Samuelson 1981). 

This is a powerful result. No restriction 
has been placed on the types of policies 
the seller could use. The seller could, 
for example, have several rounds of bid- 
ding, or charge bidders entry fees, or 
subsidize bidders, or require losing bid- 
ders to pay an amount related to their 
bids, or allow only a limited time for the 
submission of bids. But none of these 
more complicated strategies would in- 
crease the expected price: The simple 
auction forms are the best out of the huge 
set of possible selling mechanisms. 

This completes the analysis of the 
benchmark model. In the next four sec- 
tions we examine the effects of changing 


seller, setting Us reserve price optimally, earns the 
second order statistic of l/' ‘(on), «i, . . • ,v„J, where 
J~Hv n) is the valuation (if held by a bidder) that pro- 
duces a payment to the seller of o n , 


the assumptions upon which the bench- 
mark model is hast'd. 

VII. Asymmetric Bidders: Price 
Discrimination 

Instead of assuming that all bidders ap- 
|>ear the same to the seller and to each 
other (assumption A3), suppose that the 
bidders fall into one of two recognizably 
different classes. (In this .section we re- 
tain tlit‘ other assumptions Al, A2, and 
A4.) Thus, instead of there being a single 
distribution F from which the bidders 
draw their valuations, there are two dis- 
tributions, F { and F 2 : bidders of type i 
draw their valuations independently 
from the distribution F, (with density 
function f). For example, bidders at an 
antiques auction might he classifiable as 
either dealers or collectors, with the av- 
erage demand price among dealers dif- 
fering from that among collectors, or bid- 
ders for a government contract might he 
divided into domestic and foreign firms, 
with systematic production-cost differ- 

I*s 

ernes. 

The English auction in this asymmetric 
case operates muc h as in the* benchmark 
model: The bids rise until the price 
reaches the second-highest valuation. In 
particular, the highest-valuation bidder 
wins, so that the outcome is efficient. 

When bidders are asymmetric, the 
first-price sealed-bid auction yields a dif- 
ferent price from the English auction: 
Revenue equivalence breaks clown. 
While it remains the case that, within a 
class, higher-valuation individuals bid 
higher, this is in general not the case 
across classes. Bidders from different 
classes perceive themselves to be facing 
different degrees of bidding competition. 
If represents the number of bidders 

’"The results to follow extend to the ease- of ill 
classes of bidders for any in s », where n is the 
nuinlier of bidders, The discussion here has two 
classes of bidders solely for ease of exposition. 
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if type i, then a type 1 bidder faces 
n, — ltype 1 bidders and n 2 type 2 bidders, 
whereas a type 2 bidder faees n, tyi>e 1 
bidders and n 2 — 1 type 2 bidders. Thus, 
in a first-price sealed-bid auction, a type 
i individual’s bidding function, com- 
puted analogously to equation (5) a!>ove, 
differs from a type 2 individual's bidding 
function. A type 1 bidder’s estimate of 
the gap between his own valuation and 
the second-highest valuation differs from 
that of a type 2 bidder with the same 
valuation. 

Hence the first-price sealed-bid auc- 
tion in general yields a different price 
from the English auction when bidders 
ire asymmetric. Examples have been 
•onstructed (by Vickrey 1961; J. H. 
'Jriesiner, R. E. Levitan and Shuhik 
1967; and Maskin and Riley 1983a, 1985) 
which show that the English auction's ex- 
pected price can be either higher or 
ower than the first-price sealed -bid aue- 
:ion’s expected price. 

Because the bidder with tin* highest 
valuation does not necessarily win when 
:he bidders are asymmetric, even with 
io reserve price, the first-price sealed- 
lid auction can, unlike the English aue- 
.ion, yield an inefficient outcome. 

Neither of these simple auctions is op- 
imal when the bidders are asymmetric. 
Analogous to the function J of Section 
/, define functions where rf rep- 

-osents the valuation of a bidder of tvpe 

by 


lie following theorem is due to Myerson 
'1981): In the auction that maximizes the 
expected selling price , the seller awards 
he item to the individual with the highest 
xiltie of J k (v$). (In addition, the seller 
>ets a different reserve price for each type 
f bidder, computed in exactly the same 
vay as in Section Vi.) 


This theorem shows that, when bid- 
ders are asymmetric, the optimal auction 
is discriminatory, in the sense that there 
is a possibility that one bidder wins de- 
spite another bidder’s having a higher 
valuation. This is liecause asymmetry 
means that F t ¥=■ /•’<> so that /,(c) ¥= J 2 (v). 
Thus it is possible that, say, /,( vj tl ) > 
; 2 (tf,)) even though rf,, > c*,,, that 
the winner, with the highest /, t (i;f), is not 
necessarily the bidder who values the 
item the most. This is analogous to sec- 
ond-degree price discrimination in the 
elementary-textbook monojxilv model in 
that it involves discriminating across bid- 
ders with different demands. 

Which type of bidder receives prefer- 
ential treatment? The answer depends 
upon the relative shapes of the valuation 
distribution functions E, and /\. How- 
ever, one special case is useful in aiding 
understanding. If the distributions of 
valuations are identical except for their 
means, then the class of bidders with the 
lower average valuation arc favored in 
the optimal auction ' ’ ' ' ' 

ian 19S7d). Tin 
ing the low-v.ii 
seller raises tli 
the item to soi, 
der who vahn 
a relatively l< 
from this policy . in 

voritism forces the Imk.« 

valuation class to bid higher than they 
otherwise would, driving up the price 
on average'. w 

Because the sellers optimal |x»licy 
leaves a jxisitn e probability of the item 
Wing awarded to someone other than the 
bidder who values it the most, the policy 
is not Fareto efficient, for this policy to 
be workable, it must be the case, ;is lor 

1,1 The optimal reserve-price policy descnlx-d in 
the |»re\u>iiN icchou can mm In' seen to i>e ,i .|Xvi.il 
instauee ot tliis optimal discriminators policv . with 
the seller discriminating lx -tween himself, as an im- 
plicit biddci . ami (he aetuul bidders. 
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the price-discriminating monopolist of el- 
ementary economic theory, either that 
the seller can prevent the successful bid- 
der from reselling the item to some other 
bidder or that the item being sold is 
inherently non transferable. Arbitrage 
among the bidders, if it were possible, 
would sabotage any discriminatory sell- 
ing scheme. 

An important application of these re- 
sults is to government procurement. 
Governments often favor local suppliers 
over foreign suppliers. For example, un- 
der buy-American legislation, the United 
States federal government offers a 6 per- 
cent price preference for domestic con- 
tent: If a local firm’s bid is no more than 
6 percent higher than the lowest foreign 
bid, the local bid will be accepted. The 
results just cited show that there are cir- 
cumstances in which a policy of this type 
can be optimal: If the foreign firms have 
on average lower production costs be- 
cause they have a comparative advan- 
tage, then the government minimizes its 
expected payment by favoring the local 
firms. Of course, these considerations do 
not explain the existing policies: In an 
industry in which the local firms have a 
comparative advantage, minimizing the 
government’s expected payment re- 
quires that the foreign firms be favored, 
which seems unlikely to occur. Undoub- 
tedly the existing government-procure- 
ment preferences were introduced for 
political reasons and not to increase the 
amount of bidding competition; how- 
ever, this analysis shows that it is not 
appropriate to evaluate such policies us- 
ing as a benchmark the absence of prefer- 
ences: An ostensibly nondiscriminatory 
sealed-bid auction results in ad hoc dis- 
crimination when the bidders are 
asymmetric. 

Another instance of a price-discrimi- 
nating auction occurs when a buyer has 
a sequence of projects: For example, a 
government offers a research-and-devel- 


opment contract followed by a produc- 
tion contract. The winner of the first auc- 
tion reveals, by his winning, that he has 
a cost advantage. Thus the buyer should 
discriminate against the incumbent in the 
second auction (Richard Luton and 
McAfee 1986). 

VIII. Royalties and Incentive Payments 

In the last section we examined an 
asymmetric-information equivalent of 
the elementary textbooks concept of 
price discrimination by market segmen- 
tation. Another form of price discrimina- 
tion discussed in elementary textb<x>ks 
is multi-part pricing; in this section we 
examine an asymmetric-information ana- 
logue of multi-part pricing. 

It has been assumed so far that the 
seller is able to make payment depend 
upon only the bids. The bids give the 
seller some information about how highly 
the bidders value the item for sale. In 
many circumstances, however, the seller 
has, or can obtain, additional information 
about valuations. In this section, we 
maintain the assumptions Al. A2, and 
A3 but relax the assumption A4 that pay- 
ment can be a function only of bids. We 
show that it is in the seller’s interest to 
condition the bidders’ payments on any 
additional available information about 
the winner's valuation. (Of course, if the 
seller has perfect information on the bid- 
ders’ valuations, the auction problem is 
trivial.) 

For example, in an auction of oil rights 
to government-owned land, the govern- 
ment can observe, ex post, how much 
oil is actually extracted; this provides ad- 
ditional information on the true value of 
the tract. The payment by the successful 
bidder equals the amount he bids plus 
a royalty based on the amount of oil ex- 
tracted (Ramsey 1980). Publishing rights 
for books are sometimes auctioned, with 
payment to the author depending both 
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on the hid and, via a royalty, on the 
book’s ultimate sales (John Dessauer 
1981). For weapons procurement, the 
U.S. Department of Defense increas- 
ingly often uses incentive contracts, 
which make payment to the contractor 
depend not only on his bid but also on 
the production costs he actually incurs 
(Peter deMayo 1983; McAfee and 
McMillan 1987e). Incentive contracts are 
also used in the private sector when a 
firm procures inputs from another firm. 

All of these examples have the follow- 
ing properties. The seller observes ex 
post some variable v that is an estimate 
of the winning bidder’s true valuation v. 
The payment /) to the seller by the win- 
ning bidder is a linear function; 

l> — b + ri, (8) 

when* b is the bid and r is the royalty 
rate. (In the case of contract bidding, the 
payment to the successful bidder is p = 
I) + a(e — b), where c is realized produc- 
tion cost and a, the sharing parameter, 
is tin; fraction of any cost overrun or un- 
derrun (c — b) that the winning bidder 
is responsible for. In the extreme case 
of a = 1, the contract is cost-plus; with 
a = 0, the contract is fixed-price.) 

Three bidding mechanisms can be 
used with payment functions of the form 
(8). First, the seller can set the royalty 
rate anti call for bids b. Second, the seller 
can set tin* fixed payment b and call for 
bids on the royalty rate r. Third, the 
seller can call for bids on both the fixed 
payment b and the royalty rate r simulta- 
neously. Both the first mechanism anil 
the six-ond mechanism are used by the 
U.S. government in auctioning offshore 
oil tracts, with the first Ireing the more 
commonly used (Walter Mead, Asbjorn 
Moseidjord, and Philip Sorensen 1984). 
In what follows, we shall discuss bidding 
mechanisms of the first ty'pe. (See Koliert 
Hansen 1985a, Douglas Keece 1979, and 
Riley 1986 for analyses of bidding mecha- 


nisms of the second type, and Samuelson 
1983, 1986b for an analysis of bidding 
mechanisms of the third type.) 

What is the reason for using royalties? 
If the distribution of the observed vari- 
able v is exogenous, the seller’s exacted 
revenue is an increasing function of the 
royalty rate (McAfee and McMillan 
1986, Riley 1986). The intuition Ireland 
this is that an increase in the royalty rate 
lessens the* significance for the bidding 
of inherent differences in the bidders’ 
valuation. As was noted earlier (in Sec- 
tion V), a decrease in the variance of the 
bidders valuations generates more ag- 
gressive bidding and therefore a higher 
expected revenue for the seller. An in- 
crease in the royalty rate has a similar 
effect on the bidding to a decrease in 
the variance of valuations. The royalty 
serves to transfer rents from the success- 
ful bidder to the seller. 

If expected revenue monotonically in- 
creases with th<* royalty rate, why are 
royalties not always set at 1(H) percent? 
One answer is that tin ’ 1 

is not exogenon- 
his actions af t « . 
to affect the sc. 
tion that the m 
moral-hazard |>. 
nizer of the am 
the winning bidd< i 
is the case in each ot the i 

alrove. The amount of oil extracted from 
a tract is decided by the extractor. Even- 
tually. diminishing returns set in. and 
the higher the royalty rate, the less oil 
will be extracted, that is. the lower f will 
be. I'he sales of a l>ooh vary with the 
amount of publicity the publisher 
chooses to give it. The prixluction costs 
incurred by a contractor in part dei>end 
on how much effort he makes to hold 
costs down. Such moral-hazard consider- 
ations must be weighed against the ef- 
fects on bidding competition in the 
choice of w hat royalty rate to set. 
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When there is moral hazard, the opti- 
mal royalty is determined by trade-off. 
Increasing the royalty rate serves to in- 
crease the bidding competition and raise 
the bids, as already argued. But an in- 
crease in the royalty rate reduces the re- 
turn to the winning bidder on his own 
actions after the auction: The royalty has 
the effect of transferring part of the bene- 
fit of these actions to the seller. Thus 
the higher the royalty rate, the less the 
ex post effort made by the winning bid- 
der; this tends to lower the seller's ex- 
pected revenue. With moral hazard, the 
optimal royalty r is less than 10 0 percent 
(Engelbrecht-Wiggans 1985; Laffont and 
Jean Tirole 1985; McAfee and McMillan 
1986, 1987c; Michael Riordan anti David 
Sappington 1987. Thus moral hazard re- 
sults in the seller not making payment 
fully dependent on his ex post informa- 
tion. The royalty r is zero if and only if 
there are infinitely many bidders. This 
is because, when there are enough bid- 
ders that perfect competition prevails, 
there is no need to use royalties to stimu- 
late bidding competition. Then the con- 
tract is used only to address moral haz- 
ard; and moral hazard is most effectively 
addressed when the successful bidder 
keeps all of any marginal increases in the 
item’s value, that is, when r = 0 in (8). 

When the simplicity of the linear pay- 
ment function (8) means that it is com- 
monly used in practice, in general when 
there is moral hazard a nonlinear pay- 
ment function would yield a higher ex- 
pected revenue for the seller. With moral 
hazard, the optimal contract is linear in 
observed valuation v but nonlinear in the 
winning firm’s bid b (Laffont and Tirole 
1985; McAfee and McMillan 1987c). 

Another reason for not setting the roy- 
alty rate at 100 percent comes from the 
seller’s inability to observe bidders’ valu- 
ation ex ante. For simplicity, assume 
away moral hazard by assuming perfect 
ex post observability, so that v = v. The 


successful bidder’s rent is the difference 
lietween his valuation v and his payment 
(8). When the royalty r is 1 00 percent, 
this difference is the constant b; thus the 
successful bidder’s rent is independent 
of his valuation. This breaks the link be- 
tween valuation and bids, so that now 
the highest bidder is not necessarily the 
individual who values the item the most. 
The bids fail to reveal relative valuations 
(McAfee and McMillan 1986; Sumuelson 
1986a). 

Making payments conditional on ex 
post observations of valuations serves not 
only to stimulate bidding competition; it 
also shifts risk from the bidders to the 
seller. If the bidders are risk averse while 
the seller is risk netural, then some 
amount of risk shifting is mutually benefi- 
cial. The more risk averse are the bidders 
relative to the seller, the higher is the 
optimal royalty rate (Hayne Iceland 1978; 
McAfee and McMillan 1986; Samuelson 
1983, 1986b). 

IX. Risk-Averse Bidders 

Auctions generally confront bidders 
with risk. Typically, a bidder obtains 
nothing and pays nothing if he loses, and 
earns positive rents if he wins. Thus if 
the bidders are risk averse, the extent 
of their aversion to risk will influence 
their bidding behavior. In this section 
we relax assumption A1 and suppose the 
bidders have von Neumann-Morgen- 
stem utility functions, while maintaining 
the other assumptions of the benchmark 
model. We continue to assume that the 
seller is risk neutral and therefore wishes 
to maximize his expected earnings. 

The seller can do at least as well as 
in the risk-neutral-bidders case, for if he 
sells the good using an English auction 
it remains the case that buyers will re- 
main in the bidding so long as the price 
is less than their value. Thus, the seller 
can expect to earn at least as much when 
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the buyers are risk averse as when they 
are not. Indeed, the seller can do strictly 
better, for with risk-averse bidders, the 
first-price sealed-bid auction produces a 
larger expected revenue than the English 
or second-price auction (Harris and Ru- 
viv 1981a; Holt 1980; Maskin and Riley 
1980; Riley anti Samuelson 1981). The 
intuition behind this result is seen by 
examining the problem facing an agent 
in the first-price sealed-bid auction. If 
he loses, he gets nothing, while if he 
wins, lie obtains a positive profit. Thus 
he is facing risk. By marginally increasing 
his bit!, he lowers his profit if he wins, 
but increases the probability of this 
event. By smoothing his utility, he in- 
creases his expected utility (up to a 
point); hut this also increases his payment 
to the seller. Thus the bidders' risk aver- 
sion works to the seller’s advantage. 

The first-price sealed-bid auction is not 
the optimal auction, however; it fails to 
maximize the expected revenue of the 
seller when the bidders art* risk averse. 
Because the seller is risk neutral, there 
may he gains from trade in risk. The 
seller is not fully exploiting his compara- 
tive advantage in risk bearing when he 
uses a first-price sealed-bid auction. For 
example, if the seller makes low bids 
risky, he might encourage higher bids. 

There are two ways in which the seller 
can impost* risk on the bidders: first, the 
risk of losing; and second, random pay- 
ments. It can be shown, however, that 
it is not in the seller s interest to use 
the second of these instruments. The 
seller will not make losing bidders' pay- 
ments random (Maskin anti Riley 1984b; 
Steven Matthews 1988). The reason is 
straightforward. Instead of requiring a 
risky payment from a loser, the seller 
could require the payment s certainty 
equivalent, leaving the probability of 
winning and the payment upon winning 
unchanged. Then the payoff to the bidder 
is unchanged in utility terms. However, 


the certainty-equivalent payment ex- 
ceeds the expected risky payment by the 
risk premium, a positive numlrer. Thus 
the seller gains the risk premium; he is 
Iretter off not making the losers’ pay- 
ments random. Should the seller make 
the winner’s payment random? The fore- 
going argument does not in general apply 
to the payment made by the winner. Ire- 
cause winning is like receiving an in- 
crease in income, which will in general 
change the degree of risk aversion. The 
argument does, however, carry over 
when a bidder s risk aversion does not 
vary with his income: if the bidders have 
constant absolute risk aversion , the pay- 
ment required of the winning bidder is 
not random (Matthews 1983). 

The optimal auction is very compli- 
cated, in marked contrast to the simplic- 
ity of the optimal auction in the case of 
risk-neutral bidders. However, some 
broad features can be described. The op- 
timal auction with risk-averse bidders in- 
volves subsidizing high I • 1 1 ■ Inl- 

and penalizing A 
Riley 1984b; 

John Moore 19' 
ing the bidders 
incut positive t> 
tions and neg.tt i 
valuations. Thus 
wt the risk facer I I 
in out* case, howcvei 

all of tin* risk; I he \cii< i 

insurance only for the highest possible 
bid (Maskin and Riley 1984b*. Thus bid- 
tiers prefer to win than to lose, despite 
the subsidies to some oi the losers. Fi- 
nallv. in the case ol constant absolute risk 
aversion, payment by the winner and the 
probability of Winning are nondecreasing 
functions of the w inner s valuation of the 
item (Matthews 1983). The fact that the 
bidders’ certainty -equivalent payment 
decreases as valuation rises provides high 
bidders with more insurance than low 
bidders. Thus the seller rewards high 
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bids by means of insurance, which is cost- 
less for him to provide because of his 
risk neutrality. Because the seller does 
not offer full insurance, the bidders 
prefer winning to losing; moreover, an 
increase in hid does not decrease the bid- 
der’s probability of winning. The seller 
compensates lor his payments to high, 
losing bidders by requiring a large pay- 
ment from the winning bidder. 

Because the optimal auction with risk 
averse bidders is so complicated, requir- 
ing payments from some losing bidders 
and subsidies of others, it is unlikely to 
arise in practice. However, if the risk 
aversion is not very strong, the optimal 
auction is approximated by a sealed-bid 
auction with a bidding fee that is a de- 
creasing function of the bid (Matthews 
1983). Bidding fees are not uncommon 
in contract bidding, although they do not 
depend on the bid. However, insofar as 
bidders with high but losing bids can be 
rewarded on other contracts, perhaps 
with favorable treatment, it is possible 
that the optimal auction could be approx- 
imated in practice. 

Consider now another instrument that 
becomes useful to the seller when the 
bidders are risk averse. A standard as- 
sumption in auction theory is that each 
bidder knows exactly how many other 
bidders he is competing with. When bid- 
ders are risk averse, this is a nontrivial 
assumption, for the bidders behave dif- 
ferently when they have this knowledge 
than when they do not. This is a conse- 
quence of the fact that the seller ration- 
ally has a different expectation about the 
number of bidders than does any of the 
bidders, because the bidder conditions 
his probabilities on his knowledge that 
he himself is one of the bidders; it follows 
that, with identical priors, any bidder al- 
ways expects there to be more bidders 
than the seller. Under constant or de- 
creasing absolute risk aversion, in a first- 
price sealed-bid auction the expected sell- 


ing price is strictly higher when the 
bidders do not know how many other 
bidders there are than tehen they do 
know this (Matthews 1987; McAfee and 
McMillan 1987a). (Here expectations are 
taken over the numlter of bidders as well 
as their valuations.) It follows from this 
result that, if the seller can somehow or- 
ganize the auction in such a way as to 
leave each bidder ignorant about the 
number of bidders, then he should do 
so. In some cases of government-contract 
bidding, the government agency has a 
policy of concealing information al>out 
how many firms it has invited to submit 
bids. The foregoing result provides some 
justification for such a policy: Concealing 
the number of bidders has the effect of 
making tin* bidding more competitive. 20 

X. Correlated Values 

In many auctions, the uncertainty 
about each bidder's valuation of the item 
being sold does not result from inherent 
differences in the bidders’ tastes, as has 
so far been assumed. Instead, it arises 
because each bidder, having access to dif- 
ferent information, has a different esti- 
mate of the value of the item. In this 
section, we maintain assumptions Al. 
A3, and A4. We relax assumption A2, 
the independent-private-values assump- 
tion, and allow interactions among the 
different bidders’ valuations. 

Consider first the extreme case of the 
common-value auction, in which the bid- 
ders guess about the unique true value 
of the item. When the item being bid 
for has a common value, the phenome- 
non dramatically named the “winner’s 
curse” can arise. Each bidder in sealed- 
bid auction makes his own estimate of 

The eftii-ts of bidders having different degrees 
of risk aversion were investigated by James Cox, Ver- 
non Smith, and James Walker (1982), who derived 
(’(juilihriiim bidding functions for some particular 
auctions for the case of constant relative risk aversion. 
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the true value of" the item. The bidder 
who wins is the bidder who makes the 
highest estimate. Thus there is a sense 
in which winning conveys bad news to 
the winner, because it means that every- 
one else estimated the item’s value to 
Ik* less. The winner’s curse has been 
noted in the lKK)k-publishing industry. 
One observer, commenting on the high 
prices fetched in the* auctioning of manu- 
scripts among publishers, said: “The 
problem is, simply, that most of ’the auc- 
tioned 1 rooks are not earning their ad- 
vances. In fact, very often such books 
have turned out to be dismal failures 
whose value was more perceived than 
real” (Dessauer 1981). The winner’s 
curse has also been claimed to exist in 
auctions of offshore oil rights (E. ('. Ca- 
pen, K. V. Clapp, and W. M. Campbell 
1971), in the market for baseball players 
(James Cussing and Richard Douglas 
1980), and in the bidding for contracts 
that have a common element of techno- 
logical uncertainty (James Quirk and 
Kutsuuki Terasawa 198-1). 

Statements alrout the winner’s curse 
such as that quoted come close to assert- 
ing that bidders are repeatedly surprised 
by the outcomes of auctions, which 
would violate basic notions of rationality. 
(James Cox and Mark Isaac (1984) pur- 
sued this straw man.) A more reasonable 
interpretation of the winner s curse is 
that sophisticated bidders, when decid- 
ing their bidding strategies, take into ac- 
count the fact that winning reveals to the 
winner that his estimate of the item's 
value was the highest estimate; as a re- 
sult, they bid more cautiously than if they 
adopted naive strategies. The basis for 
such sophisticated bidding strategies is 
the following result in probability theory. 
Suppose the ith bidder's information 
about the item s true value v ran be rep- 
resented by a number x t . such that a big- 
ger value of X/ implies a bigger true value 
u. Then 


E(t>|x,) 5 - E(v\x h x, > Xj for all j ¥= i) (9) 

(Milgrorn 1979b, pp. 60-63; 1981a). The 
left side of this inequality shows the bid- 
der’s expectation about the item’s value 
before the bidding; the right side shows 
his expectation after he knows that he 
has won. Thus the mere knowledge that 
he has won will cause a naive bidder to 
revise* downward his estimate of the 
item's true? worth. 

The rational bidder in a common-value 
sealed-bid auction avoids becoming a vic- 
tim of the winner’s curse by presuming 
that his own estimate of the item’s value 
is higher than any other bidder’s; that 
is, by presuming that he is going to l>e 
the winner (James Smith 1981). He then 
sets his bid equal to what he estimates 
to be the second-highest perceived valu- 
ation given that all the other bidders arc 
making the same presumption. There is 
no cost to making this presumption when 
it is wrong, because losing bidders pay 
nothing (Milgrorn and Weber 1982a*. 

It is often point* < ! ' ' 

by Hayek in t ’ 
one of the re 
tores oi the e 
convey inl’oii 
a buyer or a 
a commodity 
marized by a sin" 

Does the prircess < it pine limn.,,., 

competitive bidding have such informa- 
tion efficiencies’:* In the common-value 
model, the bidders lack complete infor- 
mation alxnit the item s true value; each 
bidder has different partial information. 
However, even though no single bidder 
has perfect information, it can In* shown 
that, if there is perfect competition in 
tin* bidding, the selling price reflects all 
of the bidders' priv ate information. If in- 
formation is sufficiently dispersed among 
the bidders then the selling price con- 
verges to the item's true r«/iic r as the 
number of bidders Incomes arbitrarily 
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large (Milgrom 1979a, 1979b; Wilson 
1977). Tims the selling price conveys in- 
formation ahont the item's true value. 
With perfect competition, the price is 
equal to the true value even though no 
individual in the economy knows what 
this true value is and no communication 
among the bidders takes place. 21 

Consider now the more general model, 
due to Milgrom and Weber (1982a). that 
allows correlations among the bidders’ 
valuations, and of which the common- 
value model is a special case. Recall from 
Section IV that bidders’ valuations are 
said to be affiliated if the fact that one 
bidder perceives the item's value to he 
high makes it likely that other bidders 
also perceive the value to he high. The 
essential difference between, on the one 
hand, the English auction and, on the 
other hand, the first-price sealed-bid, 
second-price, and Dutch auctions is that 
the process of bidding in the English auc- 
tion conveys information to the bidders: 
The remaining bidders observe the 
prices at which the other bidders drop 
out of the bidding. It was shown for the 
independent-private- values auction that 
this extra information does not on aver- 
age change the outcome, in the sense 
that the expected price reached is the 
same for each type of auction. When bid- 
ders valuations are affiliated, in contrast, 
the bids in the English auction have the 
effect of partially making public each bid- 
ders’ private information alxmt the item’s 
true value, thus lessening the effect of 
the winner’s curse. As a result; When 
bidders’ valuations are affiliated, the En- 
glish auction yields a higher expected 
revenue than the first-price sealed-bid 

21 Note that this result, which takes as given the 
diversity of the bidders’ information, ignores the pos- 
sibility that bidders might be able, at some cost to 
themselves, to obtain extra information relating to 
the item’s true value. On information acquisition in 
auctions, see Engelbrecht-Wiggans, Milgrom, and 
Wel>er (1983), Tom Lee (1982, 1985), Matthews 
(1984a), Milgrom (1981b, 1985), and Milgrom and 
Weber (1982b). 


auction , the second-prire sealed -hid auc- 
tion. , or the Du teh auction (Milgrom and 
Weber 1982a). In addition, the other 
three auction forms can he ranked. With 
affiliated valuations , the second-price 
sealed-bid auction yields a higher ex- 
pected revenue than the first-price 
sealed-bid auction . which yields the same 
revenue as the Dutch auction (Milgrom 
and Weber 1982a). 

Sometimes the seller has independent 
information correlated with the item’s 
value to any of the bidders. (For exam- 
ple, the government can do its own geo- 
logical surveys before offering mineral 
rights for sale; the seller of a painting 
can obtain an expert’s appraisal.) Should 
the seller conceal this information, or 
should he reveal it? The seller run in- 
crease hi . s expected revenue by having a 
policy of publicizing any information he 
has about the item's true value (Milgrom 
and W eber 1982a). This is because the 
new information tends lo increase the 
value estimates of those bidders who per- 
ceive the item’s true value to he rela- 
tively low, causing them to hid more ag- 
gressively. 

How important is flu- privacy of any 
bidder’s information ? If one bidder s in- 
formation is available to another bidder , 
bis expected surplus is zero (Engel- 
hrccht-Wiggans, Milgrom, and Weber 
1983; Milgrom 1981b; Milgrom and 
Weber 1982a). This is a striking result; 
it implies that it is more important to a 
bidder that his information he private 
than that it he precise. 

It is in the seller s interest in a com- 
mon-value auction to impose a reserve 
price that is strictly above his own valua- 
tion of the item. In contrast to the inde- 
pendent-private-values case, the reserve 
price in a common-value auction varies 
with the type of auction and with the 
number of bidders; usually, but not al- 
ways, it increases with the number of 
bidders (Milgrom and Weber 1982a; 
Marc Robinson 1984). This is because, 
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as implied by the winner’s curse effects 
embodied in condition (9), any bidder's 
ex ante valuation of winning depends 
upon the auction form and the number 
of bidders. For example, the working of 
the English auction provides some infor- 
mation alrout others’ valuations, mitigat- 
ing winner’s curse effects. The more bid- 
ders there are, the more heavily the 
bidder, following (9), discounts his pri- 
vate information. 

What is the optimal auction when bid- 
ders’ valuations are correlated? Consider 
the special case in which bidders have 
private valuations that are not statistically 
independent of each other. Jacques 
Cromer and Richard McLean (1983a, 
1983b) have provided a method for the 
seller to extract all of the gains from trade 
from the buyer. This requires a certain 
type of correlation among the bidders’ 
valuations; it will not work with pure 
independent values. In addition, it is 
assumed that only a finite number of 
valuations arc possible; the case of con- 
tinuously distributed values is not 
considered. The mechanism design may 
be understood as follows. Represent by 
*) the probability that the ith bid- 
der’s value is i f , given the vector of other 
bidders’ values t The seller offers each 
bidder a lottery plus participation in a 
second-price auction. The trick is to de- 
sign the lottery so that the lottery’s ex- 
pected value for the ith agent is precisely 
the expected value the agent receives 
from the auction, and the outcome of the 
lottery depends only on r 1 and not on 
Vj. This ensures that the agents continue 
to bid honestly in the second-price auc- 
tion, because a change in bid by bidder 
i does not affect his lottery. The condition 
that permits such a lottery to be designed 
is that Vi is, in a probabilistie sense, re- 
coverable from r~\- more precisely, the 
matrix ir(c,|r ') is of full rank (equal to 
the number of possible values t\ can take 
on). Thus, the Cremer-McLean result as- 
serts that, if the distribution of each 


agent’s valuation is altered sufficiently by 
changes in the other agents’ valuations, 
the full surplus can !>e extracted bv the 

seller. 22 

XI. Further Tonnes 

Each of the four main assumptions un- 
derlying the Irenehmark model has now 
been relaxed. This section more briefly 
considers some additional questions. 

1. Variable Supply and Capacity 
Constraints 

In the models considered so far, only 
a single unit of an item is being sold. 
The opposite polar case occurs when the 
monofiolist produces under constant re- 
turns to scale and can freely vary the 
amount offered for sale. What then is the 
optimal selling scheme when, as before, 
the seller does not know the buyers’ 
tastes? 

Suppose for simplicity that each buyer 
wishes to buy at most one unit of the 
commodity. Each buyer s valuation of 
the single unit is drav '"'•<)# n< odenth 
from a distributi 
note by r flu 
tion cost. Wit 1 
stant return s ' 
valuations, flu 
ing nieehtinisu. 
defined by 


(Harris anil Haviv 1981b; Matthews 
1983. * (To obtain ( 1()>. note that the prob- 
ability that any one customer buys at 
price r is 1 - F\rK so that the exi>ected 

-- Because tin- scornd-pricc auction is ,\ dominant- 
str.itciji auction, the llrcinoi-Mcla'an auction/lottery 
also has a dominant eipulihriiiiii s.illhoimli participa- 
tion is not neivssarili a dominant stratep ' With 
slit’hth weaker assumptions on n. a Bales- Nash equi- 
librium auction that extracts all of the surplus can 
lie constructed Note also that the optimal-auction 
result of Myerson (19S11 allows a limited kind of affili- 
ation .uuonc valuations 
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profit per potential buyer is [1 — F(r)] 
(r — c). This is maximized when (10) is 
satisfied.) The posted price when capac- 
ity is unlimited is exactly the same as 
the reserve price when only one unit is 
to be sold (as in Section VI). 

Between the cases of single unit and 
unlimited capacity is the case in which 
a fixed quantity is put up for sale and 
buyers may bid for some portion of the 
available units. One example of such an 
auction is the weekly United States Trea- 
sury bill auction (Smith 1967). Another 
example is the New Zealand govern- 
ment’s auctioning of import quotas (Pick- 
ford 1985). 

Two kinds of sealed-bid auctions are 
used to sell multiple units. Bidders sub- 
mit bids that consist of both a price and 
a desired number of units of the com- 
modity. Suppose enough units are avail- 
able that the h highest bidders can be 
awarded the item. In the discriminatory 
auction, each of these h bidders pays the 
amount he bid. In the uniform-price auc- 
tion, each successful bidder pays a price 
equal to the highest unsuccessful bid, the 
(h + l)st bid. Clearly the former corre- 
sponds, in the single-unit case, to the 
first-price auction, and the latter corre- 
sponds to the second-price auction. 

Results similar to the single-unit case 
can be established for multiple-unit auc- 
tions. For example, for the l>enchmark 
model, the discriminatory auction yields 
on average the same revenue as the uni- 
form-price auction. Risk aversion of bid- 
ders results in the discriminatory auction 
yielding higher average revenue than the 
uniform-price auction, while in the com- 
mon-value case this ordering is reversed 
(Weber 1983). 23 

u For further analysis of auctions of multiple units 
(if a commodity, see Engelbrecht-Wiggans and 
Weber ( 1979 ), Harris and Raviv(198ta, 1981b), Don- 
ald Hausch ( 1986 ), Maskin and Riley (1983b, 1984a), 
Matthews ( 1983 , forthcoming), McAfee, McMillan 
and Whinston ( 1987 ), Milgrom ( 1985 ), Thomas Pal- 
frey ( 1980 , 1963 ), Vernon Smith (1967), Weber 
™» WiUnn (1979). 


2. Collusion Among the Bidders 

It has been assumed so far that the 
bidders act noncooperatively: They do 
not coordinate their bids. This assump- 
tion may not be appropriate in some cir- 
cumstances, especially when the same 
bidders compete with each other over 
many successive auctions. Collusion may 
consist of either explicit agreements 
about which bidder will be allowed to 
win any particular auction, or implicit un- 
derstandings that restraint will Ire exer- 
cised in bidding. 

The familiar analysis of repeated oli- 
gopoly games can be applied to repeated 
auctions. In an infinitely repeated game, 
a collusive outcome can be maintained 
as a noncooperative equilibrium if each 
of the oligopolists adopts a strategy of 
threatening to retaliate to any deviation 
from the collusive arrangement by re- 
verting to noncooperative behavior in fu- 
ture periods. This is the Folk Theorem 
of repeated games (see Robert Amnann 
1981; in an incomplete-information set- 
ting, see Dilip Abreu, David Pearce, and 
Ennio Staeehetti 1986). Anecdotal evi- 
dence suggests the empirical relevance 
of the repeated-game argument. It has 
been observed that collusion in antique 
and artwork auctions is enforced by retal- 
iatory strategies: the response to a defec- 
tion by a cartel (or “ling ) memlrer is 
that “vindictive competition leads to 
cra/.v prices” (Jeremy Cooper 1977, pp. 
37-38). 24 

For retaliatory strategies to be work- 
able, it must l>e possible for the bidders 
to infer the other bidders’ past actions. 
As George Stigler (1964, p. 48) remarked 

24 Milgrom (1986) showed that there is a .von.se in 
which repeated English auctions are more suscepti- 
ble to collusion than repeated first-price sealed-bid 
auctions. Robinson (1985) showed that an implicitly 
collusive outcome could 1 m* reached as a Nash e«|uilil>- 
rium in a single English auction. However, his analy- 
sis assumes that each bidder knirws his rivals’ valua- 
tions, which assumes away much of the auction 
problem. 
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of government procurement auctions, 
“the system of sealed bids, publicly 
opened with full identification of each 
bidder’s price and specifications, is the 
ideal instrument for the detection of 
price cutting . . . collusion will always 
be more effective against buyers who re- 
port eorrectly and fully the prices ten- 
dered to them." 25 This may explain the 
tendency for private-sector firms to use 
closed negotiations rather than formal 
auctions for procurement. 

How does a cartel decide which mem- 
ber is to receive the item? In English 
auctions, a common method in practice 
is for one member arbitrarily to be as- 
signee! to bid for the item without compe- 
tition from his fellow cartel members. Af- 
terward, the item is reauctioned among 
the cartel members. Such behavior oc- 
curs in auctions of antiques, fish, timber, 
industrial machinery, and wool (Cassady 
1967, Cli. 13; Cooper 1977. pp. 35-38; 
F. II. Crucn I960). The cartel member 
who values the item the most will win 
the bidding in the illicit auction at a price 
equal to the second highest valuation 
among cartel members. The cartel shares 
among its members a sum of money 
equal to the difference between the price 
reached in the cartel s own auction and 
the price reached in the original auction. 

What should a seller do if he believes 
he faces a buyers’ cartel? According to 
Cassady (1967, pp. 228-30). reserve 
prices are commonly used to counter the 
activities of cartels. To understand this 
practice, assume for simplicity that all n 
bidders belong to the cartel, and that as- 
sumptions Al, A2, A3, and A 4 of the 
lienchmark model are satisfied. The car- 
tel not only reduces to one of the effective 
number of bidders; it also changes the 
effective distribution of valuations. As- 
sume that (perhaps by the reauctioning 

"On (Ik- various iiu-IIhkIs l>> which fmtilcrs for 
government contracts achieve collusion, see Organi- 
zation for Kconoinic Cooperation and Development 
(I97fi). 


process described above) the cartel can 
ensure that the memlier who values the 
item the most ultimately gets it. The rel- 
evant distribution for the seller faced 
with the cartel is the distribution of the 
maximum of n valuations, each drawn 
from the distribution F(x); this distribu- 
tion of maxima is F"(x), with density 
nF " ~ 1 (x)fix). Thus an argument the same 
as that in Section VI but for this density 
yields; The optimal anticartel reserve 
price r satisfies 


1 - F"(r) 
nF" ' '(r)fir) ’ 


(ID 


where t:„ is the sellers own valuation 
(Daniel Graham and Robert Marshall 
1984, 1985; Robinson 1984). This implies 
that the anticartel reserve price increases 
with the number of cartel meinl>ers. 
Also, the anticartel reserve price is 
higher than the optimal reserve price in 
the absence of collusion. 


3. Double Auctions 

It was assumed in the foregoing analy- 
sis that there was only one seller and 
that his valuation of tin 
to all of the bill 
of these assum 
tlu-re are sen 
buyers, draw i 
dently from - 
(ion. 

In a scaled- bid i! 
sellers and buyers submit I'liis. 
for how much they are willing to pa> and 
sellers for the price at which they are 
willing to sell. Ranking the buyers’ bids 
from highest to lowest produces a bid- 
demand function which is a step function. 
Similarly, ranking the sellers’ bids pro- 
duces a supply step function. The inter- 
section of demand and supply generally 
gives a quantity and an interval of prices. 
This is the quantity exchanged; the price 
is chosen from the interv al according to 
soiik- arbitrary rule. This resembles the 
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standard Walrasian model in which 
agents report their demand and supply 
curves to the auctioneer. However, the 
choice of bids reflects individuals' strate- 
gic attempts to manipulate the selling 
price, so that the quantity and price* in- 
terval reached are not necessarily those 
of the competitive equilibrium. 

Few results on the double auction ex- 
ist, because of the difficulties of modeling 
strategic behavior on both sides of the 
market. The main result is an efficiency 
result concerning double auctions with 
sealed bids. If there are sufficiently nuiny 
buyers and sellers , then there is no other 
trading mechanism that would increase 
some traders' expected gains from trade 
without lowering other traders' expected 
gains from trade (Wilson 1985). That is, 
the sealed-bid double auction would sur- 
vive any attempt to get the traders to 
agree unanimously to change the trading 
institution. 

The oral double auction, with the bids 
and offers openly called, is still more diffi- 
cult to model because the process takes 
place over time and agents do not know 
what prices will be available if they wait 
instead of trading now. For some analysis 
of the oral double auction, see David 
Easley and Ledyard (1982), Daniel 
Friedman (1984), and Wilson (1986b). 

XII. Empirical Studies of Auctions 

What is the empirical content of auc- 
tion theory? There are far fewer empiri- 
cal than theoretical studies of auctions. 
Also, with the exception of some studies 
of common-value auctions (using min- 
eral-rights bidding data), the existing em- 
pirical studies make little use of modern 
auction theory. As a result (again, except 

® Also, Wilson (1986a) showed that, for the case 
of equal numbers of buyers and sellers with valua- 
tions distributed uniformly, the double auctiun satis- 
fies the stronger criterion of ex ante efficiency: It 
maximizes the expected gains from trade. 


in the mineral-rights studies), only the 
more eommonsense propositions have 
been tested. 

The independent-private- values model 
predicts revenue equivalence: Each of 
the four simple auctions yields the same 
price on average (Section V above). Un- 
fortunately, this prediction is sensitive 
to changes in the underlying assump- 
tions, making difficult the task of empiri- 
cally testing it. If the bidders have inde- 
pendent private valuations hut are risk 
averse, then the first-price sealed-bid 
auc tion yields a higher price on average 
than any of the other simple auctions 
(Section IX). This ranking is reversed if 
the bidders are risk neutral but have cor- 
related valuations; then the English auc- 
tion yields the highest price (Section X). 
If there are observable differences among 
the bidders’ valuations, the ranking is in- 
determinate (Section VII). Thus any em- 
pirical test of revenue equivalence 
should carefully control for risk aversion 
of the bidders, correlations among their 
valuations, and asymmetries among the 
bidders. 

Risk aversion is likely to be important 
when the item lx*ing sold is very valuable 
so that the bids are large relative to any 
bidder’s assets. Examples of valuable 
items that are auctioned include mineral 
rights, government contracts, and art- 
work; however, artwork, mineral rights, 
and, in some cases, government con- 
tracts also have common-value aspects. 
Government-procurement auctions and 
mineral-rights auctions are usually 
sealed-bid; this may l>e a consequence 
of the result that risk aversion makes the 
sealed-bid auction preferable to the En- 
glish auction. On the other hand, artwork 
is usually, but not always, sold by English 
auction, even though risk aversion is 
likely to l>e significant in at least some 
cases. Presumably in the case of artwork 
the correlations among bidders’ valua- 
tions outweigh the risk-aversion effects 
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in the bidding. Low-value items like agri- 
cultural produce, for which risk-aversion 
effects are likely to l>e negligible, arc usu- 
ally sold by English auction. 

The U.S. Forest Service has used both 
first-price sealed-bid auctions and En- 
glish auctions to sell contracts for harvest- 
ing timber. This provides an opportunity 
for testing the Revenue-Equivalence 
Theorem. Do the two methods yield the 
same price on average? Walter Mead 
(1967) ran ordinary-least-squares regres- 
sions with, as the dependent variable, 
the logarithm of the ratio of bid price to 
appraised price and, ;ls the independent 
variable's, a dummy variable for the auc- 
tion method and the. 1 logarithm of the 
ejuantity e>f timber for sale. The 1 conchi- 
siem was that the sealeel-bid auctions had 
yielded significantly higher revenue than 
the* English auctions. Further unpub- 
lished regressions by Me*ad anel coau- 
thors (summari/e'd by Hansen 1985b) 
supported this conclusion, finding that 
tile scaled-bid auctions yielded about 10 
percent more revenue. These results 
have been questioned by Hansen (1985b, 
1986), who noted a selection bias caused 
by the way the Forest Service 1 chose 
which auction to use. 2 ' (Evidently the 
Forest Service does not believe in reso- 
lute equivalence.) Some 1 unobserved 
variables, such as the* bidders' timber in- 
ventories, affected the choice 1 of auction 
method. Hut to the 1 extent that these vari- 
ables also affected the size* of the bids, 
ordinary-least-squares estimates are bi- 
ased. After correcting for this selection 
bias by using a simultaneous-equations 
mode*!, Hansen found that, although the 
sealed-bid auctions yielded slightly 
higher prices than the English auctions, 
the difference 1 was statistically insignifi- 
cant. (With high biels averaging $130, Un- 
expected difference* in revenue was 1 m*- 

27 For the institutional details <>i the uuetiim 
selected process, see Hansen (IUH(i. pp. 129-31). 


tween $1 and $6, with a standard error 
of $5.) Revenue equivalence therefore 
cannot l>e rejected. 

A question not addressee! in these tim- 
ber-bidding studies is. How appropriate 
is the independent-private-values as- 
sumption in this application? In other 
words, on a priori grounds, should we 
expect revenue eejuivalence to hold in 
this set of data? Because different bidders 
have different inventories of timber on 
hand and different sttxks of equipment 
for harvesting timber, it is reasonable to 
suppose that there are inherent differ- 
ences among the bidders’ valuations at 
any particular sale. But because the tim- 
ber is eventually to he resold at the as 
yet unknown market price, there might 
be some correlation among the bidders' 
valuations. To the extent that the sec- 
ond effect is empirically significant, the 
independent-private-values assumption 
breaks down and the appropriate model 
is the affiliation model of Milgrom and 
Weber (1982a) (see Section IN'). We are 
now left with a puzzle. ( .'ontrarv to the 
empirical results in -a 
predicts that tin 
duct* the high 
puzzle could I 
to risk aversion 
remains an u\ 

(liven the sun, 

Equivalence Theme- 

assumptions, this theoiem n« 

meaningfully tested until some wax is 
found to test for independent prixate 
values against affiliated \ aloes. 

A further reason, distinct from correla- 
tion of valuations. wh> rexenue equiva- 
lence can break down is the existence 
of systematic differences among bidders' 
valuations that are observable by all of 
the bidders (as discussed in Section VII). 
For timber-rights bidding. Ronald John- 
son (1979' and Hansen (1986) suggested 
that such variables as the required 
amount of road building or the required 
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harvest rate might cause harvesting costs 
and therefore valuations to differ in ob- 
servable ways among the bidders. John- 
son separated the data into auctions with 
symmetric bidders and auctions with 
asymmetric bidders by an ad hoc 
method: He hypothesized that asymme- 
try is more likely the larger the amount 
of road construction required, and took 
as his cutoff between symmetry and 
asymmetry sales involving $20, (XX) worth 
of road building. He ran ordinary-least- 
squares regressions with, as dependent 
variable, the price, and as independent 
variables, a dummy representing the 
auction form as well as all of the coirijio- 
nents of the Forest Service's appraisal. 
For the symmetric auctions, consistent 
with the Revenue-Equivalence Theo- 
rem. there was no significant difference 
in price between the English auctions 
and the sealed-bid auctions. For the 
asymmetric case, there was a significant 
difference: The sealed-bid auctions 
yielded higher prices. Contrary' to John- 
son's interpretation, however, this does 
not test the theory, because in the asym- 
metric case there is only an ambiguous 
result: Either auction form can yield the 
higher price (see Section VII ).~* 

Another theoretical result on asym- 
metric auctions is that, in the absence 
of a reserve price, ari English auction al- 
ways yields an efficient outcome (the bid- 
der with the highest valuation wins), 
whereas a sealed-bid auction may yield 
an inefficient outcome (Section VII). 
When the seller is the government (as 
in the timber-rights auctions), this pro- 
vides a reason for using English auctions 
that is distinct from issues of revenue 

^Maskin anti Riley (1985) conjectured that, in an 
asymmetric auction, a sealed-bid auction yields a 
higher price than an English auction if the bidders 
have distributions of valuations with roughly the 
same shape but different supports. While it remains 
to be shown that this is valid in general, it provides 
a potential explanation for Johnson's finding. 


raising. Johnson (1979) tested this propo- 
sition by noting that it implies that, if 
resale is allowed, it should occur only 
after a sealed-bid auction and not after 
an English auction. In Johnson’s data, 
with a total of 379 sales, all seven of the 
resales that occurred followed sealed-bid 
auctions, eorroliorating the theory. 

In value terms, one of the world’s larg- 
est users of auctions is the U.S. Treasury 
in its selling of securities. This is an in- 
stance of a multiple-unit auction: Both 
the discriminatory auction (in which each 
successful bidder pays the amount he 
bid) and the uniform-price auction (in 
which all pay a price equal to the lowest 
at'cepted bid) have been used to sell 
Treasury bills. Because this is a common- 
value setting, theory predicts that the 
uniform-price auction, which is similar 
to the second-price auction, yields more 
revenue than the discriminatory auction, 
which corresponds to the first-price auc- 
tion (Sections X and XI. I). Charles Baker 
(1976) summarized some Treasury stud- 
ies that attempted to compare the per- 
formance of the two auction forms. Un- 
fortunately the data are not strictly com- 
parable: Uniform-price auctions were 
used to sell long-term IkhkIs, whereas 
discriminatory auctions were used to sell 
short-term and medium-term 1 Minds. Be- 
cause of this, the empirical conclusions 
can only be tentative; however, they do 
support the theory, in that the uniform- 
price auctions seemed to generate the 
higher revenue. 

An unsurprising prediction of auction 
theory is that, other things being equal, 
a bidder with a higher valuation will sub- 
mit a higher bid (or, in the case of con- 
tract bidding, a firm with lower costs sub- 
mits a lower bid). In their study of 
bidding for construction contracts for San 
Francisco’s Bay Area Rapid Transit sys- 
tem, Kenneth Caver and Jerold Zimmer- 
man (1977) estimated a model with, as 
the dependent variable, the level of each 
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firm’s bid for each contract, and, among 
the independent variables, various prox- 
ies tor costs as well as the number of 
bidders. They found that bids were 
higher (a) the more BART work the bid- 
der had in process; (/?) the less time the 
contractor had to complete the project; 
and ( c ) the smaller the firm. Of these 
three variables, (a) reflects the bidder’s 
opportunity cost, and (b) and (c) affect 
production costs if it is presumed respec- 
tively that faster production is more 
costly and that there are economics of 
scale. 

Another prediction is that competition 
matters: The winning bid increases as the 
numlxT of bidders increases (or, in the 
case of contract bidding, the winning bid 
falls). In their study of contract bidding. 
Caver and Ziminerinann (1977) found 
that the price fell as the number of bid- 
ders increased. One of their regressions, 
for example, implied that bids decline 
by about 2 percent when the number of 
bidders increases by one. Similarly, 
lattice Braun man. Douglas Klein, and 
Leonard Weiss (1984), using data from 
auctions of tax-exempt bonds, govern- 
ment-owned timber, and offshore oil 
rights, and attempting to control for the 
inherent value of the item being sold, 
found the effect of the number of bidders 
on the price to be statistically significant. 
Large gains can be obtained by introduc- 
ing bidding competition where none for- 
merly existed: Lurry Yuspch (1976) found 
price differences averaging 50 percent 
between identical military contracts let 
successively on a sole-source basis anti 
under competitive bidding. A cartel re- 
duces the effective number of bidders: 
In a study of collusion among bidders 
for North Carolina highway -construction 
contracts, Jonathan Feinstein. Michael 
Block, and Frederick Noltl (1985) found 
that the cartel not only significantly 
raised the bids but also reduced the vari- 
ance of the bids. 


While there appear to l>e no economet- 
ric analyses of the use of reserve prices 
(Section VI), there is some informal evi- 
dence. Practice does not seem to be in 
accord with the theoretical result that it 
is in a seller’s interest to announce a re- 
serve price. In practice, reserve prices 
are often not used; when they are used, 
their existence is often not announced, 
and even when their existence is an- 
nounced, the seller usually keeps the 
level of the reserve price secret (Cassadv 
1967, pp. 226-27). Thus there appears 
to be a discrepancy Itetween theory and 
practice. 29 Consistent with the prediction 
that the reserve price will be set at a 
level that exceeds the seller’s own valua- 
tion, in the Netherlands cut flowers not 
attaining the reserve price are destroyed, 
indicating that their value to the seller 
is zero despite being given a positive re- 
serve price (Cassadv 1967. p. 230 1. 

Studies of the bidding for offshore oil 
rights have focused on the existence and 
consequences of the winner's curst* i Sec- 
tion X). ** The first of th.-w studies. In 
Capen. Clapp 
claimed that v 
average less ; 
turn on thcii 
surprising!) I 
tin of highest 
as 100 and t\ p» 
indicating much ui„ 
amount of oil beneath any trait. Kiev 
attributed the low rates of return to the 
tact that “the winner tends to bo the 

"’ tins need nut. howexer. lie inconsistent with 
thcorx . One explanation tin the sellei s not imposing 
a lexers r price is that he lacks the nei-cssarx lsirgam- 
ing power, that is. the ahilitx to pr» ■commit himself 
to his selling pohex (see Milgrom 19Sfi) 

“’Tlie auctioning of mineral rights to goxerninent- 
ow ncil lain! is almost unique to the t inted States, 
governments in other countries ustiallx allocate min- 
eral rights to firms In discretionary procedures (Ham- 
sex 19X0. pp. 5(>-ti2V It is mitexvorthx. however, that 
in 1 9X2 the Peoples Republic of China liegan auction- 
ing offshore exploration contracts l.Vnr York Times. 
Man h 23. 19X51. 
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player who most overestimates the true 
tract value" (p. 643). The conclusion of 
Capen, Clapp, and Campbell about low 
rates of return was based on casual em- 
piricism. Subsequent, more careful stud- 
ies have overturned this conclusion. 
Mead, Moseidjord, and Sorensen (1984) 
estimated after-tax internal rates of re- 
turn of outer-continental shelf lessees to 
l>e roughly the same as the average rate 
of return on investments in the U.S. 
manufacturing industry. Kenneth Hen- 
dricks, Rolrert Porter, and Paul Gertler 
(1986) similarly found reasonable rates of 
return. Hendricks, Porter, and Certler 
also discussed the practical importance 
of two aspects neglected by the theorists. 
Often, several tracts are auctioned simul- 
taneously, so that a bidder's decision on 
how 6) bid on one tract may be* influ- 
enced by his bids on other tracts. More- 
over, as also emphasized by Otis Cillev 
and Cordon Karels (1981 ), there is a prior 
decision on whether to hid on a particular 
tract; only some of the potential bidders 
actually bid for any one tract. There tend 
to be more bidders for tracts that are 
perceived to be more valuable. Thus esti- 
mating the effect of competition by sim- 
ply regressing price on the mun!>er of 
bidders (as discussed above) can he mis- 
leading. 

Gilley and Karels (1981), after correct- 
ing for the sample-selection bias arising 
from the bidders’ participation decisions, 
found that individual bids in an oil-rights 
auction decreased as the numbers of bid- 
ders increased. This apparently paradoxi- 
cal result can be explained as resulting 
from the bidders’ rationally taking ac- 
count of the winner’s curse effect of con- 
dition (9) above. Recall that a rational 
bidder in a common-value auction bases 
his bid not only on his own estimate of 
the item’s worth, but also on the pre- 
sumption that he has the highest esti- 
mate. The more bidders there are, the 
more marked is the second of these ef- 


fects. This can mean that individual bids 
decline as the number of bidders rises. 
Hendricks, Porter, and Gertler (1986), 
generalizing the Gilley- Karels model by 
allowing nonlinear bidding functions, 
found that bids initially increased and 
then decreased as the number of bidders 
increased. (Note that these results are 
not inconsistent with the result that the 
winning bid increases with the numl>er 
of bidders, for the more bidders there 
art*, the more likely it is that some bidder 
perceives the item's value to be high.) 
More accurate information about the 
item's true value mitigates the effect of 
the* winner’s curse in causing the bidders 
to be cautious; Gilley and Karels found 
that the smaller tin* variance in the initial 
estimates of the tract’s value, the higher 
the bids. With millions of dollars at stake, 
the oil firms evidently avoid falling victim 
to the winner’s curse. 

The results of Milgrom and Weber 
(1982b) (Section X above) create a pre- 
sumption that having private information 
raises a bidder's profits. A test of this 
prediction is provided by the study of 
oil-rights bidding by Mead, Moseidjord, 
and Sorenson (1984) (although the study 
is not explietly based on the Milgrom- 
Weber model). Two types of leases exist; 
drainage tracts (close to an existing well) 
and wildcat tracts (in an area for which 
no drilling data exist). For drainage 
tracts, denote by "neighbor" a bidder 
who has information because he has 
already drilled nearby wells. Mead, 
Moseidjord, and Sorenson estimated that 
there were gains from superior informa- 
tion. Drainage leases earned a higher af- 
ter-tax internal rate of return than wildcat 
leases, and, among drainage leases, 
neighlx»rs earned a higher rate of return 
than non-neighbors. Similar results were 
obtained by Hendricks, Porter, and 
Bryan Boudreau (1987). Theory suggests 
that the gains from superior information 
are lessened if a rival also has superior 
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information (Milgrom and Weber 1982a). 
Mead, Moseidjord, and Sorenson, how- 
ever, found an unusually high rate of re- 
turn when a neighbor competed with a 
neighbor (although a very small sample 
underlay this estimate). 31 

More empirical work is needed, forth 
because several testable predictions re- 
main untested and because usable sets 
of microlevel data have not yet been ex- 
ploited. To what extent do royalties serve 
to extract surplus from the bidders, as 
discussed in Section VIII? Mineral-rights 
auctions, which sometimes use royalties 
and sometimes do not, might provide 
data for estimating this. Mineral-rights 
data might also be used to address the 
question: When reserve prices are used, 
are they set at a level that approximates 
the optimum (Sections VI, X)? Govern- 
ment contracting provides an underex- 
ploited source of data on bidding; ques- 
tions such as the effect of incentive 
contracts as a rent-extracting device (Sec- 
tion Vlll) and the effects on the bids of 
discriminating against foreign bidders 
(Section VII) could be examined. What 
types of auction are actually used when 
the bidders are markedly risk averse 
(Section IX)? In privatizing publicly 
owned firms, governments sometimes 
have auctioned the whole firm and some- 
times have sold shares at preset prices. 
Which method has yielded more revenue 
for the government? Different auction 
forms are used in apparently similar cir- 
cumstances; for example, at various times 
and in various places, tobacco has been 
sold by English. Dutch, and first-price 

11 There is a stylized fuel from tin - sealed bidding 
for mineral rights: In common-value auctions, the 
distribution of bids is approximately lognormal (Ches- 
ter Pelto 1971; Keeee 1978). Alliert Smiley (1979), 
however, found that the Weilmll distribution fitted 
bidding data better than tin' lognormal distribution. 
The shupe ol the distribution of bids is of interest 
for simulating bidding liehavior; also, under the as- 
sumption that the theory is correct, the distribution 
of valuations mil l>e deduced from the distribution 
of bids. 


sealed-bid auctions. Gan each use l»e ex- 
plained, or is this merely due to revenue 
equivalence, which means that the seller 
is indifferent afomt the choice of auction 
form? 

Another source of empirical evidence 
on bidding behavior is lul>oratory experi- 
ments. There is a large and growing liter- 
ature on experiments with auctions, 
which is not surveyed here for space rea- 
sons. See Gharles Plott (1982) and Ver- 
non Smith (1982) for general surveys of 
experimental economies, including some 
discussion of auction experiments; and, 
for representative papers, see Gox, 
Smith and Walker (1984) (on indepen- 
dent-private-value auctions) and Max 
Bazerinan and Samnelson (1983) (on 
common-value auctions). 

XI If. An Agenda for Research 

Many questions about the working of 
the various auction institutions remain 
unanswered by the theory. 

Much of the cxiste 1 
independent p 
makes for el< - 
world auctions 
tion (as Milgi. 
suasivcly arg* 
values require- 
Ire no resale pi IN M 1 * i 

bidder knows exactly lm,. 

would be worth to him. In the ease ol 
contract bidding, independent private 
values means that firms production costs 
differ only because of differences in their 
production capabilities or in their alter- 
native opportunities; however, if there 
is a common element ol technological un- 
certainty, then the appropriate assump- 
tion is affiliation (Section IX). Despite the 
prevalence in practice of affiliation of val- 
uations. little* is known lieyond the analy- 
sis of Greiner and McLean (1985a. 1985l>) 
afomt optimal auctions with affiliated 
values. 
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In all of the existing models, the selling 
is in effect done by the owner. In prac- 
tice, often the owner hires an agent, the 
auctioneer. How can the auctioneer be 
motivated to act in the owner’s interest? 
Should he be paid a fixed fraction of the 
selling price? Might the buyer pay the 
auctioneer in some circumstances? Does 
the presence of a hired auctioneer affect 
the choice of auction form ? 

A question prompted by the empirical 
studies (Gilley and Karels 1981; Hen- 
dricks, Porter, and Gertler 1986) is. 
What determines the numl>er of bidders? 
Although most existing models take the 
set of bidders to be exogenous, the bid- 
ders do in fact make a decision to (earn 
their valuations. What are the determi- 
nants of this decision? The costs of col- 
lecting information and preparing a bid 
presumably are relevant here (compare 
with French and McCormick 1984, 
McAfee and McMillan 1987b, Samuelson 
1985). How does the incorporation of this 
decision affect the performance of the dif- 
ferent auction forms? How does the 
choice of auction form influence this deci- 
sion? 

In government contracting, bids are 
often multidimensional, involving quality 
as well as price. For example, in the com- 
petition for the contract for a new fighter 
aircraft, design features are at least us 
important as price. If the government has 
its own preferences over the various 
quality attributes and price, and the dif- 
ferent firms have different technological 
trade-offs, what is the best procurement 
mechanism? 32 

The advantages resulting from the sell- 
er’s ability to commit himself to a mecha- 
nism have been made apparent: We 
know why the seller would want to com- 
mit himself. One might conjecture that 

®This question was posed by Paid Milgrom and 
by William Samuelson. The second-stage decision 
hi RJordan and Sappington (1987) can be interpreted 
as a quality decision. 


commitment is a natural concomitant of 
monopoly: A rational monopolist will find 
some way to achieve commitment. How- 
ever, it is not well understood how this 
can be done. One way of rationalizing 
this is that the seller plays the game re- 
peatedly, while the buyers play it only 
once. Then it might be in the seller’s 
interest to adhere to his mechanism, for 
a deviation might destroy his commit- 
ment ability for the future. However 
plausible this argument appears, it re- 
mains to be formalized and its logical co- 
herence remains to lie established. 33 

The opposite question should also be 
addressed. What happens if we drop the 
assumption that the seller is able to com- 
mit himself? The commitment assump- 
tion makes the theorist’s life easier by 
providing a clear-cut solution in place of 
the indeterminacy of the bargaining 
problem: Apart from the rents due to the 
informational asymmetries, all of the 
gains from trade go to the individual who 
is able to precommit himself. Without 
the commitment assumption, the bar- 
gaining problem must be addressed. In 
an interesting analysis, Milgrom (1986) 
developed a bargaining model in which 
a seller finds it in his interest to sell by 
auction. This is an important area for fur- 
ther research. 

Turn now to the broader questions 
posed by Hayek (1945) and discussed in 
Section I. To what extent has auction the- 
ory generated answers to questions about 
the working of the price* system in the 
presence of informational asymmetries? 

The questions examined by auction 
theory form a subset of the class of ad- 
verse-selection problems; that is, prob- 
lems in which one individual knows 
something that the others do not know 
(Arrow 1985). The foregoing theorems 

m Also, repeated games typically have many equi- 
libria. It may lie that, while commitment emerges 
as an equilibrium of a repeated mechanism-design 
game, noneommitment remains as another equilib- 
rium. 
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show that bidders can be induced to re- 
veal implicitly (or, in the case of the Vick- 
rey auction, directly) their private infor- 
mation, namely, how highly they value 
the item. With some exceptions (given 
in Sections VI and VII), the bidder who 
values the item the most is awarded it. 
The Revelation Principle shows that, in 
many cases, individuals can be given in- 
centives to share their information. As 
Hayek suggested, markets can work de- 
spite the dispersion of information. 

The results described afxive have gen- 
erated some insights into how the price 
system works: into the nature of the pro- 
cess of bidding competition and price 
formation. We have arrived at some 
understanding of why particular trading 
institutions — the English auction, for 
example — arise in particular circum- 
stance's. (See the optimal-auctions analy- 
ses of Sections VI and VII.) Do prices 
serve to aggregate dispersed informa- 
tion? The result of Wilson (1977) and Mil- 
grorri (1979a) (summarized in Section X) 
shows that they can: Provided there are 
many bidders, and provided information 
is sufficiently dispersed among the bid- 
tiers. the price equals the item’s true va- 
lue even though no individual knows 
what this true value is. Is it correct, as 
Hayek asserted, that the price suiuina- 
riz.es all of the relevant information alxmt 
supply and demand? The answer is no: 
If competition is less than perfect it is 
in the seller s interest, if possible, to ad- 
just the price after the sale in the light 
of any new information lie obtains alxjut 
tin 1 item’s value to the buyer (as dis- 
cussed in Section VIII). 

Much remains to be done. The auction 
models are partial-equilibrium models. 
The role of the price system in coordinat- 
ing the actions of different people cannot 
be understood except within a general- 
equilibrium system. How to em!>ed bid- 
ding models in a general-equilibrium 
context remains an open question. Ques- 


tions of the existence and social optimal- 
ity of competitive equilibrium with in- 
formational asymmetries await the reso- 
lution of this question. 

One crucial step toward a general- 
equilibrium formulation is modeling 
competition among mechanism design- 
ers. Consider a seller who designs an auc- 
tion-like mechanism. If the buyers have 
an alternative, that is, if the seller faces 
a competing mechanism, competition 
may constrain the seller 's choice of mech- 
anism. If there is one phenomenon that 
economists understand to be important, 
it is competition. Solving the difficult 
technical problems of modeling competi- 
tion among mechanisms is. in our view, 
the major problem facing the asym- 
metric-information literature. 

XIV. Machiavellian Advice to a 
Monopolist 

You arc the seller of some good or ser- 
vice in the fortunate position of hav ing 
no competitors. How 
your selling m< 
the last possible 
ers? 

The first ruli 
ers believe that 
egv you have ch. 
any circuinstaiu > 
you an* visihlx 
vents you from 
vour customers e 
of exactly how In.,., 
price to any particular hi.;, 
ing the sale. 

Should you post a take-it-or-leave-it 
price, or should you hold an auction? If 
your production capacity is large, fixing 
a price maximizes your expected profits. 
The price you should charge, if you Ih*- 
lieve your customers' valuations of vour 
product are approximately uniformly dis- 
tributed, is the average of your unit pro- 
duction cost and the highest possible val- 
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nation (provided this exceeds the lowest 
possible valuation). On the other hand, 
if yon have only one or a few units to 
sell, yon should sell by auction. 

What kind of auction should you 
choose? To answer this question, you 
must know whether your customers 
would Ik* prepared to pay higher prices 
in exchange for your sheltering them 
from risk. You must also know whether 
differences among the bidders’ valuations 
of the item are due to inherent differ- 
ences in their tastes or to their having 
made different guesses about the unique 
true value of the item. 

If your customers are no more reluc- 
tant to bear risk than you are and their 
different valuations reflect their different 
tastes, then your best selling device is 
any of the simple auction forms: English, 
Dutch, first-price sealed-bid, or second- 
price sealed-bid. You should impose a 
reserve price. If the commodity is useless 
to you unsold, and if you estimate the 
distribution of your customers’ valuations 
to be approximately uniform, the reserve 
price you should set is one-half of the 
maximum possible valuation. 

If your customers prefer to avoid risk, 
then you are no longer indifferent among 
the simple auction forms; your revenue 
will on average be higher from a first- 
price sealed-bid auction than from an En- 
glish auction. However, if you have very 
sophisticated computational capacities, 
you can do still better by announcing that 
you will require payment from bidders 
who bid too low and that you will subsi- 
dize bidders who bid high but not quite 
high enough to win. You should, if possi- 
ble, keep secret from each bidder how 
many other bidders he is competing 
with. 

If the bidders fall into several catego- 
ries and you observe that there are sys- 
tematic differences in valuations across 
categories, then you can exploit this to 
your advantage (provided you can some- 


how prevent resale by the winning bid- 
der). You do this by discriminating in 
favor of bidders in the category with on 
average low valuations; You announce 
that you will accept a lower bid from a 
member of the favored category over a 
higher hid from a member of another cat- 
egory, provided the difference in bids 
is not too great. 

If you can monitor the buyer’s subse- 
quent usage of the commodity, you 
should, by the use of a royalty scheme, 
require continuing payments from the 
buyer based on value in use; Royalties 
induce the bidding to be more competi- 
tive. 

If the item you arc selling has a unique 
true value, but the bidders have different 
imperfect estimates of this value, the En- 
glish auction will on average yield more 
revenue for you than any of the other 
simple auction forms. You can encourage 
the bidders to raise their bids by having 
a policy of publicizing any information 
you yourself have ulxmt the item’s true 
value. 

Finally, if your monopoly power is be- 
ing eroded by the formation of a counter- 
vailing buyers’ cartel, you can regain 
some of your monopoly profits by in- 
creasing your reserve price, making it 
higher the larger the nutnl>er of cartel 
members. 
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01 0 CtNKKAL Economics 

The world as a total system. By Kknnktii E. 
Bch'i.oinc;. Beverly Hills, London and New 
Dellii: Sane, 1985. Pp. 183. *25.00. ISBN 
0-8039-2443-7. JF.L 86-0M2 

Human betterment is the overall aim of The 
World as a Total System. As Kenneth Boulding 
stated in his AKA Presidential address in 1968, 
“I did not becxitne an economist for anybody's 
applause; I liecame an economist liecau.se 1 
thought then 1 was an intellectual task ahead, 
of desperate im|>ortanco for the welfare anti 
even the survival of mankind.” Toward that 
end. this hook tries — successfully — to provoke 
us to think aliout the very long course of events, 
and to ponder when- our own daily professional 
interests fit in. 

The first chapter's title asks; "Which systems 
can we perceive in the world?" and the follow- 
ing chapter headings answer in this order: phys- 
ical, social, economic, |H)litical, communica- 
tion, and evaluative systems. 

The first sentences of the I look give Bould- 
ing’s definition of a system: "Anything that is 
not chaos,” or ”anv structure that exhibits order 
and pattern. But I do not think these state- 
ments well descrilie the lxtok's subject. All that 
is required for there to lie an absence of chaos 
is an absence of independence between two 
elements; that is, if there is complete indepen- 
dence, predictability is impossible. Any incom- 
pletely-mixed urn of red and black lulls permits 
some predictability aliout the color of the next 
ball from the color of a given drawing. But such 
an urn prulwbly would not constitute a system 
for Boulding. And a haselxdl breaking a window 
at which it is thrown is not only predictable 
but is thought of as causal, yet it also would 
not lie the sort of system that Boulding dis- 


A better though more turgid definition of 
"system”: A set of elements that we analyze 
on a particular dimension and at a particular 
level of abstraction, a set within which if one 
fails to take proper account of some elements, 
understanding of the liehavior of other ele- 
ments is in peril. The practice of economists 
in thinking of an economy as a system in this 
fashion is a great strength of our discipline com- 
pared to the other social sciences, when consid- 
ering rent control, for example, economists im- 
mediately ask about not only the direct effects 
on the rents paid by the poor — at which jioint 
the thinking of too many noneeonomists stops — 
but also aliout such indirect effects as upkeep, 
new construction, and a shift to investment in 
other markets. This is the single lesson in 
Henry Hazlitt's Economics in One U sson And 
indeed, true to his origins as an economist, a 
key as|>ect of all the systems that Boulding deals 
with is sufficient complesit- -"'lith it m\ sound 

thinking must faL 
interrelationshii 
obvious relatii 
baseball to wine 
Boulding pi i ! 
lineating a fen 
describing them 
knowledge is cik y * . . 
duced to think about tin s. , ., 
more comprehensive ways. I his valuable c\ei - 
cise, which promotes understanding and trig- 
gers new ideas, is Boulding s puqio.se. 1 lic- 
lieve, and In 1 sill reeds admirably 

Valuable as is Boulding s emphasis on grand 
abstractions, there also is a drawback, focusing 
our attention away from the concrete. In this 
respect, I confess to a bias in favor of the point 
of view espoused by William James, who fre- 
quently and forcefully asserted the importance 
of keeping touch with nitty -gritty experience. 
Foc using on models can lead into error even 
as wise and careful a student as Boulding Con- 
sider this example: 


cusses. 
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The change in the physical system of the work!, 
closely related to certain changes in the biologi- 
cal anti social systems, that presents perhaps 
the greatest source of concern for the human 
rate at the present is soil erosion . , . this is 
a problem of the same order of magnitude ;ts 
the using np of fossil fuels, and we may have 
even less time to correct this iniltalanre This is 
something that we simply cannot afford to lose, 
(p. 47) 

Soil erosion does cause concern. But the con- 
cern is misplaced. There are no data showing 
deterioration of the land worldwide; the only 
relevant evidence is data showing that the quan- 
tity of arable land is increasing rather than de- 
creasing. And in the United States, where there 
are data bearing directly upon soil erosion, the 
condition of farmland has been improving 
rather than deteriorating since the first mea- 
surements in the 1930s, as Theodore Schultz 
attests from his own experience since boyhood 
as well as from the survey data (1982). And 
Earl Swanson has shown that the main problem 
that soil erosion causes is costly silting up of 
drainage systems, rather than loss of productive 
capacity of farmland (1984). Such erroneous as- 
sessments — like the errors of the 1970s about 
supplies of oil and minerals and food — can he 
extremely costly to society, not only in misallo- 
cated resources but also in unsound govern- 
mental decisions and in morale. And it seems 
to me that fascination with abstractions— world 
systems and computer models — often leads 
away from attention to data, and hence is an 
important cause of such errors. 

Playing with grand systems is playing with 
fire. Like fire, Kenneth Boulding always illumi- 
nates. 

Julian L. Simon 
University of Maryland at 
College Park 
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Regulatory fiolicy and the social sciences. Ed- 
ited by Hogkk G. Noli.. California Series 
on Soeial Choice and Political Economy. 
Berkeley, CA and laindon: University of Cal- 
ifornia Press, 198 15. Pp. xi, 400. 837.50. ISBN 
0-520-05187-4. JELSO-IMiH 

This volume contains the proceedings of an 
NSF-sponsored conference that gathered lion- 
ccouoniist social scientists to explore the scope 
ol regulation research in their disciplines. The 
essays are a diverse lot. as their origin would 
suggest. Bather than commenting on the merits 
ol specific contributions, this review focuses on 
the lessons which economists might draw from 
the volume. 

It is immediately apparent that the econo- 
mist’s approach to analyzing the forces govern- 
ing regulation has few adherents in other social 
sciences. Economists typically analyze jKilitical 
markets in much the same way they approach 
economic markets. Decision makers optimize 
subject to constraints imposed by, among other 
tilings, the actions of those affected by their 
decisions. The objective function can incor|x>- 
rate regulator preferences distinct from the 
preferences of those the regulation affects, but 
those preferences must lie reasonably stable. 
Most of the contributors to this volume con- 
ceive of the political process in quite different 
terms. Several argue that the state can and docs 
act autonomously, hatching (xilieics it then sells 
to the governed. For this conception to consti- 
tute an alternative to the economic approach, 
tin- state must not only have an objective func- 
tion of its own, but the tastes reflected in that 
objective function must shift significantly over 
time. It is not surprising that a number of politi- 
cal scientists, attracted to their specialty by the 
notion that elections matter a great deal, assert 
the primacy of political actors, as opposed to 
the alternative view that policies shift primarily 
in response to exogenous changes in the well- 
being of those touched by regulation. 

The contributions by Theodore Lowi and 
Morris Fiorina arc compatible with the econo- 
mist's view, but represent a distinct minority. 
Lowi reiterates his position that exogenously 
chosen policies induce the polities and institu- 
tional structures tliat surround them. Lowi’s 
discussant, John Fcrejohn, takes sharp issue 
with this direction of causation, arguing that 
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if there is one major theme of studies of Ameri- 
can policymaking institutions ... it is thut the 
scope for political leadership is broad and (hat 
leaders possess a great deal of discretion. . . 
[Policymaking] institutions and the social pro- 
cesses that evolve within them appear to possess 
powerful internal dynamics that inhibit their di- 
rection by external social or economics forces. 

(p. 106) 

Fiorina’s interesting analysis of the delegation 
of legislative authority looks very much like an 
economic analysis. I lis discussant, William 
Rikcr, while justifiably admiring the paper, re- 
marks that Fiorina’s analysis does not go far 
enough in casting his model as one where jxiliti- 
eians choose according to their preferences 
rather than in terms of the costs and lienefits 
of the clients they regulate. While perfectly 
consistent with an economic approach this per- 
spective, when implemented, yields very dif- 
ferent treatments of regulation. 

Kinphasi/.ing the autonomy of political actors 
encourages the investigator to focus on individ- 
ual participants of the political process. Thus, 
an essay hy Martini Dcrthick and Paul Quirk 
entitled "Why the Regulators ( ]hose to Deregu- 
late," a question that few economists would 
pose, is included. Dcrthick and Quirk illustrate 
the idiosyncracies of tin- regulatory process, 
concluding that in the eases they examined eco- 
nomic ideas embraced hy powerful regulators 
constituted the "coordinating force in a govern- 
mental universe that is normally chaotic" (p. 
230). We are told neither why particular ideas 
proved compelling nor why regulators em- 
braced ideas that others proved able to resist. 
The approach lacks the means to predict the 
lx:havior of regulators. 

An alternative to focusing on regulators is 
to consider the organizational structures within 
which they operate. Unfortunately, tin- essays 
that focus on organization, while presenting a 
wealth of interesting detail, support James Q. 
Wilson’s (ultimately sympathetic) observation 
that organization theorists "believe earnestly 
that | organization) theory . . . must surely tell 
us something important, hut in the last analysis 
one is not sure that one hits learned anything" 
(p. 359). 

Lawrence Friedman's elegant essay argues 
that legal arrangements "carry all the freight 
of the social order" (p. 135), and so place con- 
straints on the system that require those seek- 


ing lienefits at least to lie able plausibly to east 
their pleas in terms other than naked self inter- 
est. Regulation is shajied by forces more com- 
plicated than those incorporated into economic 
models. Analysts are charged "to scoop up as 
many facts as possible . . . aliout . . . legal 
arrangements, even when the facts do not lend 
themselves to scientific treatment” (p. 135). 
This advice, echoed hy anthropologists lamra 
and Clair Nader, would be more compelling if 
coupled with a clear demonstration of insights 
it generated. Indeed, Friedman's thesis that 
considerations of morality and fairness emlxid- 
ied in legal rules reduce dramatically the scope 
for self-interested control of regulation receives 
a strong if implicit challenge from fellow lawyer 
Bruce Ackerman later in the volume. Acker- 
man's call for a constitutional change is based 
on his view that legal strictures can, but do 
not now. cheek the control that special interests 
exert on the regulatory process. Without a sci- 
entific winnowing oi the mass of institutional 
detail surrounding regulation, informed choices 
among such positions are impossible. 

Perhaps the one point on which the contribu- 
tors could agree is that the economic approach 
to regulation is far too confining to lx- useful 
in the understanding of the determinants of the 
regulatory policies we el 
tion is based on i 
approach. It is a- 
were terminal. • 
analysis is treat i 
tile view that . 
the industries ti 
than as an attempt 
rium in [Ktlitical ui.ti k< )- 

subjectcd to the standard compai atn «• -tutu, 
methods ol economits Filming on the con- 
straints which well-organized interest groups 
place on regulators docs not imply that regula- 
tion must forever maintain its initial form anil 
effect. Changes m the economic well-living of 
interest group members change the constraints 
that regulators lace, with predictable changes 
ill regulations over time. Curiouslv , Pcltzman s 
(1976) pioneering analysis along these lines is 
ignored completely . 

In sum. tins volume contains a number of 
suggestions as to how regulation might Ix'tter 
In’ understood. but lew successful demon- 
strations of the utility of approaches advocated. 
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The essays can he useful both in helping to 
formulate the set of constraints under which 
regulators operate and in cautioning against too 
ready acceptance of narrow self interest of one 
or a few groups as the determining factor in 
policy making. They are less successful in pro- 
viding guidance for how regulation research 
should be conducted. 

Howard P. Mar\ t:i. 
Ohio State University 
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020 General Economic Theory 

Sour grapes : Studies in the subversion of ra- 
tionality. By Jon Elster. Paperback reprint. 
Cambridge, New York and Sydney: Cam- 
bridge University Press; Paris: Editions de 
la Maison des Sciences de ITiomme, [ 1983] 
1985. Pp. viii, 177. $12.95, paper. ISBN 0- 
521-31368-6. JEL 86-0352 

Economists try to describe human behavior. 
So do philosophers, anthropologists, sociolo- 
gists, political scientists, psychologists and so- 
cial biologists. Some try to set boundaries sepa- 
rating their domains from those of other 
disciplines, but boundaries are always crossed. 
Economists have analyzed topics such as voting 
behavior, crime and its deterrence, and the di- 
vision of labor by sex, topics that noneconomists 
claim as their own. 

Hirshleifer (1985) provides an excellent re- 
view of the invasion by economists of other 
fields and notes that this invasion has a flip 
side. “While scientific work in anthropology 
and sociology and political science and the like 
will become increasingly indistinguishable from 
economics, economists will reciprocally have 
to become aware of how constraining has been 
their tunnel vision about the nature of man and 
social interaction” (p. 53). 

Indeed, economists are beginning to use 
knowledge from other fields to explain phenom- 
ena that have long been considered puzzling. 
For example, Utaler and Shefrin (1981) use self- 


control to explain why people sometimes re- 
strict their choice set, Akerlof and Dickens 
(1982) discuss the economic consequences of 
cognitive dissonance, and Looines and Sugden 
(1983) use regret to explain preference rever- 
sal. 

The assumption that man is rational is at the 
center of standard models of economics. El- 
ster’s book focuses on that assumption and uses 
findings from other fields to argue that rational- 
ity cannot provide an adequate basis for the 
description of human behavior. 

Rationality is a concept with many defini- 
tions, and Elster logins by providing his own. 
He makes a distinction between thin and broad 
theories of rationality. The thin theory is cen- 
tered around consistency within a system of 
desires and beliefs. The broad theory examines 
Ixjfh desires and beliefs. Rational desires are 
formed in an autonomous way, and rational be- 
liefs are grounded in judgment leased on the 
available evidence. 

The chapter altout rationality serves as an 
introduction to three chapters about the diffi- 
culties in using rationality to describe human 
behavior. In Chapter 2, Elster argues that it 
is difficult to reconcile the notions of autonomy 
and judgment with the fact that some states 
cannot l>e willed. For example, the attempt to 
overcome insomnia by sheer will is an expres- 
sion of autonomy, yet it is a paradigm of irra- 
tional plans. 

Elster uses the notion of sour grapes (or cog- 
nitive dissonance) as the most prominent exam- 
ple of nonaiitonnmoiis preferences, and he elal>- 
orates on this idea in Chapter 3. The essence 
of the sour grapes story is that preferences may 
themselves he shaped by outcomes. The fox 
bends his judgment and desires to conform to 
the feet that he cannot reach the grapes. 

While Chapters 2 and 3 focus on autonomy. 
Chapter 4 focuses on biases in the formation 
of beliefs and in judgment. How can we say 
that people base their judgment on available 
evidence, asks Elster, when we know from 
studies by psychologists that people make sys- 
tematic errors in inference. And how can we 
say that judgment is based on available evi- 
dence when we know that people engage in 
self-deception? 

Good books stimulate thinking, and 1 found 
myself reflecting on the importance of auton- 
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omy and judgment in explaining human Ix-hav- 
ior. People frequently al>andon autonomy and 
they sutter from persistent biases in judgment. 
If autonomy and judgment are the underlying 
characteristics of rationality, as Elster argues, 
perhaps people are not rational. But if people 
are not rational, what are they? 

Elster states early in his liook that he I relieves 
that human Irchavior reflects maximizing be- 
havior, and he mentions some ideas which 
might descrilre observed behavior I rotter than 
his concept of rationality. One is the Darwin- 
biLsed idea that maximizing Irchavior contrib- 
utes to the survival of a person and his descen- 
dants. Elster d<M-s not explore the potential of 
this framework, although it might explain much 
observed behavior. 

Survival seems to depend on a delicate bal- 
ance Ire tween opposing Ibices. For example, 
the brain generates pain, but it also soothes 
pain. Each can Ire used to excess, and survival 
depends on a proper Italancc. 

Frustration is generated when a gap exists 
I re tween what we have and what we want. Frus- 
tration, as Elster notes, is a manifestation of 
autonomy, and it is useful to survival Ireeanse 
it propels us to achieve wliat we want. But what 
should we do when the achievement of our ini- 
tial goal turns out to Ire too costly? Sour gra|x-s 
rationalization may lx- a good way to disengage 
from the pursuit of a hopeless goal. < )l course, 
a balance Iretween Irustration anil rationaliza- 
tion is needed. Those who always av oid rational- 
ization are likely to become entrapped and 
“throw giHxl money .liter Irad. Those who make 
heavy use of rationalization avoid frustration, 
but they accomplish little. 

Elster tries to convinee us that the exercise 
of autonomy and judgment do not characterize 
much human Ixdiavior. He succeeds. More im- 
portantly, he leaves us with some ideas alxnit 
frameworks that might better account lor a wide 
range of human behavior. 

Mt-.in Si vi mxn 

Santa Clara University 
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C.'/ioosing the. rig/it pond: Human behavior and 
tin; quest for status. By Hohkki L Fhask 
N ew York and Oxford: Oxford University 
Press. 1985. Pp. x, 306. $22.95. ISBN 0-19- 
503520-8. I El. 85-0 923 

Comvrn alront relative standing has Ireen a 
minor theme, at I rest, in modem economies. 
It has been cited occasionally, of course, to ad- 
dress s|M'cifie issues — Dnesciilx'rry s classic 
analysis of savings Ixdiig a leading example. 
But, (x-rhaps because if is associated with (rails 
we find iinap|x*a)ing. most economic analysis 
ordinarily presumes that agents are atomistic, 
utility and profit-maximizing entities. Kolx'rt 
Frank’s task in this original and provixative 
lunik is to demonstrate that concern tor status 
deserves a much inure prominent place in our 
understanding ol cctiuiiiiui behavior. As Ire 
makes clear, reingni/ing its jiiqvortanee carries 
significant implications fur how we view the 
role of piilrlie polity ami •' 1 ■ ■ , <-n. 

mi nt itself. 

The first part 
lislling wh.it we i. 
ol status as a det< • 
ter 2. I'Vidence e. 
ogy. and soeioli 
eerns are |>cr\.isi\ 
iimdainental level, ah. 

traivtl to tin* evolutional) ailv.ii.iagi o ■ • 
dominance irv er irni - s ii'fi'i em «• gioup. Ascoi d 
iuglv. deiining one s goals and iiieasiiring one s 
ai'hieveiuents against those ot others is well- 
founded anil ingrained, nioieover. in a world 
of ini-innpli'tv infonnatiirn and unperleet lore- 
sight, |X‘irph' tend to set their |M i'son.il Iraseline 
in terms ol a local group ol peers that is rather 
narrow h drawn, troth in time and plaiv. 

Chapters 3. 4, and 5 trace out the implica- 
tions of the basic proposition that jxrsition in 
local hierarchies matters in a range of economic 
examples, C-oncciii alxnit status is ofleied as a 
explanation for the frequently observed flatness 
of pav selioihiles. F.ammgs baseil on marginal 
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productivity are adjusted by market pressures 
to reflect positive and negative status associated 
with position in the local income hierarchy. Al- 
though other plausible arguments, including 
risk-aversion on the part of employees and the 
existence of internal labor markets, have been 
advanced to interpret this leveling tendency, 
the author’s appeal to status as the determining 
factor is convincing in settings where uncer- 
tainty or firm-specific learning would seem to 
be a less important characteristic. 

In anticipation of broader issues raised later, 
an argument is also roughed out to suggest how 
a very large set of individuals with varying skills 
and tastes for status might sort themselves in 
equilibrium into the empirically observed pat- 
tern of heterogeneous groups. The operative 
reference group need not be narrow in every 
case. Frank argues in Chapter 6 that redistribu- 
tive taxation can lie viewed in part as a macro- 
economic counterpart to the flattened earnings 
schedule at the firm level in the sense that it 
reflects an implicit voluntary social contract mo- 
tivated by similar, fundamental positional con- 
cerns. 

Clearly, not everyone can Ire in the top rank. 
Chapter 7 takes up the problem that striving 
for position has an inherently illusory aspect. 
In the absence of cooperation, the divergence 
between individual and collective self-interest 
can give rise to significant, pervasive distor- 
tions. As we are shown, this is especially the 
case when the concept of position is extended 
to encompass the prospective standing of one’s 
heirs and when conspicuous consumption is 
made part of the process of signalling one's 
ranking. These distortions include a tendency 
for people (especially at low income levels) to 
invest too little in safety, insurance and other 
risk-reduction measures and too much in "posi- 
tional goods. ” Chapter 8 applies these observa- 
tions to interpret the tendency for savings ratios 
in cross-sectional samples to rise with income. 
The role of trade unions in promoting pensions, 
insurance, safety rules, and paid leave also is 
presented as a manifestation of implicit cooper- 
ation among workers who would otherwise he 
subject to the negative externalities of the "posi- 
tional treadmill.’’ 

The final four chapters address broader issues 
related to the nature <4* the underlying social 
contract that supports the political economy and 


public jx>licy. The observation that much eco- 
nomic Ivehavior is influenced by concern over 
position, with its attendant negative externali- 
ties, opens the way for an effective rebuttal of 
stylized critiques of the free-market system. 
Contrary to commonly expressed views of the 
left, positional concerns are seen to lead work- 
ers to accept less individual control of employ- 
ment conditions, to select less differentiated 
and personalized service, and to l>e more prone 
to "manipulative” advertising — not on account 
of market failure or exploitation in their conven- 
tional senses but precisely because markets for 
goods and services take into account people's 
fundamental need for superior position. Simi- 
larly, the strict libertarian position that rejects 
any compromise of individual freedom is also 
seen to l>c amiss in that it fails to account for 
the reciprocal, interactive character of status 
seeking. 

Since positional concerns generate negative 
side effects for society as a whole, it follows 
that collective welfare- can hi- unproved by some 
form of joint intervention. In Chapter 11, Frank 
explores the general issue of the limits to gov- 
ernmental paternalism and develops a general- 
ized unanimity criterion not unlike the rule for 
a constitutionally authorized voting procedure 
dcscriln-d by Buchanan and Ttillock. The crite- 
rion amounts to a simple expected cost-l>enefit 
test with a side provision to rule out restrictions 
that will cause coalitions to break apart. Excep- 
tions are admitted for rules with major adverse 
consequences; partial restriction through taxa- 
tion is also considered. 

The book concludes with applications to pub- 
lic policy that stress accurate diagnosis of eco- 
nomic- problems and the advantage of relying 
on market forces in any intervention. The basic 
second-best prescriptive rule still applies: dis- 
tortions should be treated with measures that 
counteract the problem most directly. Thus, 
the author favors a consumption tax on com- 
modities, the consumption of which imposes 
externalities on others. In antitrust policy, he 
reminds us that market concentration by itself 
is not sufficient cause for regulation, as it may 
largely reflect buyers’ preference for low-priced 
standardized commodities that large-scale firms 
seem able to produce most efficiently. (No 
bright-line rule is offered, however, to distin- 
guish cases in which concentration arises, say. 
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from over-consumption of positional goods or 
from the more familiar exercise of market 
power.) A negative income tax, supplemented 
by government-sponsored employment and 
transfers in kind, is proposed as the appropriate 
and efficient means of accomplishing socially 
desired incume transfers. 

Taken as a whole, the l>ook raises a number 
of important questions alxrut human behavior, 
it is evident that positional concerns will l>e 
heightened and most relevant when economic 
activities and transactions have an all-or-notb- 
illg character. Thus, important questions are: 
To what extent an- economic interactions so 
structured? Secondly, to what extent is it suffi- 
cient that economic agents merely perceive eco- 
nomic reality in relational terms? Do conclu- 
sions depend in an important way on limited 
rationality — a condition that might be altered 
by better information? One of the important 
messages of the book is that the positional as- 
jrect of economic activity is endemic and mani- 
fest in a surprisingly wide variety of settings. 
Although some of the applications may seem 
to stretch the concept, almost all the evidence 
and examples that the author has marshalled 
are apt and persuasive. Still, the issue is essen- 
tially an empirical matter that invites further 
research. 

Irrespective of the outcome of that inquiry, 
it is fair to say that this lxxik is a significant 
contribution and accomplishment. The argu- 
ments are original, carefully constructed, and 
balanced- The material should sensitize readers 
to a neglected and important aspect of economic 
behavior, and raise the quality of the public 
debate on a wide variety of issues. Finally, no 
review would lx- complete without its taking 
note of the Ixxik’s lively and entertaining style. 
This lxxik is fun to read — no less so for the 
author’s inclusion of a niunlx'r of drawings and 
eartcxins from The New Yorker anil other publi- 
cations that highlight key points with wit and 
charm. 

Kicmaiid T. Fhkkman 

Federal Reserve Board 


Game-theoretic models of bargaining. Edited 
by Ai.viv E. Rrrru. Cambridge, New York 
and Sydney: Cambridge University Press, 
1985. Pp. ix, 390. $47.50. ISBN 0-521- 
26757-9. JEL 

This volume of revised papers, originally pre- 
sented at a conference held in June 1983 at 
the University of Pittsburgh, provides an excel- 
lent overview of game theoretic bargaining the- 
ory. This field studies the type of agreements 
that rational agents will achieve in bargaining 
situations. It is composed of two complemen- 
tary approaches — the axiomatic, or coojxjrative, 
and the strategic, or noneooperative. The axio- 
matic approach consists of specifying a set of 
axioms, such as efficiency, which the result (or 
outcome) of bargaining should satisfy-, and char- 
acterizing the function mapping the set of feasi- 
ble outcomes into itself that satisfies the axioms 
(in general, it will Ix* unique). In the strategic- 
approach the detailed structure of the bargain- 
ing prix.-c.ss (including what the agents know) 
is written down as a game tree and the equilib- 
ria analyzed. Since the axiomatic approach ab- 
stracts from the details of the bargaining pro- 
cess. it has the advantage that it is applicable 
to many bargaining situate - - Tin- Tv id van- 
tage of the axiom. I* -- 
de-tails of the bai 
important in di 
strategic approa< t 
but the otiteonn 
ingly minor mod 
cess, such as wlm 
approaches arc w ell i< , . 

Unfortunately it is not pown n 

the papers in this review. In what follows 1 
discuss a subset, concentrating on strategic 
models since this is the area of most active re- 
search. 

llolx-rt Wilson discusses various dynamic 
models that have "reputation as a state varia- 
ble. In games with incomplete information, an 
agent’s reputation is the beliefs of the other 
agents alxmt his private characteristics (or infor- 
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tnation). This notion of reputation has become 
important in economics and this paper is a valu- 
able survey of the concept in its various incarna- 
tions. The paper by Drew Fudenbcrg, David 
Levine and Jean Tirole analyzes the following 
bargaining game: A buyer and a seller negotiate 
over a price, with the buyer's valuation not 
known by the seller and offers made sequen- 
tially by only the seller. They prove that this 
game has a unique (sequential) equilibrium. 
While Gul, Sonnenschein and Wilson (1986) 
subsequently strengthened this result by show- 
ing that in this equilibrium the sequence of 
price offers is not random, the Fudenberg, Le- 
vine and Tirole paper is still well worth reading. 

Although the one-sided offer bargaining game 
(often called a concession game) with the unin- 
formed agent making the offers has a unique 
outcome, the two-sided offer game does not. 
The source of the multiplicity is much the same 
here as it is in the signaling models of Spence 
(1974) and others. The problem is that the in- 
formed agent makes offers that must l>e inter- 
preted by the other agent. Different methods 
of interpreting offers give rise to different equi- 
libria. Ariel Rubinstein's paper presents an 
analysis, of different methods of interpretation 
in a two-sided offer bargaining game where one 
of the agents lias two possible costs of bargain- 
ing. Restricting the choice of conjectures when 
an informed agent makes an out-of-equilibrium 
move as a means of selecting equilibria is an 
attractive idea which is the focus of much cur- 
rent work; Rubinstein's paper contains a clear 
discussion of some of the issues involved. The 
ideas in this paper apply more generally, not 
just in bargaining. However, the game Rubin- 
stein analyzes is simple (private information 
takes only two possible values) and the appro- 
priate restriction on conjectures is not always 
obvious. 

In the papers so far discussed, the rules of 
bargaining have been exogenously given. In 
mechanism design, the idea is to design a game 
form that respects the sovereignty and private 
information of the agents and whose equilibria 
satisfy some welfare criterion. Roger Myerson, 
who has written widely on mechanism design, 
analyzes the efficient mechanisms for two bar- 
gaining problems (one of which is the lemons 
problem of Akerfof, 1970). Viewing bargaining 
from a mechanism design perspective can lead 


to important insights; for example, private in- 
formation may make it impossible to guarantee 
that a bargain will be made if there are gains 
from trade (i.e., bargaining may be necessarily 
ex post inefficient). However, it can be difficult 
to separate normative from positive consider- 
ations in mechanism design, and in his paper 
Myerson is perhaps not sufficiently clear on this 
distinction. In particular, Myerson seems to 
claim that agents in a bargaining situation would 
always agree on an efficient mechanism. It is 
not clear to this reviewer why they necessarily 
would so agree. Peter Cramton analyzes a se- 
quential mechanism where the ex post ineffi- 
ciency mentioned above appears as delay to 
agreement. The paper by Kalyan Chaterjee is 
a survey of models which predict a positive 
prolxabihfv of breakdown in bargaining due to 
incomplete information. William Samuelson’s 
paper addresses the related issue of the effi- 
ciency of various methods of assigning property 
rights in cases involving externalities. 

Ken Binmores contribution studies three 
person bargaining problems. In particular, the 
connection between some solution concepts de- 
rived from cooperative theory and the equilib- 
ria of various extensive form games is examined. 

There are also pajiers on strategic models by 
Rolrert Rosenthal (who views reputation as a 
summary statistic of past liehavior), Martin Os- 
Ixrrne (who analyzes the role of risk aversion 
in a simple strategic bargaining model), Alvin 
Roth (reviewing some of his experimental re- 
sults), Joel Sobel (who focuses on the burden 
of proof in a litigation model) and Vincent Craw- 
ford (contrasting the theoretical bargaining with 
the third-party arbitration literatures). 

The papers on axiomatic models are by Stel 
Tijs and Hans Peters (also analyzing the role 
of risk a vtrrsion, but in axiomatic models), Wil- 
liam Thomson (surveying results in the axio- 
matic theory when the numlier of agents can 
vary) and Sergiu Hart (discussing recent axio- 
matizations of solution concepts for multiperson 
games). 

This volume of conference papers is highly 
recommended. The issues discussed in it are 
central to economics (what is more fundamental 
to economics than the bargaining problem ?) and 
the discussion is well worth reading. The only 
warning is that, by necessity, over half of the 
papers are highly technical. The nontechnical 
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papers, however, can be read profitably by all 
economists. 

C»KOH«;ii J. Mau.atii 
University of Pennsylvania 
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General equilibrium analysis : Studies in ap- 
praisal. By K. Hoy Wkinthacb. Historical 
P«TSi>cctives on Modern Economics series. 
Gamhridgc, New York and Sydney: Cam- 
bridge University Press, 1985. Pp. ix. 191. 
■$24.95. ISBN 0-521-25968-1. JEL 
On the cover of General Equilibrium Analy- 
sts: Studies in Appraisal by Hoy Weintrauh one 
cun reatl that Weintranb 

argues that previous writings on the history and 
method of general equilibrium theory have Ik-cii 
curiously biased and misleading. Weintranb pro- 
vides a clear and careful presentation of the de- 
velopment of the theory from the 19.UK tliiougli 
to the Arrow- Debreu work of the 1950s This 
historical analysis is the center of the IxMik 

Without this explicit claim the Ixiok could have 
!>ecn viewed as an interesting and entertaining 
readable account of the overall development 
of general equilibrium analysis in the period 
in question. There are many hitherto unpub- 
lished anecdotes and quotations from letters 
that cast an interesting light on the period in 
question. This is also true for the biographical 
sketches of the main actors in this jroriod. 

However, when one looks at that part of the 
book which could justify the claim that it otters 
a “clear and careful presentation ol the develop- 
ment of the theory ..." and is a “historical 
analysis" the liook does not live up to one s 
expectations. To see why this is so 1 leave aside 
the "classroom interludes’ I-IV and concen- 
trate on Part II, Chapter 6: The existence ol a 
competitive equilibrium: 1930-1954. 

The endpoint of this period is clear; the pub- 


lication of two fundamental contributions in 
Econometrica . the paper by Kenneth Arrow 
and Gerard Debreu (1954) and the other one 
by Lionel McKenzie (1954). Why the particular 
date for the? I >c ginning of the period, 1930, is 
chosen is less clear. It is generally agreed upon, 
that after Walras and before 1954 credit has 
to he given for the formulation, or solution, of 
the existence problem of competitive equilibria 
to Gustav Gassel (1918), Frederik Zeuthen 
(1932-33), Hans Neisser (1932), Heinrich von 
Stackellx-rg (1932-33), Karl Schlesingcr (1935) 
and, in particular, Abraham Wald (1935, 193fja, 
1936b). All these names are already mentioned 
in Arrow- Debreu (1954), Section 6. Less com- 
monly known is, however, the exact content, 
the importance and originality of these contri- 
butions. Those readers who expect Weintranb 
to give a concise summary and comparison of 
these contributions will be rather disappointed. 

llie starting point is Gassed’s well-known sim- 
plified version of Walras mealed of an economy 
with production This has r factors of produc- 
tion, n consumption goods, one- process of 
production with fixed coefficients for every 
consumption good, fixed (price-independent' 
income distribution, and hence- a market de- 
mand function which depends oul\ on the 
prices of consumption goods. To make 'Gassel s 
simplification more- transparent I would have 
preferred using Wall 
Levon 20) as a st v 
sc| s version is a< (■ 
tually and/or mall.. 

After emphasi/" 

Gassels Theon’h- 
played in ]x>pulai 
theory. Weintranb , 

Vienna Golloqiiinm. ami ■ • 
cation of the Gassel equations let the essential 
step — the introduction ol slack variables lor the 
factors ol production and the complementary 
slackness conditions — had Ix-en made- earlier 
by Zeuthen 1 1928 and 1912-31' who in this con- 
text is mentione d qv 66' by Weintranb in one 
sentence in parentheses The omission of a clear 
summary of Zeuthen s contribution is inexcusa- 
ble-. The statement oil page 1 15 (first paragraph) 
by Weintranb does not do justice to Zeuthen 
and tin- history of the development of the the- 
ory. 

Ofumrse we have no reason to doubt Schle- 
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singer's word that he had heard about Zeu then’s 
paper only after his presentation in the Collo- 
quium (1935, p, 11. in. 3). But his claim (p. 
12, fh. ) that Zeutheii introduced the modifica- 
tions of the Cassel equations not in connection 
with the problem of finding an economically 
meaningful solution is rather difficult to accept. 
Could he really have misread Zeutheii to that 
extent? 

It is true that Zcuthen did not discuss the 
existence problem in general. He computed, 
however, the competitive equilibrium in an ex- 
ample for more than 20 different parameter 
values (he varied the supply of a factor of pro- 
duction, a production coefficient anti the price- 
elasticity in the demand functions — see Tables 
1-3, pp. 7-10, 1932-33; or for more details, 
1928, p. 27). For the majority of these parame- 
ter values the original Cassel equations would 
have no economically meaningful or no solution 
at all. Zeuthen introduced the complementary 
slackness condition precisely in order to obtain 
meaningful solutions, i.e., equilibria, in his ex- 
amples. What other reason could there lie? 
Sclilesinger's claim was repeated by Arrow-De- 
breu (1954) and hence liecame accepted. ( "In- 
deed, this suggestion [complementary slack- 
ness] had already lieen made by Professor 
Zeuthen . . . though not in connection with 
the existence of solutions" p. 288.) 

As with Zeuthen 's contribution Weintraub 
does not summarize the papers by Neisser and 
von Stackelberg, nor does he give the examples 
they used to show the difficulties in Cassel's 
equations. This omission is, of course, less seri- 
ous since, when these authors gave their exam- 
ples Zeuthen had shown already how the model 
had to be modified. 

Weintraub describes Monger’s Colloquium 
quite eloquently and, in particular, the arrival 
of Abraham Wald in Vienna. This part of the 
book is very interesting and many readers will 
enjoy the quotations and anecdotes. But when 
the story comes to Wald’s existence proof the 
air Irecomes thin again. The assumptions of the 
theorems are stated in full, yet there is no sum- 
mary of the essential arguments of the proof 
that would show how these assumptions are 
used. This is, in my opinion, a serious omission. 

I assume that many readers would like to know 
why in Wald’s proof (1936a) his famous assump- 
tion (6) (i.e., a version of the weak axiom of 


revealed preferences for the market demand 
function) is needed for the existence part of 
the proof. 

Here is another question: What role does the 
assumption play that the market demand func- 
tion is invertible? Is this assumption only made 
since Sclilesinger's modification of Cassel’s 
equation is formulated in this (unsatisfactory) 
way? 

In conclusion then this lx>ok should not be 
read as a precise historical analysis of the main 
developments in general equilibrium analysis 
in this brief but important period. Nor should 
the reader expect to find a careful analysis and 
comparison oi the few major pa|>ers involved. 

However, the less exacting anti less special- 
ized reader will find an entertaining and colorful 
account of a very stimulating period in the de- 
velopment of economic theory. 

WtillNUU llll.DKN MIAMI 

University of Bonn 
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JEL 86-067) 

Jon Elster sets himself the ambitious task of 
critically reviewing the whole range of Marxist 
social, political, and economic theory. He 
brings to this task formidable scholarly re- 
sources: a wide acquaintance with Marx' writ- 
ings; a good technical understanding of im- 
portant recent developments in general 
equilibrium and game theories; and an evident 
desire to read Karl Marx without prejudice. 
Unfortunately Klster's adherence to a narrow 
reductionism in the philosophy of knowledge 
and his inability to recognize reliably the level 
of Marx' arguments make this hook a doubtful 
and misleading guide to Marx' thought and limit 
its interest as a contribution to social theory. 

Elster begins by stating his adherence to a 
principle of “methodological individualism ”, 
“the doctrine that all social phenomena . . . 
are in principle 1 explicable 1 in ways that only 
involve individuals — their properties, their 
goals, their beliefs and their actions” (p. 5). 
Klster criticizes as "functionalist" many cases 
where Marx attributes goals, strategies, or per- 
ceptions to groups of people rather than to "in- 
dividuals." He Ix'licves that an explanation of 
collective action must provide “micro-founda- 
tions for the Ix'havior, that is, explain it in terms 
of the desires and beliefs that enter into the 
motivation of the individuals participating in 
it" (p. 16). 

This is a poor philosophical starting point for 
understanding Marx. Elster objects to function- 
alist explanations of group liehavior hut not of 
"individual" behavior. Croups, however, share 
goals, conceptual frameworks, and means for 
action, and often act in concert, either sponta- 
neously through their shared evaluation of a 
situation, or through formal coordination. Fur- 


thermore “individuals’” goals, concepts, and 
actions are strongly influenced by the existence 
of groups. Thus it is unclear why explanation 
should always start at the level of "individuals” 
(though the problem of understanding the rela- 
tion between group and individual behavior re- 
mains a cogent issue regardless of the starting 
point). Elster never explains what he means 
by an "individual." When he offers examples 
of the kind of “micro-foundations” that he would 
like to see Marx supply for his "functionalist” 
explanations, he invokes neoclassical economic 
equilibrium theory or game theory, theories 
in which the agents arc arbitrarily defined and 
can be interpreted as organizations (corpora- 
tions, governments, families, and so forth) 
rather than as individual people. Marx accepts 
the coinmonsensc idea that groups, in so far 
as their members share goals, concepts and 
means of action, may act functionally. In some 
cases he feels the need and takes the trouble 
to investigate the relation between the actions 
of members of groups and of the groups them- 
selves (as in his analysis of technical change 
under capitalism), but in many other cases he 
sees the issue as of secondary interest. Klster’s 
interjsusition of the arbitrary doctrine of meth- 
odological individualism does not help us to 
understand Mars’ i, , 

For economist 
least satisfactois 
theory of value ,u 
theory of exploit 
contributions of 
In his discussu 
Klster uncritically f< •! 
originated by Ladisluu.s via, 
developed by Mielno Morishtma and Fmucis 
Seton. as expounded by John Hoemor. This in- 
terpretation of the lalxir theory of value rests 
on three premises. First, it regards the lalxir 
theory of value as a theorv ot relative prices 
of commodities. Second, it requires an imputa- 
tion of the total labor time of society to the 
commodities produced. Third, it understands 
the concept “value ot labor- power in Marx to 
mean the concrete lalxir embodied in the com- 
modities workers consume Elster makes much 
of the well-known (even to Marx) arguments 
that these premises lead to contradictions and 
imfxrsses. The imputation i if lalxir time to indi- 
vidual commodities is not a necessary step in 
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establishing their relative prices. In the pres- 
ence of heterogeneous labor (or joint produc- 
tion, a more serious problem Elster neglects) 
a unique imputation of labor time to commodi- 
ties may not be possible. Finally, even in the 
most favorable case where this imputation is 
unambiguous, the interpretation of the value 
of labor-power as the labor embodied in what 
workers consume makes it impossible to regard 
the total surplus value of the society as arising 
from the unpaid labor time of workers. Elster. 
in accepting this interpretation, is led to reject 
the relevance and coherence of Marx' elabora- 
tion of the labor theory of value. 

But this line of argument misrepresents 
Marx’ interpretation of the labor theory of 
value. Marx saw the theory as a way of linking 
social labor, commodity production and money 
measures of value at an aggregate level, not 
in the first instance as a way of determining 
relative prices. Marx’ discussion of “abstract" 
labor indicates that he did not view the imputa- 
tion of concrete labor time to different commod- 
ities as important in his development of the 
theory. Although he does refer to the determi- 
nation of the value of labor-power by the cost 
of the commodities necessary' to reproduce 
workers at the historically and socially given 
standard of living, his consistent practice is to 
define the value of labor-power as the propor- 
tion of abstract social labor time workers receive 
control over in the form of money wages. This 
definition turns out to be completely consistent 
with the idea that social surplus value arises 
from the unpaid labor of workers. Elster has 
not discovered these important facts in his own 
reading of Marx, nor has he read the work of 
Isaac Rubin or Gerard Dumenil that explains 
these points. (The single footnote to Alain 
Lipietz’ article on this problem shows no under- 
standing of the issues involved. ) 

Elster’s discussion of Marx’ theory of exploita- 
tion is also unsatisfactory, largely because he 
allows himself to be misled by Roemer’s work 
into a conceptualization of exploitation that 
Marx explicitly rejected. Elster says that exploi- 
tation “means, fundamentally, working more 
hours than are needed to produce the goods 
one consumes ’ (p. 167). Marx went to great 


pains to rebut this concept of exploitation. For 
example, Marx makes the point in the Critique 
of the Gotha Programme that neither in the 
initial nor the final phases of socialist society 
would workers l>e able to consume goods that 
contained as much labor as they expended. El- 
ster moves even farther from Marx in putting 
forward the curious idea that the part of surplus 
value capitalists invest to increase future pro- 
duction should not be viewed as having been 
exploited from workers. For Marx exploitation 
occurs when one class takes control of part of 
the lafior expended by another, regardless of 
what they do with it. Elster’s contusion about 
the 1 theory of exploitation is puzzling because 
in his chapter on the Marxist theory of class 
he states a recognizably Marxian formulation 
of the problem: "the central relations between 
classes are the transfer of surplus from below 
and the exercise of power from alKive” (p. 341). 

Although Elster’s discussions of class, the 
State, and ideology are more satisfactory, ex- 
treme caution is indicated m using this liook 
as a guide to or critique of Marx’ thought. 

Dcncan K. Foley 

Barnard College, Columbia University 
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Rivalry and central planning The socialist cal- 
culation debate reconsidered. By Don La- 
voie. Historical Perspectives on Modem 
Economics series. Cambridge, New York and 
Sydney: Cambridge University Press, 1985. 
Pp. x, 208. $34.50. ISBN 0-521-26449-9. 

JEL 86-0367 

The central thesis of this Ixxik is that the 
"Great Socialist Debate” of the 1930s has not 
l>oen resolved, as the traditional view holds, 
but rather that the Austrian position as first 
presented by Ludwig von Mises has been 
grossly misunderstood. From close textual anal- 
ysis, Mises is shown to have confronted two 
important paradigms, the Marxian and neoclas- 
sical ones. The challenge of Mises, called the 
advoeatus diaholi of socialism by Oskar Lange, 
is not yet answered Those who have taken up 
the gauntlet have failed to understand Mises’ 
point, reiterated by Friedrich Hayek, that pri- 
vate property leading to the pursuit of profit 
in rivulrous markets is necessary for the creation 
and diffusion of the information recpiired to 
solve the economic problem of Vilfredo Pareto 
iuid Enrico Barone. 

To characterize Mises’ (1920 German) argu- 
ment simply: 

no private ownership of the means of produc- 
tion implies no markets, no markets implies 
no “rational” prices for the means of produc- 
tion, consequently, socialism (i.e. nonprivate 
ownership of the means of production) can 
not achieve an efficient allocation of re- 
sources. 

According to laivoie, the neoclassical school 
misinterprets Mises’ understanding of social- 
ism. In Chapter 2, an ideological link is iurged 
l>e tween socialism ami central planning by ref- 
erence to Karl Marx' critique of market anarchy. 
Chapter 3 argues that Mises agrees with Marx — 
markets are inherently rivalrous — although he 
focuses on the way this competitive struggle 
among agents seeking to maximize their own 
self interest searches out anti dis/tenses the very 
information necessary to bring alawt the har- 
mony of Adam Smith s invisible hand. 

According to Lavoie, the conventional view 
of tin* debate attributes to Barone (1908 Italian) 
or even Friedrich von VVeiser (1899 German) 
the position that rational allocation under either 
socialism or capitalism can be separated from 


market institutions by considering an algebraic 
representation of the relative valuations implicit 
in any scarcity problem. In Chapter 4, I^avoie 
argues that the participants were misled by the 
neoclassical view of resource allocation as a “so- 
lution" to the “static" problem of Pareto given 
the three preconditions specified by Barone, 
i.e. , society has a method of choosing among 
various final products, the primary resource 
base of the economy is given, and all available 
methods of transforming resources into final 
output are known. Borrowing Taylor’s "trial and 
error” example of calculating Barone’s relative 
valuations for the means of production (inter- 
mediate goods) given some final output mix, 
Dinge described a detailed system of socialist 
market simulation in which prices as “terms 
of alternatives ' would be determined. 

Conventional interpretation holds that llayck 
accepted the theoretical possibility of solving 
the resource allocation problem without private 
property but denied its practicality. However, 
I-avoie contends that Hayek (1940) refined 
Mises’ position on markets as a necessary condi- 
tion to the discovery and provision of the infor- 
mation assumed to be given in Barone's prob- 
lem. Hayek restated the need for agents to 
adjust continuously to changing conditions (the 
Austrian view that markets are in a state of 
permanent disequilibrium* and established the 
crucial role of profi* ■ 
movement in the ■ 
mg. 

While I supi 
Mises argument* 
some accounts • ' 
that he himself ■ 
the critique in l. i> 
the market simulation 

sovereignty idemocratK socialism: .mu ...m . 
mg laiuge’s ease for socialist planning. 11 the 
subject matter of the !>ook were only the de- 
bate. such an omission might lie justified. How - 
e\cr. Chapter (i ipp. 153-58) contains an over- 
view of the Soviet experience with planning 
that indicates a serious misunderstanding of the 
goals of socialist planning Chapter 6 and the 
following brief conclusion seem somewhat repe- 
titious. stating essentially that a coherent, con- 
sistent position was sustained by the Austrians 
contributors and misunderstood by the others. 

Laxoic's use of modern economic theory to 
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explain the concepts and issues in the debate 
indicates some misunderstanding of the instru- 
ment. For example, tatdnnement and nontatdn- 
nement processes seem often confused espe- 
cially when income distribution is discussed. 
Peter Murrell's (1983) interpretation of the de- 
late using informational economics is clearer. 
Like Lavoie, Murrell thinks that Mises' argu- 
ment is more sophisticated than is generally 
acknowledged; he even shows that Mises was 
aware of Barone's relative evaluations. Murrell 
argues that Mises’ questions asked from the 
Austrian perspective of the entrepreneur’s role 
in anticipating and effectuating change were not 
answered by his critics who heard with the ears 
of the Walrasian-Paretian-general-equilibriuin- 
welfere economist. 

In honoring consumer sovereignty, the mar- 
ket simulation model attempts to embrace one 
blade of the Marshallian scissors (demand) with- 
out building the foundations of the other blade 
(supply). In order to replicate Marshall's long- 
run efficient allocation of resources, Lange’s 
managers must be intertemporally omniscient 
and socially motivated so as not to exploit the 
value of their knowledge. The strength of this 
book is its convincing presentation of the issues 
in the debate from the Austrian perspective 
using continuous time rather than Marshall s 
discontinuous runs. However, until we have 
an intertemporal general equilibrium model of 
Austrian rivalry or an integration of informa- 
tional theory (and perhaps contestable markets) 
with standard neoclassical theory, the “Great 
Socialist Debate” as characterized here will re- 
main unresolved. Accompanied by Murrell's 
article, Lavoie’s book leads the neoclassical 
economist to a better understanding of the com- 
peting paradigms. 

John P. Bonin 

Wesleyan University 
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Marshall , orthodoxy and the professionalisa- 
tion of economics. By John Maloney. Cam- 
bridge, New York and Sydney: Cambridge 
University Press, 1985. Pp. x, 278. £25. ISBN 
0-521-301-72. JEL 86-0039 

Dr. Maloney has written an important book. 
His subject is a dual one. First, he seeks to 
explain why the Marshallian orthodoxy gained 
ascendancy over its rivals (ranging from the his- 
toricism of Cunningham to the polemics of 
Macleod), principally in the period of Marshall’s 
professorship at Cambridge from 1885-1908. 
Second, he considers not only the ideas them- 
selves but the manner in which they became 
institutionalized in a professional conventional 
wisdom by means of new journals, new s«>eiet- 
ies, new degrees and by making the recruit- 
ment of new specialists contingent on their hav- 
ing been filtered through the new dogmas. 
Maloney’s l>ook is not just a history of the years 
of high marginalism but an empirical study of 
the way in which intellectual revolutions give 
way to routinizatiou and even ossification. The 
story is fascinating. It is well-told and written 
with style and elegance. The reader is barely 
allowed to recover from, “Marshall the moral- 
ist, dressed up as Marshall the economic biolo- 
gist, egged on Marshall the ordinary citizen to 
speak out in public” before he is confronted 
with "To deprive was to deprave but some de- 
privations depraved more than others” (p. 200). 

Maloney clearly has an encyclopaedic knowl- 
edge of his period. Not only are we provided 
with detailed notes on something like 40 British 
economists of the late nineteenth and early 
twentieth centuries but we are also treated to 
their private observations on one another. 
From Foxwell’s correspondence Maloney 
gleans the rather pathetic reflection that Mar- 
shall welcomed assistance in performing the 
menial academic tasks that the great scholar 
despised, “but for the people who thus oblige 
I believe he has in his inner feelings a very 
honest contempt” (p. 226). A careful study of 
J. N. Keynes’ diaries allows Maloney to point 
out that Keynes seldom took a daily newspaper; 
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seems to have been only dimly aware of the 
agricultural depression of the 1880s; came to 
see the foundation of the celebrated Economics- 
Tripos as ‘‘a time-consuming Ixire” (p. 63); and 
never once includes Marshall's name on the 
lists (referring to a period of over 30 years!) 
he kept of his dinner-guests. An interview with 
Sargant Florence, who was in Cambridge for 
most of Marshall’s retirement, produced the 
information that Florence only once caught a 
glimpse of the great man (at Kings Cross, it 
appears) and that Mrs. Marshall was quite capa- 
ble of intercepting his post, assigning the mat- 
ters arising to whomsoever she saw fit. Maloney 
has worked his way through Marshall's notes 
on something like 200 undergraduate pupils 
from 1895-1902. He looked up the review in 
the News of the World of 5 May 1900 of Hob- 
son's The Economics of Distributwn, and is ob- 
viously a man who knows his way around The 
Grocer's Assistant for February 1915. One must 
at least be grateful that no yellowing laundry 
lists or cancelled season tickets catne into his 
hands. 

No less interesting than the anecdotes and 
the facts, however, are the theoretical insights 
and the prov«x - ative questions. YVhat arc the 
intellectual links between utilitarianism, posi- 
tivism. marginalism and lilx-ralism) 1 How could 
"an old gentleman who was never quite sure 
whether economic theory was impossible or 
merely undesirable" (p. 9) have been apiMiinted 
to a Chair of Political Economy and could the 
same hapjx-n in an era of professionalization 
provided only that the candidate parrot the 
proper answers in the proper examinations': 1 
What arc the relationships lietween scx-ial eso- 
lutionism, ethical neutrality and welfare eco- 
nomics! 1 These arc only some of the branches 
on which Maloney briefly settles before- taking 
flight for some other part ol the forest with 
which he feels the reader ought to become fa- 
miliar. 

Hie project is an ambitious one and it is 
dearly not possible for Maloney to do justi«-e 
in so short a Ixxik to all the authors, evidence 
and issues with which he is concerned. His cov- 
erage is necessarily selective. Some readers will 
question the disproport innate amount of space 
that is given to Cunningham as compared with 
Ashley or Wicksteed; it is never made dear 
why such lengthy accounts arc provided of 


fringe figures such as Henry Dunning Macleod 
("How did he manage to l>e quite so out of 
touch) 1 ” p. 133) and John Beattie Crozier (“a 
magnificently bad economist,” p. 137); and Ma- 
loney was apparently not engaged by the de- 
bates either on policy issues (there is surpris- 
ingly little on education, poverty, taxation or 
pensions, for example) or on macroeconomics 
(even Hobson’s views on underconsumption 
and unemployment are neglected, giving the 
rather misleading impression that nothing of 
significance was said in the age of Marshal) on 
the state of the national economy). Nor does 
the l)ook attempt international comparisons 
such as might show how the new paradigm in- 
fluenced — and was influenced by — intellectual 
and professional developments abroad. And 
many will regret that Dr. Maloney does not 
include a detailed description of why an ap- 
proach that began with such majestically holis- 
tic aspirations so rapidly degenerated into ex- 
tensive specialization and extreme subdivision 
of labor. One hopes that Dr. Maloney will re- 
turn soon to the period and produce further 
essays to fill the gaps. More generalb. thanks 
to Professor Coats (who appears to have Itecn 
an abnormally active and enthusiastic- suiter-vi- 
sor of the original Ph. I ) t' - hi* h this 

Ixxik is based), V 
now John Male- 
topic in British 
ing to get the a I 
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This well-researched study is an extension 
of Roger Middleton's Ph D. thesis dealing with 
British fiscal policy in the 1930s It constitutes 
a contribution to the- new interpretation of the 
‘Treasury View of fiscal police , as less of a 
pagan dogma retained with great sex-ial cost in 
spite of the contrary urging* of the prophet 
Keynes, but more of an understandable, it mis- 
guided. response by Ixrth politieiaiis and admin- 
istrators to what they perceived to be the main 
policy problems of the interwar period. The 
perspective is that of an historian who has 
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passed many days in the Public Record Office, 
but who is not afraid to venture into the eco- 
nomics literaturr, and even to run regressions, 
The author, however, is primarily concerned 
with the historical record, and only incidentally 
with the task of appraising the merits of compet- 
ing economic theories. The competing theories 
are presented at a rather simplistic IS-LM level, 
thus missing the main thrust of the supply-side 
versus disequilibrium trading disputes alxmt 
the interwar period currently raging amongst 
economists; at the technical level a D. W. statis- 
tic of 0.97 passes without comment (p. 206). 
The broader purpose of the study is to “demon- 
strate to readers that changes in official eco- 
nomic thinking rarely derive from theoretical 
considerations, though clearly they arc; in- 
formed by them” (p. 1). 

The book is well organized. The introductory 
chapter outlines changing perspectives on the 
interwar British economy, ranging from the old 
pessimism, which saw the period as one of low 
growth, market coordination failures and de- 
mand deficiency; the old optimism, which per- 
ceived higher growth, more structural change 
and less demand deficiency; the new optimism 
which stresses high growth, efficient markets 
and benefit-induced unemployment; through to 
the new pessimism which largely preserves the 
old pessimism in the contest of a disequilibrium 
trading version of Keynesian economics which 
has a “supply side" (the author’s taxonomy is 
derived from the work of Steve Broadbcrry). 
The second chapter summarizes some of the 
main data on economic life in interwar Britain, 
discussing some of the accessory constructions 
which have been placed on the “facts.” The 
following chapter deals with the administrative 
structure of the Treasury, outlining the major 
administrative obstacles to proceeding with ex- 
pansionary demand policies such as those advo- 
cated by the Lloyd George platform in the 1929 
election. Next is a chapter dealing with the rev- 
enue side of the often massaged central govern- 
ment accounts, which concludes that “whilst 
there was a reluctance to use the tax system 
in a discriminatory manner, it was firmly ac- 
cepted within the financial departments that 
taxation was a potentially important instrument 
of economic management” (pp. 76-77). 

These preliminaries over with, the next four 
chapters focus on the overall fiscal stance. The 


theme of Chapter Five is that “while mainte- 
nance of balanced budgets was publicly ex- 
pressed in terms of adherence to certain eco- 
nomic principles, in fact within government it 
was political considerations that were para- 
mount” (p. 87). The next chapter outlines bud- 
getary policy over the J 929- 1939 decade, point- 
ing out that "it was only with the advent of 
rearmament that the Treasury was to have re- 
course to deficit finance” (p. 115). Chapter 
Seven provides c-onstant employment measures 
of the fiscal deficit over the 1930s, suggesting 
extensive changes in the fiscal stance, "a result 
not of attempts to stabilise activity by fiscal 
means, but from . . . striving to attain a bal- 
anced budget in the face of severe fluctuations 
in activity . . . and . . . the imperative of rear- 
mament . . . from 1937 onwards” (pp. 134-36). 
The next chapter discusses the “Treasury View” 
in detail, arguing that this view did not implic- 
itly assume full employment, as it often alleged; 
and that the crowding out of private; by public- 
expenditures argument against public works 
programs was based on the adverse psychologi- 
cal effects on financial markets that, it was 
thought, would ensue from higher government 
borrowing. The concluding chapter draws par- 
allels between the debates of the 1930s and 
those of the 1980s; the "earlier episode illus- 
trates clearly the strength of the political-psy- 
chological foundations of budgetary orthodoxy, 
the less than dominant role played by theoreti- 
cal issues, and the ability of successive govern- 
ments to avoid any commitment to wholeheart- 
edly combating unemployment” (p. 189). 

Overall this is a substantial piece of work 
which provides an excellent guide to original 
source material on policy debates in interwar 
Britain for both economists and historians. The 
author manages to present the dramatis per- 
sonae to the debates in a manner recognizable 
in terms of the way their counterparts appear 
in public in the 1980s. My main reservation 
concerns the author's broad thesis that political 
and administrative rather than theoretical con- 
siderations dominated official economic think- 
ing during the period. This thesis begs the 
question of why certain political and administra- 
tive considerations were perceived to be impor- 
tant, and does little to rebut Keynes' thesis that 
politicians and administrators, in such contexts, 
tend to "distill their frenzy” from some defunct 
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economist. The politicians and administrators 
in this volume appear as almost ahistorical char- 
acters living in a calm Whitehall or Westminster 
fishbowl that remained largely undisturbed un- 
til the advent of rearmament. The thesis that 
the 'Treasury View" on crowding out was l>ased 
on “psychological” considerations could also 
have been more firmly grounded if the author 
had spelled out the implications of rational ex- 
pectations in the context of different views 
about the workings of economic systems. 

Rod Cross 

University of St. Andrews 

040 Economic IIistohy 

From new era to New Deal: Herbert Hoover , 
the economists, and American economic pol- 
icy, 1921-1933. By Wh.liam J. Bakbkh. His- 
torical Perspectives on Modern Economies 
series. Cambridge, New York and Sydney: 
Cambridge University Press, 1985 Pp. xii, 
237. $39.50. ISBN 0-521-30526-8. 

JF.L 86-0677 

Herbert Hoover, Republican, had more in 
common with Jimmy Carter than with Ronald 
Reagan. Hoover and Carter were competent, 
optimistic engineers. President Hoover told a 
delegation seeking a public relief program in 
June 1930: "Gentlemen, you have come sixty 
days too late. The depression is over." He was 
overly optimistic! And yet, as William Barber 
convinces us. Hoover fought vigorously lor pub- 
lic works programs and anticipated Keynes' the- 
ory of inadequate aggregate demand and even 
the liquidity trap. To him the government was 
lender of last resort. Of all American presidents, 
he is the only one with slums named for him — 
the “Hoovervilles." Policies Hoover designed 
were adopted during Franklin Roosevelt's first 
100 days, but he ended his presidency Ix-ing 
blamed for the debacle . Ronald Reagan, an opti- 
mistic actor, embraced "supply-side pconotn- 
ics," a policy set doomed at inception, and led 
a willing people into the greatest economic de- 
cline since the one Hoover did not cause. 
Reagan was on the way to lrecoming i>orhaps 
the most popular president in polled history, 
a verdict in danger of being overturned by lran- 
scam . 

Barber provides a detailed account of Hoo- 
ver’s attempts to stabilize the American econ- 


omy during his years as secretary of commerce 
(1921-28) and as president (1928-32) that also 
assesses the critical infiuence of his administra- 
tion on New Deal policies. In so doing, Barber 
describes the model of a “new economics ’ to 
promote economic growth and stability formu- 
lated by Hoover and his associates in the 1920s. 
Barber considers the challenges to and critiques 
of the model: attempts at stabilization in 1929: 
Hoover's pre-Keynesian antihoarding cam- 
paign: the antithesis in the guise of orthodox 
neoclassical economic views of policy for 1932: 
Hoover's official 1932 model: and continuities 
and discontinuities in the transition to the New 
Deal. 

Hoover, of course, was president liefore the 
invention of teflon. But, more than simply had 
luck is involved. Most good engineers are very 
prior actors; most good actors are terrible engi- 
neers. 1 am generalizing, but usually engineers 
prefer detail and proof to showmanship. Worst 
of all for the fate of Hoover and Carter, engi- 
neers greatly prefer to plan than to sell. (Of 
course, this broad generalization extends to 
other roles in society.) As in the Horatio Alger 
stories of Hoover's time, good fortune depends 
upon admirable qualities and abundant luck. 

1110 opcn-mindi ■' 

Ixxik will fores i • 
presidency and 
classical econo: 

Both Hoover ,e 
of a small gn 
Ironically, Hoc- 
new Keynesian nun. 
government s agrkultui.il i , i 
research herix-s in Barlier s story, lltmiatels. 
Reagan’s “supply .skiers" were rejected by 
Reagan himself as he pragmaticallv turned to 
Keynesianism (including unlitars Kcsnoxian- 
ism) at a time when the orthodoxs' had come 
to burv it. Reagan succeeded where Hooxer 
(and Carter) failed lx-cause Reagan created his 
separate reality with optimism, showmanship 
and idealism; then, he could alter reality 
(when required) with pragmatism. In this re- 
gal'd Reagan is a superconsers ative Franklin 
Roosevelt who shares his self-confidence and 
pragmatism. This helps to explain why FDR 
is Reagan’s favorite president. 

Even though Rtxisevelt Ixdatedly accepted 
Hoover’s proposed public works projects with 
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a similarly cautious fiscal policy. World War 
II (military Keynesianism) finally ended the 
Great Depression. Hoover had attempted to 
provide easy credit through the HFG (pp. 182- 
85), but failed to swing the Congress l>ehind 
him. Roosevelt gained acceptance for the RFC 
within his initial KX) days. This llooverian Roo- 
sevelt (bolstered by Roosev elt's wartime leader- 
ship) became a "great Democrat." Neverthe- 
less, Barlser reveals the surprising fact that 
Hoover had l>een out of office for five years 
Indore Roosevelt “fully reoriented” his sight to- 
ward an income and aggregate demand ap- 
proach to economic poliev (p. 194). It is uncom- 
mon for pioneers of ideas to gain quick 
acceptance. The safe path of the great uiicoutcd 
who want instant recognition is to keep the new 
ideas secret for a decade. 

'l'he discontinuities discussed by Barber 
probably resulted from political necessity: Roo- 
sevelt could not look like a Hoover clone and 
still gain the support of Democrats in Congress. 
Barlter effectively demolishes the popular — 
Keynesian and neoclassical — perception of 
Hoover as a do-nothing president. His fail- 
ings — which Barber does not address fully — 
were related not to lack of vision or intelligent 
planning, but to ineffective political leadership. 
President Reagan understands what Hoover did 
not: an effective president (mints a nation in a 
clear direction and leads the electorate to un- 
derstand why that direction is right even when 
it is wrong. Eventually, this country got much 
of what it most needed during the 1930s — Hoo- 
vers economic policy ideas and Roosevelt’s 
remarkable political talent. 

E. Ray Cantkrbehy 
Florida State University and 
Ben Johnson Associates, Inc. 

The ttreat merger movement in American busi- 
ness, 1895-1904. By Naomi R. Camohkacx. 
Cambridge, New York and Sydney: Cam- 
bridge University Press, 1985. Pp. xii, 208. 
$29.95. ISBN 0-521-26755-2. JEL 85-0945 
Since the first major consolidation of inde- 
pendent business firms in the United States 
(the creation of the Standard Oil Trust in 1882), 
mergers have become commonplace. Indeed, 
they have recently been so much in the news 
that even nonspecialists are familiar with 
“greenmail," two-tiered offers, leveraged buy- 


outs, poison pills, and with the $11 billion judg- 
ment rendered against Texaco for interfering 
with a proposed merger between Pennzoil and 
(Jetty Oil. 

In view of this, it is perhaps surprising to 
learn that there is no general theory of merger 
in economics or finance; instead, there is the 
general presumption among specialists that 
merger is motivated by a desire to maximize 
profits, and that it can contribute to this goal 
in myriad ways. Tims, individual mergers may 
be explained as attempts to realize economics 
of scale or of scope, to exert market control, 
to gain access to capital, and so on. This menu 
of reasons may be adequate for the 1 explanation 
of individual cases, blit a more general theory 
of consolidation is required to explain merger 
“waves, " of which there have been four in the 
last hundred years (including the mid-1980s). 
Professor launoreaux’s very important Irook of- 
fers a new general theory of the first consolida- 
tion wave (1895-1904), supports that theory 
with persuasive statistical tests and case studies, 
and explores the consequences of the mergers. 

In the last quarter of the 19th century, mod- 
em business firms producing for a national 
rather than a local or regional market bad begun 
to appear in the United States, but this growth 
was interrupted by the severe depression of 
1893 to 1896. The first major wave of mergers 
occurred in its wake. Between 1895 and 1897 
there were 10 major mergers; in 1898, there 
were 16; in 1899 then 1 were an astonishing 63; 
the numbers then began to decline, falling to 
4 in 1903. Most of those consolidations wen- 
horizontal mergers that resulted in great in- 
creases in market jiowcr. Such famous and still 
powerful corporations as U.S. Steel (now USX), 
International Harvester, and Pittsburgh Platt- 
Glass were products of this wave. 

Then- has been no consensus about the 
causes of this first merger wave. In general, 
scholars have not felt that attempts to gain mar- 
ket control played an important part in motivat- 
ing the mergers. Instead, they have argued that 
fluctuations in stock market prices and the vol- 
ume of trading were responsible (Nelson 1959) 
or that it was the result of attempts to secure 
efficiency gains, either in access to capital mar- 
kets (Davis 1966) or to raw-material supplies 
(Chandler 1977). 

Professor l^amoreaux’s explanation begins 



Book Reviews 


757 


with the observation that the emerging big busi- 
nesses of the late 19th century adopted one of 
two lutsic business strategies to minimize the 
adverse effects of comjvtition and of unantiei- 
pated fluctuations in <leiiiand: either they man- 
ufactured small quantities of carefully differen- 
tiated, high-qnalitv products, or they mass 
produced a cheap, homogeneous product. For 
example, tin- whiskey industry developed a seg- 
ment that produced cheap, homogeneous “pure 
spirits" and a segment that produced high- 
quality, aged bourbon with a distinctive taste. 
Similarly, the paper industry divided into two 
segments, one that produced cheap wood-pulp- 
based paper and another that produced high- 
quality rag content paper. 

The greatest advantage of product differentia- 
tion was that it did not require interfirin collu- 
sion. Fach manufacturer's market was suffi- 
ciently narrow that prices and production could 
adjust relatively easily to changes in demand. 
The advantage of the mass production method 
was lower production costs. 

The merger wave of the late 19th century 
was among firms that had adopted the strategy 
of producing a cheap, homogeneous product 
and had invested a great deal of capital in pur- 
suit of this strategy in the 1880s and 1890s. 
Professor Lamoreuux argues that rabid price 
competition is more likely (and the benefits of 
horizontal consolidation arc, therefore, greater) 
among firms for which fixed costs form a high 
pro|Hirtion of total costs. Because of primitive 
accounting practices in the late 19th century, 
fixed charges would he burdensome only to 
firms that had recently borrowed to acquire cap- 
ital. This suggests that in the late 19th century 
price wars were most likely to occur in highly - 
capitalized, common-grade-produrmg indus- 
tries that had recently experienced a rapid 
growth fill lowed by a sudden decline. 

Tlie author tests this hypothesis with a case 
study of two branches of the steel industry (ol 
which one segment fit the profile of highly-capi- 
talized common-grade production and the other 
did not) and with statistical tests of a broad 
range of industries. Both forms of evidence con- 
firm the hypothesis. 


Professor 1-amoreaux then explores the con- 
sequences of the consolidation movement. In 
the short run, the consolidated industries were 
protected from ruinous price wars, as evi- 
denced by their smooth sailing through the 
rough waters of the Panic of 1907. In the long 
run, the success of the consolidations at stabiliz- 
ing prices encouraged entry into the industry, 
which then made the industry less stable. The 
only way to forestall this instability was to erect 
barriers to entry, lor example, by vertically in- 
tegrating to lock up raw material supplies, by 
patent pooling, or by inducing retailers not to 
carry rivals’ output. Naturally, these actions 
posed new problems for the antitrust authori- 
ties, and Professor l^amoreaux details the con- 
nection lietween these attempts to bar entry 
and the ferment in antitrust policy before World 
War I. There is much that is new and interest- 
ing in this section (e.g., the discussion of the 
relationship between the movement for a fed- 
eral incorporation law and the development of 
the rule of reason m the Standard Oil case in 
1911). 

This Ixxik is a model of good economic history 
and of good scholarship. Professor laimoreaux 
has lieautifully balanced a thorough reading of 
the history of the period with i plausible eco- 
nomic theory of ll, 
in a readable aw' 
tain that this \\ 
on the great nici 
century. 

I' ni versify of I 
l : rbana-Chnmi>uii.;i 
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lufsStzc zur Wirtschaftspolitik (Essays on eco- 
nomic policy). By Joseph A. Schumpeter. 
Edited by Wolfgang F. Stolper and 
Christian Seidl. Tubingen: J. C. B. Mohr 
(Paul Siebeck), 1985. Pp. iii. 378. ISBN 3- 
16-844970-9. 

It has almost become the established view 
f the oeuvre of Joseph A. Schumpeter that 
e punctiliously followed his principle, often 
oclaimed in his own lectures and writings, 
lat an analyst, a theoretician, should sacrifice 
olicy advice to purely academic work. Theo- 
;tical efforts should not be contaminated hy 
ontact with applied policy design so as not to 
ndanger the Wertfreiheit of the former. The 
tolper-Seidl collection shows that Schumpeter 
imself did not find it possible to resist the — 
Her all, very understandable — temptation to 
iolate this precept. Nor did this felicitous flexi- 
ility occur at the expense of the quality of 
conomic policy advice: more than that pro- 
:rred by many other economists is Schum- 
eter’s based on extensive and original analvti- 
d work. 

It is perhaps a trifle artificial to say (p. 4) 
lat there has been a "gap in the documenta- 
on” of Schumpeter's political and economic 
alicy output: that of the years 1916-32. His 
lonetary essays, his two sociological studies 
Imperialisms” and “Social Classes") and sev- 
al others, by no means without references 
id allusions to current policies and politics, 
ay be found in the three volume Schneider- 
aiethoff collection (1952-54) and its transla- 
ans. But it is still true that Schumpeter's ca- 
ys on Austrian and German politics and poli- 
es have not before been published in readily 
cessible collections. For this volume, which 
aiden tally required considerable and merito- 
aus detective work for the 1916-19 pieces, 
e are much in the editors’ debt. 

An instructive introduction of some 50 pages 
followed by three sections of roughly 100 
iges each on fiscal policy, wages and employ- 
;nt policies, and on political subjects (includ- 
* Schumpeter’s financial program for 1919 
jstria). While the two earlier sections of the 


book establish Schumpeter as an insightful com- 
mentator on German economic policies of the 
1920s, along lines that could perhaps have been 
expected of him, the third presents the docu- 
mentation so far available, and rather recently 
discovered (Seidl 1982), on Schumpeter as a 
politician. Thus of special interest biographi- 
cally, it sheds new light (together with the edi- 
tors' commentary) on his political ambitions and 
on his personality. Even now, however, not 
all biographical puzzles have been solved. 

The Austrian National Archives yielded the 
texts of three World War I confidential memo- 
randa, written at the beginning of 1916 (after 
a German approach to the Austrian Monarchy 
for a customs union), at the end of that year 
(after the succession of Emperor Karl to Francis 
Joseph) and in April 1917 (the year of the most 
intensive efforts of the new emperor for a sepa- 
rate Austrian peace). While not addressing 
them to a particular person, Schumpeter gave 
them the widest possible circulation within a 
carefully chosen (“catholic-conservative") cir- 
cle, principally of the Austrian aristocracy. The 
memoranda breathe throughout a fervent Aus- 
trian monarchical patriotism; they also carry an 
almost conspiratorial flavor. They aim at an 
Austrian Restoration, or rather at an imperial 
reformation, a "tory democracy" (after the En- 
glish pattern), preceded by the formation of a 
new conservative party to be carried by the 
"historic families," the Austrian high nobility. 
Externally, this meant strict independence 
from Austria’s ally, imperial Germany. It meant 
peace on Austria’s (the ideal intermediary) initi- 
ative. It meant rapprflehement to the Entente 
and the maintenance of close relations with the 
United States (which, though already at war 
with Germany, had not yet declared war on 
Austria) — Schumpeter fervently opposed any 
Anschluss which had found support among the 
German parts of the Monarchy, and any cus- 
toms arrangement. Internally, it meant a liegin- 
ning of a settlement of Austria’s nationality 
problems (Karl’s coronation at Prague) and a 
sort of Bismarckian social legislation. Settle- 
ment with Hungary, of which Schumpeter was 
as suspicious as of Germany, was to be post- 
poned. Thus, the three memoranda represent 
a political program for a Tory revolution, with 
a new party, a new parliament, a new cabinet, 
not neglecting extensive efforts to influence 
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public opinion by forceful action and intensive- 
publicity. Given the stage reached by Austria's 
history in 1916-17, these memoranda were per- 
haps u little desperate but by no means utopian 
and showed a shrewd analysis of social forces. 
All are argued with Schumpeter’s well-known 
mastery of rhetoric and literary articulateness. 

The biographical puzzle, of which the editors 
are aware but unable to resolve, is how it came 
alxiut that less than a year after Schumpeter 
was still promoting his conservative program, 
we find him (1919) a member of the suhcominis- 
sion for the socialization of the German coal 
industry, and a month after that the minister 
of finance of a socialist coalition government 
in Vienna (the second government of Karl Ren- 
ner). llis principal supporters were two very 
well established socialists, Rudolf Hilfcrding 
and Otto Bauer (who, it seems certain, were 
ignorant of Schumpeter’s wartime memoranda). 

Schumpeter had at first I wen prepared to tol- 
erate, and even to advocate, limited socializa- 
tion, so long as (as for instance in the German 
coal case) it promised to raise efficiency and 
did not burden the budget of the state. But it 
soon turned out that Bauer's understanding of 
socialization of the Austrian economy went !>e- 
yond what Schumpeter had advocated in Berlin 
and Bauer himself first in Vienna. The resulting 
clash remained unresolved. Schumpeter had 
been publicly accused of attempting to sabotage 
the socialization program by not blocking the 
sale to Italian interests of a packet of shares in 
one of the main Austrian mining and steel cor- 
porations. On this charge Schumpeter has been 
exonerated (see his letter to Chancellor Renner, 
pp. 337-. 143, and introduction, pp. 27-30. 

A more serious disagreement arose over the 
question of the Anschluss to Germany (which 
had been part of the program of the Renner 
government), against which Schumpeter in- 
trigued actively. But tin- peace treaty of St. 
Germain (July 1919) in effect forbade the 
Anschluss, and Bauer (the foreign minister) re- 
signed (though he remained as head of the Aus- 
trian socialization commission). 

Even though these two indications of Schum- 
peter’s incompatibility with his cabinet col- 
leagues stirred up a great deal of fuss, inside 
and outside the press, — and Schumpeter's un- 
conventional personal habits did nothing to 
calm things — it seems that more solidly eco- 


nomic disagreements led to his resignation in 
October 1919, after only seven months of ser- 
vice. His “Finance Flan,” published on the day 
he resigned, eventually ran into unsurmounta- 
ble opposition. A major contribution to eco- 
nomic policy at the time, it was a radically con- 
servative stabilization plan for the Austrian 
economy (“Fundaments for Fiscal Policy for 
now and the next three years,” pp. 345-66). 
It included a stiff capital levy as the instrument 
of absorbing the wartime, and inflationary mon- 
etary overhang; stabilization of the Austrian for- 
eign exchange rate with a gradual freeing of 
external transactions; revamping the tax struc- 
ture so as to encourage private investment and 
attract foreign funds (i.c., shifting the emphasis 
from direct to indirect taxes); central bank bud- 
get balance with sharp reductions of current 
outlay and the establishment of a new central 
with strict prohibition of credit to the govern- 
ment. In a word, a thoroughly modem pro- 
gram, capable of execution only by a very- strong 
government — which the Benner cabinet turned 
out not to be. Tin's policy plan has only recently 
received the attention it long deserved, in fact, 
it might well have served as a model for stabili- 
zation programs of the International Monetary 
Fund. 

The essays pi«-'. 
parts of the lw>' ’ 

Schumpeter’s ti i 
Harvard in 193.2 
tent undereurt' 
them can be un< 
in mind Schuinp> 
requirements of miccosm 

stages. And all of them cuii be umlc i .e. li. ... 
this point of view- -a long-run vista in distinc- 
tion to. but by no means unasoidably incompat- 
ible with, the short-run concerns of much of 
the English policy literature of that time. This 
contrast to Cambridge and Keynes has often 
!>ccn pointed out, and the editors do an excel- 
lent job in placing the essays in the proper per- 
spective, it needs no further mention here. 1 
would perhaps add only that his basic analytical 
model lends to Selunnjieter s essa\s a calm, al- 
most resigned patience which markedly con- 
trasts with the turbulent politico-economic 
developments and disputes of the ten years of 
pre-Hitler Germany. It is no wonder, there- 
fore, that Schumpeter's dispensation of advice 
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at times roiled the heated minds of politicians 
and economists (not excluding some of us fledg- 
ling initiates at the university) — on such burn- 
ing questions as Reparations, tax reform, wage 
disputes and others. 

There is remarkable technical detail in these 
essays: the analysis of individual types of taxa- 
tion (sales, or value added, taxes, income taxes, 
inheritance taxes), one of the few systematic 
analyses of the role of central vs. local taxation 
(what in the German is called “Finanzaus- 
gleich," pp. 84-98), the limits of wages policy 
(pp. 192-201), the interpretation of the 1929- 
32 depression (with special attention to prc- 
New Deal American policies), etc. When it is 
kept in mind that the fundamental aim of 
Schumpeter’s policy design was the rebuilding 
and strengthening of private investment, and 
of private saving, in interwar Germany, Schum- 
peter’s proposals — pre-Keynesian, or perhaps 
better, post-Keynesian, — not only show the 
continuing power of the older verities of fiscal 
policy and wages policies, but also perhaps a 
surprising applicability to present-day prob- 
lems. In this would seem to lie the reason for 
giving renewed attention to these essays. 
Schumpeter’s strong critique of one-sided 
wage-push policies (“At length it must, and will, 
happen that employers and employees will sit 
down together to negotiate wages, capital for- 
mation and tax burdens uno actu," p. 41) shows 
this, as does his opposition to deflationary mea- 
sures as a cure for the depression of the early 
1930s. But these points have been forcefully 
made by Professor Stolper and require here 
only an appreciative mention. 

What does need pointing out here is Schum- 
peter’s strong belief that the success of eco- 
nomic policy depends critically on whether it 
is fitted to an adequately receptive historical 
state of social development, and his intense 
and — towards the end of the line of essays of 
the 1920s — increasingly deepening pessimism 
in respect of the survivability of competitive 
(classical) capitalism in the Europe of those 
days. His fear was (as he puts it in a review of 
Felix Somary's Heidelberg lectures of 1929) 
that “. . . the process of transformation which 


our industrial constitution experiences more 
and more approximates — even without all the 
political interventions — a state of affairs which 
to call socialism or capitalism is a mere matter 
of taste" (p. 222). This view, more folly set out 
later in Capitalism, Socialism and Democracy 
(NY: Harper & Bros., 1942) is well enough 
known and has often enough !>ecn criticized 
as probably a simplification. Yet, the essays in 
the present volume show that it is perhaps wor- 
thy of wider application. 

Were we to attempt to apply the principles of 
that policy |i.e.. that of the late 19th century, 
e.g.. of Miquel. Bdhin-Bnwerk, Gladstone] to 
the public finance situation of the Germany of 
today, we would proceed as someone who had 
observed a great physician successfully treat a 
case of cancer and then apply the same treatment 
to a case of tuberculosis, (p. 67) 

Tlie social structure which made the income 
tax the ideal financial instrument “is past, will 
never return” (p. 67). To lie sure, these are 
strong pronouncements, especially when fol- 
lowed by 

We must realize that social developments cannot 
be reversed and that a substantial reduction of 
the sum total of demunds on the state is an illu- 
sion [to which he appends the footnotcl this illu- 
sion is dangerous, just for those circles who love 
it. It leads to a dream life of fiscal policy, a fiscal 
policy as a great lie — to sham successes and sorry 
disappointments, (p. 69) 

Perhaps too strong, but the whole of this essay 
on "Fiscal Policy” (1927. pp. 63ff) is worth re- 
reading. So are the essays on "Fiscal Policy 
and the Cabinet System” (1927, pp. 70-76) and 
"Spirit and Technique of Fiscal Administration” 
(1927, pp. 77-83), both no doubt inspired by 
bis own bitter experience. 

To repeat: we are indebted to Professors Stol- 
per and Seidl for presenting us with this collec- 
tion of essays that sheds light on elements of 
Schumpeter’s work and personality that are not 
always adequately studied. Finally, a word of 
congratulation to the publishers is not amiss: 
they took only little more than three months 
from manuscript to publication. 

Hkhbf.kt K. Zasskniiaus 
Washington, DC 
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120 Country Sruuits 

Growth, innovation and reform in Eastern Eu- 
rope. By Stan is law Gomulka. Economics 
of Technological Change series. Madison, 
Wl: University ofWiseonsin Press, 1986. Pp. 
x, .305. $32.50. ISBN 0-299-10660-8. 

JEL 86-0701 

Hu* Hast European and Soviet economies 
have a recent record fundamentally different 
from that of the first postwar decades. Their 
rates of growth are no longer much alxivo the 
world average, their remarkable domestic sta- 
bility is mostly gone and they have stopped 
making progress in catching up with frontier, 
i.e.. Western technology. This rather sudden 
transformation calls for a fresh look at the over- 
all efficiency of central planning. Stanislaw 
Gomulka here provides such a jx-rspectivc, cer- 
tainly tin 1 first extensive treatment of the issue 
in Soviet and Hast European studies. 

This exciting liook is organized into three 
parts. Tlie first deals primarily with the compar- 
ative ability of central planning and the market 
system to promote technological change; it is 
mostly speculative in character. The second, 
basically technical, addresses the gradual dete- 
rioration of economic growth, and its primary 
force, technological progress. The third part 
discusses the abrupt failure of the import-led 
|>olicy of modernization adopted by these coun- 
tries in the early 1970s; it is largely empiri- 
cal. 

The discussion rests on a theory of technologi- 
cal change that relates changes in production 
to two sets o I factors: systemic and rionsv steinie 
variables. With the notable exception of the 
United States, representing frontier technol- 
ogy, the single most important non systemic fac- 
tor for an economy is the relative gap separating 
it from the leader. The gap gives the follower 
an advantage, but certain systemic auiditious 
have to Ik- met to allow catching up to Itcgin; 
and other, more demanding, conditions have 
to Ire satisfied to allow completion of the pro- 
cess. This said, a follower can grow faster than 
the leader, or indeed than any country that is 
more technologically advanced. 

Tin* main message of the first part is that 
the central planning machinery is not compati- 
ble with rapid technological change. ’Hie chief 
culprit is the soft budget constraints faced by 


enterprises. Gomulka here ado|)ts, with impor- 
tant modifications, the concept developed by 
Jifnos Kornai (1980), and widely adopted in 
comparative economics providing one of the 
Ixxik s l>est sections. For Kornai excessive use 
of budgetary financing tends to yield shortages 
of goods, but Gomulka sees low efficiency as 
the primary outcome; a statement I feel very 
comfortable with. Kornai argues that, whether 
prices are flexible or not, the centrally planned 
economics will end up with shortages, but 
Gomulka provides a theoretical proof that with 
upwardly flexible prices, shortages are avoida- 
ble, at least in consumer goods. Still, the ques- 
tion arises whether upward flexible prices are 
really comjKitiblo with central planning in any 
version. As long as the planners insist on di- 
rectly allocating investment funds and making 
decisions on technological variants, it docs not 
make much sense to permit prices of capital 
equipment to lie flexible. Such flexibilitv will 
not do much good since managers mooting on 
rescue by the planners whenever losses occur, 
are not very concerned with costs of pnxluction 
anyway. Prices of consumer K<*xis could be 
raised to achieve equilibrium, but with produc- 
tion plans fixed by the authorities supplies will 
not necessarily adjust, and with the growth hun- 
ger of industry , capital gtxxl* will continue to 
receive higher prim its any was keeping prices 

of consumer goods stable 
peiisation for slum 
otter the workers 

Gomulka nrgn< 
the high degree . 
communist !cud< 
rapid teehnologK 
only tends to siis; 
petition, but also n . i 

Furthermore, as long as , 

in technology remains high, and the satisfaction 
of material needs is perceived by the majority 
as inadequate, iunovation-eondneise forms of 
economic organization will lx- desirable. From 
this it follows that technological change and eco- 
nomic policies must come into conflict. And 
so they have, even though the eomimini.st lead- 
ership. in its role us manager of the pursuit of 
the teehnologieul frontier, claims to promote 
values such as power, efficiency and success. 

The second part, particularly illuminating, fo- 
cuses on the slowdown in Soviet growth since 
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1961. The many economists who have dealt 
with this issue can be put in two groups. One 
chums that the source is the decline in techno- 
logical progress, with capital playing little or 
no role (Abram Bergson 1979). The other argues 
that retardation results from difficulties in sub- 
stituting capital for labor with the productivity 
residual remaining stable (Martin Weitzman 
1972). Based on econometric tests of these com- 
peting hypotheses. Gomulka offers a new inter- 
pretation that accepts some of the assumptions 
made by the two groups but discounts others: 
many will find it very convincing. 

Comulka’s approach departs from the others 
in that he tests a model with a new specification 
of the technological progress term. It attempts 
to capture the growth effects of two phenomena: 
the postwar recovery trend in technological 
progress, and changes in the annual number 
of hours worked. These two factors are variable 
over time and transitory, and superimposed on 
the third, constant term, i.e., a long-run trend 
in technological progress. The two variable fac- 
tors, as Gomulka demonstrates, may alone have 
been responsible for the slowdown. Such other 
potential factors as the branch (i.e., sectoral) 
composition effect (i.e., related to shifts of labor 
from low- to high-productivity branches), the 
age-composition effect, and the diffusion effect 
(i.e., impact of imports of superior technology) 
he finds did not contribute to the slowdown, 
at least prior to 1975. 

Nineteen seventy five is claimed to be an- 
other critical date in Soviet postwar growth in 
that the catching-up process virtually stopped. 
The Soviet economy may now have a so-called 
equilibrium technological gap, in the sense 
that, in the absence of serious systemic reforms, 
its position relative to the technological frontier 
would tend to remain the same. The book only 
suggests the above possibility, but Gomulka 
(1986) in his most recent work finds statistical 
evidence that Soviet productivity has not ad- 
vanced on that of the United States for a de- 
cade. Even after allowing for characteristic 
overmanning and underutilization, Soviet tech- 
nology appears stuck at least twelve years be- 
hind the U.S. level since 1975. 

The third part of the book asks why western 


credits and technology imports have not helped 
the Soviet Union and East Europe solve some 
of its economic difficulties over the last decade. 
Poland is given the most attention here, since 
its post- 1979 collapse seems to provide the best 
evidence of failure. Gomulka measures the im- 
pact of technology imports and finds that they 
had a strong positive effect on productivity 
growth (1.5 point increase above the 5.7 per- 
cent postwar trend in 1974-1978). But with seri- 
ous macroeconomic mismanagement, such as 
excessive wage increases, and lack of systemic 
reforms to provide incentives for efficient ab- 
sorption of western machinery, the economy 
was doomed to accumulate excessive debts and 
collapse as it did. 

My own interpretation (1986) departs from 
the present one on only one point. While I 
agree that Poland was fated to end up in a crisis 
with large debts. 1 believe that the depth of 
crisis is related less to the choice of growth 
strategy than to the regime's inability to insti- 
tute an adjustment pr«xx?ss since 1979. Political 
factors matter more than economic ones; the 
leadership does not have enough popularity 
within the country to mobilize workers, and it 
is internationally isolated so that badly needed 
fresh financing is not available (in contrast, 
Hungary has received IMF help). My guess is 
that under different political circumstances the 
Polish crisis could well have been no more se- 
vere than Hungary’s. 

Kaz.imif.ic/: Z. Po/nanski 
Northwestern University 
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Models of development: A comparative study 
of economic growth in South Korea und Tai- 
wan. Edited by Lawhknce J. I^au. Sail Fran- 
cisco: Institute for Contemporary Studies 
Press, 1986, Pp. xxv, 217. $29.95, cloth, 
$10.95, paper. ISBN 0-917616-84-7. 
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Three of the major questions in development 
economies are the following: What factors are 
responsible for successful development? Where 
the factor is an economic one, is it subject to 
policy manipulation? If so, is the |>olicy transfer- 
able to other countries? 

These questions are raised by 1 awrence J. 
Iain in the introduction to Models of Develop- 
ment. In addition to lam's introduction, the 
fxx>k includes a foreword by Nobel laureate 
Lawrence K. Klein, chapters on economic de- 
velopment of Taiwan by Hainon II. Myers and 
South Korea by Sung Yeung Kwak, and a final 
chapter by Tilxir Scitovsky that compares the 
development oi the two countries. Since the 
mid-1960s a combination of high growth rates 
and low income inequality has made Taiwan 
and South Korea models of successful de\ elop- 
mont. Myers and Kwack focus primarily on the 
economic characteristics of rapid growth in each 
country from 1965 through 1981, Scitovsky on 
similarities and differences in their perfor- 
mance. While the authors do not attempt to 
answer Lao s three questions explicitly, they 
identify significant economic factors in each 
country's development and discuss the policies 
employed to reach economic goals, 'llieir work 
relates to lam’s first two questions but not to 
his third. This is hardly surprising since the 
transferability of [tolicics to other, less success- 
ful countries should depend on institutional 
considerations as much as on economic ones. 
For example, many other countries are unlikely 
to have bureaucracies sufficiently adept and re- 
sponsive to implement economic policies effec- 
tively. We have an economic model, in short, 
but no assurance that it can Ik* replicated. 

Myers mentions the reforms of the late 1950s, 
including devaluation and liberalization of trade 
controls, that marked Taiwan's switch from an 
iiuport-suhstitution to an export-promotion 
strategy. This switch was followed by "The 
Transformation: 1965-1981” when overall 
growth accelerated, rapid industrialization 


/f>3 

transformed Taiwan's economic structure, and 
industrialization was led by output of lal>or-in- 
tensive manufactures for export. The transfor- 
mation was financed by unusually large savings, 
especially household savings Myers traces 
these to a "cultural proclivity to save” (p. 19) 
and the high deposit rates offered by govern- 
ment-controlled banks (p. 52). Also discussed 
are the competitive nature of latter markets, 
land reform and early agricultural develop- 
ment, and the predominance of small-scale 
firms in industry and services. Of particular in- 
terest is the state-private sector relationship. 
The Nationalist government, though uttering 
the usual free-market shihltoleths, inherited a 
tradition of state intervention that still prevails. 
State jxdicy is skillfully employed to “. . . nur- 
ture the private sector by encouraging it to per- 
form lietter" (p. 63). 

Kwack s chapter on South Korea, like Myers' 
on Taiwan, liegins with an outline of pre-1965 
{xditical and economic developments, lie then 
explains the economic system where a “. . . 
combination of economic incentive's and gov- 
ernment decree lias Wen effective in imple- 
menting policy" (p. 69>. tin- development of 
agriculture and manufactures, and iiiHation. ex- 
change-rate, and monefarv policies Subse- 
quent sections ev mm ■ 1 

markets, invest n 
turn, foreign en 
incuts, exports, 
tion. Coverage 
unlike Myers’, 
topics than Mv. 
tarv and financial i<> 
his approach is dcsiripti. 
cal. 

The chapters on Taiwan and South Korea re- 
veal ini|iortant similarities and differences Sci- 
tovsky finds (with score well on growth and 
equity indicators hut close scrutiny shows that 
Taiwan has done better This follows Irom dit- 
fercmi'S hi implementation rather than in |x>l- 
icy aims. "The Taiwanese. . unlike the Ko- 
reans. . . . have shown great respect for the 
strength of market forces . . qi. M5i. Specifi- 
cally. Taiwan adopted a market-clearing (high) 
interest-rate policy so that loans have Wen allo- 
cated by price, not by government policy as 
in South Korea. High rates encouraged the sav- 
ing and lulior-intcnsive production that in- 


. yk V. 
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creased employment and reduced income in- 
equality. Low rates in South Korea have created 
excess demand for loans. Loans are rationed, 
allocated to suit policy goals, and given mainly 
to large conglomerates with good records. 
Consequences for employment, income in- 
equality, firm size, market entry, allocative effi- 
ciency, saving, and foreign debt have therefore 
been less favorable in South Korea than in Tai- 
wan. 

Though monetary policy may have been “the 
crucial difference between the two countries 
. . .” (p. 147), other factors clearly share re- 
sponsibility for Taiwan's better performance. 
Lower income inequality', for instance, stems 
not only from an interest-rate policy that in- 
creases labor's national-product share, but also 
from better rural infrastructure and a more geo- 
graphically dispersed industry that raise farm- 
ers’ off-farm earnings. Also, comparison of two 
countries necessarily emphasizes their differ- 
ences. If Taiwan and South Korea were com- 
pared in a wider context, their similarities 
would stand out, not their differences. 

Among the shared characteristics that distin- 
guish Taiwan and South Korea from other de- 
veloping countries are their highly successful 
industrial policies. These are, according to 
Klein, similar to though not imitative of Japan’s 
industrial policy (p. xiv). If we are to learn from 
models of development and answer Lau's ques- 
tions, then it is necessary to focus on common 
factors like industrial policy that separate Tai- 
wan and Korea from the rest of the developing 
world rather than on differences fjetween the 
two countries. Such differences are fascinating, 
especially to specialists in the field, but it is 
the similarities that make the model and justify 
Lau’s conclusion in which "it is hoped that this 
monograph will contribute to our understand- 
ing of the process of economic development” 

(p. ID. 

Paul W. Kuznets 

Indiana University -Bloomington 


130 Economic Fluctuations; Forecasting; 

Stabilization; and Inflation 

Model reliability. Edited by David A. Bf.lsley 
and Edwin Kuh. Cambridge, MA and Lon- 
don: MIT Press, 1986. Pp. xiii, 244. $30.00. 
ISBN 0-262-02224-9. JEL H&-0710 

This volume represents some of the results 
of a five year interuniversity research project 
on model reliability. The aim of the project 
was to foster the development and communica- 
tion of techniques for assessing the strengths 
as well as the weaknesses of econometric mod- 
els. The latter theme has been persistent in 
the work of David Belsley and Edwin Kuh and 
many of the contributors to this volume over 
the past decade. The better understanding and 
use of such techniques may he an important 
ingredient in countering the low esteem that 
is currently accorded econometric research. 

There are eight papers in this book, each 
touching on some aspect of model diagnosis or 
performance. There is no explicit organizing 
theme here, nor are new tools introduced: the 
techniques illustrated in the various contribu- 
tions have been discussed elsewhere, some of 
them quite extensively. The chief value of the 
volume lies in its implicit theme: that the best 
way to learn about model reliability is to ol>- 
serve the model building and diagnostic ap- 
proaches of reliable econometricians. 

A paper by Clive C ranger, K. P. Kobins and 
Hob Engle discusses the specification and esti- 
mation of ARCH models. The acronym stands 
for autoregressive conditional heteroskedastic- 
ity and the idea is that the conditional variances 
of the errors may vary over time. The authors 
demonstrate that such models extend the no- 
tion of Granger causality to variances. The 
ARCH approach is illustrated with a bivariate 
model relating wholesale and retail prices. 
ARCH models are likely to play an important 
role in econometrics because many important 
financial and aggregate time series appear to 
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Ik- l>est described by models with conditional 
variances that vary over time. 

The analysis of residuals is also the subject 
of a paper by Jean-Marie Dufour who applies 
recursive residual analysis to test the stability 
of a demand for money function during the ( ier- 
man Hyperinflation. This procedure is !>ased 
on an analysis of prediction errors from a model 
that is estimated recursively. Various tost statis- 
tics arc then applied to these residuals to test 
for stability over time. Dufour argues that the 
advantage of this procedure is its exploratory 
nature: it does not require a precise 1 alternative 
hypothesis alxnit the nature of the structural 
instability. Unfortunately that is also a draw- 
back as tlu 1 jxiwer of the test against precise 
alternatives may lie low and liecaiiso the analy- 
sis in this application does not lead to any spe- 
cific ideas for niiKlcling the instability or im- 
proving the mixlel to remove it. 

Two [Jailers deal with the use of prior infor- 
mation. Edward 1 .earner presents an interest- 
ing and witty Bayesian analysis of the 1 determi- 
nants of inflation. Using a simple LS-LM setup 
lie sjx'fiHes a dynamic equation for inflation 
and one for unemployment. He characterizes 
Keynesian and Monetarist priors and conducts 
a Bayesian sensitivity analysis to examine the 
ambiguity in the estimates assix-iated with am- 
biguity in the prior distribution. There is much 
to disagree with in I .earner's basic s|>eoifica- 
tions — money is treated as exogenous, dynam- 
ics are introduced in a rather ail lux- way — but 
the Ijcanty of this analysis is that all is laid out 
for one to see. Nothing is swept under the rug 
and the interaction of the data with the prior 
is made clear. The results and the conclusions 
are well worth reading. A pa[)er by Mark 
(Ireene, K. 1‘hillip Howrey and Saul Hymans 
explores tin- use of outside information to im- 
prove the forecasts from tlu 1 Michigan (Quar- 
terly Econometric Mixlel (M(QKM). This is not 
a Bayesian framework; rather monthly observa- 
tions on some variables are used to construct 
a [Kxiled forecast that exhibits lower prediction 
standard errors than the M(QEM forecast. 

A paper by Davit! Bclslev considers the re- 
lationship Ix-tween centering (measuring 


variables in deviations from mean) and first- 
differencing and conditioning (collincarity) 
diagnostics. Although centering and first dif- 
ferencing often yield improved conditioning 
diagnostics, Belsley argues that they are 
meaningless. His view is that econometric rela- 
tionships characterized in levels are structurally 
interpretable while those in terms of differences 
and deviations are generally not. This idea is 
at least arguable but the notion of thinking 
alxjut identification in terms of the structural 
models of interest is certainly right. Stephen 
Swartz and Hoy Welsch present a very useful 
survey and illustration of bounded influence re- 
gression lnetluxls — methods that assign less 
than equal weight to possible outlying observa- 
tions — and illustrate some diagnostic tools that 
can Ik- used with these methods. 

The two final papers deal directly with the 
properties of large econometric models. Hay 
Fair and Lewis Alexander apply techniques de- 
veloped by Fair for decomposing forecast error 
variances into portions due to error term vari- 
ance. parameter uncertainty and mixlel mis- 
specification. They compare the decomjxisition 
of errors for the Fair mixlel and the M(QKM 
Edwin Kith. John Necse and Peter Hollingcr 
present anil illustrate an interesting method for 
linearizing and simplifying (reducing the di- 
mensionality of) complicated i .admen eiouo- 

metric models. Tin 1 
representations < • 
oi the tact that tu< 
to be sparse and < 
simple The met I 
the MCQKM. 

Many valuable 
in this collection I w 
that, in many install! ex, tL. , 
by application to models anil equations that 1 
find incredible and that the authors seem to 
feel apologetic about. 1 have much sympathy 
for Eil la-amor s conclusion that the most pnxl- 
uetive research program for inacromixlols is 
one aimed at honing their theoretical founda- 
tions 

Tiujxi xs F Uixji.ky 

( hmersity of Rochester 
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Two crises: Latin America and Asia , 1929-38 
and 1973-83. By Anc;us Maudison. Develop- 
ment Centre Studies. Paris: Organization for 
Economic Co-operation and Development, 
Development Centre, 1985. Pp. 105. $14. 00, 
paper. ISBN 92-64-12271-2. J EL 86-0718 

During the first half of the 1980s the develop- 
ing world — and in particular the laiHn-Ameri- 
can countries — suffered the worst recession 
since the Great Depression. In fact, the worsen- 
ing of the terms of trade, drop in production, 
climb in unemployment, and inability to pay 
the foreign debt in the 1980s bring to mind 
the traumatic experiences of the 1930s. 

This little book provides a tight and illuminat- 
ing comparison of the two worst recessions ex- 
perienced by Latin American and Asian coun- 
tries in modern times. It originated as part of 
a project on the interdependence between the 
OECD and developing nations and is divided 
into seven chapters that cover !>oth the general 
features of the two recessions, as well as the 
individual experiences of six I^itin American 
and five Asian countries — Argentina, Brazil, 
Chile, Colombia, Cuba, Mexico, China, India, 
Indonesia, Korea, and Taiwan. In addition, a 
large numl>er of statistical tables with informa- 
tion pertaining to the most important macroeco- 
nomic variables in these countries is provided. 
The comparison of these two recessive episodes 
is extremely revealing since it helps us under- 
stand how major external shocks are propagated 
under different institutional and economic 
structures. Also, the comparison across coun- 
tries allows a better understanding of the extent 
to which different domestic policies help to 
minimize the impact of external shocks affecting 
small developing nations. 

In his analysis of the 1930s in Latin America, 
Maddison emphasizes the role of monetary poli- 
cies based on the gold standard in the transmis- 
sion and magnification of foreign shocks. The 
initial worsening of the terms of trade resulted 
in very significant balance-of-payments deficits 
that generated large reductions in the quantity 
of money. However, most recent studies of this 
period, including Maddison 's, have failed to 
point out that in a large number of countries 
the fiscal policy was equally, if not more, con- 
tractionary. At the time, most developing coun- 
tries relied very heavily on taxes on interna- 


tional trade — and in many cases on taxes 
ex|K>rts — to finance government expenditur 
'Ihe crisis, then, greatly reduced governme 
revenues, and since macro jMiIicies invarial 
called for a strictly balanced budget, this ii 
plied an equivalent drop in government expe 
diture, generating additional recessiona 
forces. In other words, as a consequence of tl 
macro policies the worsening of the terms 
trade shifted back I Kith the LM and IS curve 

As Maddison documents, the Latin Americ; 
countries reacted to the 1930s crisis in differe 
ways. After initially following the "rules of tl 
game.' the larger countries abandoned convcr 
ibility. and pursued active monetary and mao 
policies. Although the specific courses of actii 
differed from country to country, an active e 
change rate jKilicy was followed by all of ther 
and exchange controls, including import taril 
and (piotas. were imposed. These protection! 
|x»licies marked the beginning of the inqx> 
substitution growth strategy that was ardent 
embraced by most of the countries in the n 
gion. In his otherwise lucid analysis the authi 
fails to discuss with sufficient detail the excess i 
and disap|k)iiituieiits of the import substitute 
approach. Moreover, a shortcoming of his ili 
cussion of the 1930s in laitiu America is tl 
failure to draw a sharper distinction lietwet 
macroeconomic and trade restriction policie 
Although there is little doubt that the abandoi 
incnt of convertibility ami the impleinentatic 
of active macro and exchange rate policies w: 
desirable, there is equally no doubt that tl 
imposition of massive controls on trade flov 
resulted in the creation of an inefficient an 
capital-intensive manufacturing sector that eoi 
tributed little to growth and to the creation i 
employment. 

Parts 4-8 of the Ixxik deal with the 197( 
and 1980s. First, the characteristics and magn 
tude of the external shocks are analyzed. The 
Maddison discusses how domestic policies a 
fect«*d economic performance in the diffcrei 
countries. Given the brevity of these chapter 
it is remarkable that the author is able to conv 
quite accurately, and in some cases with a 
impressive level of detail, the main features i 
these economies. 

Perhaps one of the most salient lessons froi 
the 1980s is the importance of exchange ral 
policies, and the usually staggering costs assoc 
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ated with overvalued real exchange rates. Four 
cases are particularly relevant here. First, the 
disappointing outcome of the Chilean experi- 
ence with free market policies after 1973 was 
closely related to the udoption of a fixed nominal 
exchange rate at the same time as wages were 
frilly indexed to past inflation. These policies, 
among others, helped generate a major real ov- 
ervaluation that finally proved to lie fatal. In 
Indonesia and Korea the adoption of an active 
cxchungc rate management — including peri- 
odic devaluations — were important compo- 
nents in overall strategics aimed at reducing 
the effects of world economic fluctuations. In 
that regard Indonesia's excluingc rate and ma- 
cro policies were quite successful as means to 
combat the Dotoli-IJiseaso effects associated 
with the oil Imom. Finally, in Argentina the 
adoption of' a declining prcannounccd rate of 
devaluation at a rate that was inconsistent with 
the magnitude of the fiscal deficit resulted in 
a loss of credibility in the government's policies 
and, eventually, in major capital flight. 

In these chapters the current international 
debt problem is discussed. Maddison reminds 
us that contrary to the 1930s, when a large num- 
ber of countries defaulted on their debts, in 
the 1980s we have not really seen delimits. 
Here the important role of multilateral institu- 
tions, and in particular of the IMF, is singled 
out. However, this discussion docs not empha- 
size sufficiently the very different nature of the 
debt in the 1930s, when most creditors were 
Irondholdcrs, as opposed to the 1980s when a 
very largo majority of the debt is owed to com- 
mercial banks. There is some evidence that, 
duo to the greater degree of cohesion amongst 
banks than amongst Ixrndholders. defaulting on 
bank loans entails higher costs than defaulting 
on foreign IkiikIs (Edwards 1986). This explains, 
in part, why outright delimit has not boon a 
real option in the 1980s. 

S KB ASTI AN EuWARDS 

University of California, Ijos Angeles 

Hkkkiikno: 

Edwards, Sebastian "TIio Pricing of Bunds ami 

Bunk Loans in International Markets. " Knropran 

Earn. Rev. June 1986, 30. pp. 565—89. 


300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financ.iai. Theory 

AND iNSTITl'TIONS 

Monetary conditions for economic recovery. 
Edited by Caspar van Ewijk anuJ. J. Klant. 
Financial and Monetary Policy Studies, vol. 
II. Dordrecht, Ilingham, MA and Lancaster: 
Kluwer Academic, Mnrtinus Nijhofl; dis- 
tributed in the U.S. and Canada by Kluwer 
Academic. Hinghatn, MA, 1985. Pp. x, 338. 
$48. (X). ISBN 90-247-3219-0. yK/- 86-0467 
'litis volume is the culmination of an interna- 
tional symposium on monetary conditions for 
economic recovery held in Amsterdam in No- 
veinlier 1984 to honor the retirement ol Proles- 
sor Cl. A. Kessler from the Faculty of Econom- 
ics of the University of Amsterdam. The volume 
consists of the thirteen ixqx'rs presented at the 
conference along with an opening address hv 
Willem Duisenberg in honor ol Prolessor 
Kessler, and an illuminating introduction by 
Caspar van Ewijk. It is organized in three sec- 
tions. Part I contains five |>apers appraising the 
recent |>erformance of national monetary poli- 
cies in the United States, Centrum, the United 
Kingdom and the \etln 
dealing with a v. ' 
aspects of mom 1 
II. Finally. in l'.. 
to discussion ol 
rienee for eon 
course of mom 1. 

The past dee.nl. 
mafic shift in the wav 

central hankers think about .lonct.trv polls v 
As van Ewijk expresses it. the kevncsian cunt 
Phillips-eurv e consensus of the late DXiOs was 
effectively superseded b\ the pragmatic mone- 
tarist consensus of the early eighties ip. 6). 
The major locus of monetary policy changed 
from active aggregate demand maintenance to 
fighting inflation. In the latter hall of the 1970s. 
this anti-inflationary emphasis was actxiinjtaiiicd 
by a major innovation in the implementation 
of monetary |K>licy : the practice of targeting 
monetary aggregates. 

How successful have monetary policy and. 



768 


Journal of Economic Literature , Vol. XXV (June 1987) 


in particular, monetary targeting, been during 
the “monetarist experiment” of the early eight- 
ies? This is one of the main questions posed 
in the volume and is also an issue that has gener- 
ated a lively debate in the existing literature. 
However, the controversy seems somewhat at- 
tenuated in the first section of this volume 
which may be a result of the fact that the authors 
addressing the problem all have some affiliation 
with a central bank. Despite the vague suspi- 
cion that one may be receiving a less than com- 
pletely unbiased appraisal, all of these papers 
provide a valuable summary of the recent evolu- 
tion of monetary policy in ail environment 
fraught with constraints. Alexandre Lainfalussy 
sets the stage by describing some of the chal- 
lenges confronting monetary policy makers in 
the 1980s such as persistent unemployment, 
high real interest rates, large U.S. fiscal and 
externa] deficits, currency misalignment, and 
financial deregulation and innovation. The lim- 
ited ability of monetary policy to solve most 
of these problems seems to be a recurrent 
theme. Lamfalussy’s main conclusion is that 
"one should not expect too much of monetary 
policy” (p. 37) beyond promoting disinflation 
through medium-term targeting, yet central 
bankers should follow a policy of practical flexi- 
bility in the face of shocks. 

Stephen Axilrod provides a broad, informa- 
tive review of U.S. monetary policy in recent 
years. He stresses the importance of the Octo- 
ber 1979 shift in the Federal Reserve’s operat- 
ing procedures away from being primarily con- 
cerned with interest rates towards achieving 
goals for monetary aggregates. Axilrod points 
out that this regime change was crucial to in- 
creasing the credibility of the Fed’s anti-infla- 
tion policy thereby reducing inflationary expec- 
tations. In his paper on the German experience, 
Helmut Schlesinger also describes the political 
and psychological benefits associated with using 
monetary targets to escape a vicious cycle of 
inflation and depreciation. 

It is well known that the effectiveness of mon- 
etary targeting requires money demand to be 
a stable function of aggregate demand or at least 
one with well-understood and thus predictable 
shifts. Another necessary condition is the con- 
trollability of the money supply. Both Charles 
Coodhart, in his comprehensive account of 
British monetary policy, and Axilrod point to 


the problems confronted by monetary authori- 
ties caused by episodes of unforeseen shifts in 
the demand for money or its various compo- 
nents. Goodhart's paper also provides a very 
good summary of recent developments, such 
as the removal of credit controls and various 
financial innovations, that have decreased the 
control of the money supply in the United King- 
dom. In several Western nations, financial de- 
regulation has caused the distinction lietween 
monetary and nonmonetary assets to become 
less clear, presenting central banks with the 
difficulty of choosing which class of assets to 
focus on for targeting purposes. M. M. G. Fast 1 
describes Dutch experience of using a liquidity 
ratio as the main indicator of monetary policy. 
He presents evidence suggesting that if the 
Netherlands adopted a Divisia Aggregate index 
as its definition of money for targeting pur] loses, 
it could make better allowance for innovations 
and financial change. Overall, 1 found Part 1 
to be a valuable .summary of the problems con- 
fronting monetary policy makers, ranging from 
unstable velocity of money demand to the rap- 
idly increasing integration of international fi- 
nancial markets. 

Part II is devoted to topics of international 
monetary coordination and is, in my opinion, 
the most interesting part of the liook. It contains 
an excellent theoretical pajicr by Willem Buiter 
on anti-inflationary monetary policy in an open 
interdependent economy. In the framework of 
a two-country rational expectations model, 
Buiter finds that disinflation will entail costs in 
terms of foregone output and employment, ex- 
cept in the extreme case of perfect, classical, 
wage and price flexibility. While Buiter’s model 
omits explicit consideration of government de- 
cision rules, strategic bargaining, and time- 
consistency constraints, it does provide several 
rich results. He finds that the social costs of 
reducing inflation can lie mitigated by combin- 
ing restrictive monetary policy with the proper 
mix of government spending and taxation anti 
that, in some cases, international policy coordi- 
nation can help. 

This section also includes an empirical inves- 
tigation of the European Monetary ’s System’s 
(EMS) experience with coordination by Paul 
de Grauwe. His paper indicates that although 
the EMS has reduced exchange rate fluctua- 
tions among members, it has not been success- 
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fill at insulating these countries from high world 
real interest rates, nor has it improved their 
growth and investment performance relative to 
non-EMS countries. Other papers include an 
analysis of the optimal exchange rate regime 
for the Netherlands by H. Jager and a descrip- 
tion of the role of the International Monetary 
Fund in world monetary markets by Tom de 
Vries. 

Part III contains four papers on lessons to 
Ik? drawn from recent experience and implica- 
tions for the future formulation of monetary pol- 
icy. This is the first place that debate seemed 
to emerge. Nicholas Kaldor's paper stressed 
problems associated with the endogeneity of 
the st<K'k of money and strongly attacked mone- 
tarism. Kaldor considers British and American 
monetary policy from 1979 to 1982 and con- 
cludes that the "monetarist experiment” was a 
"terrible failure” (p. 260). This section also in- 
cludes papers by P. Kortewegand ('.. A. Kessler 
pertaining to Dutch experience and prospects 
for the future. The final paper by Emil van 
Lcnncp is a broad cross-country assessment of 
the proper monetary conditions for economic 
recovery which concludes that monetary jroli- 
cies cannot solve all the world's problems but 
can continue to contribute to price stability. 

In general, this volume dims not make major 
empirical or theoretical breakthroughs. How- 
ever, it does provide a summary of a remarkable 
range of economic issues surrounding monetary 
policy in recent years, to which this review can- 
not do full justice. It makes a significant contri- 
bution in many areas and is likely to be of inter- 
est to economists ami policy makers interested 
in theoretical ami practical aspects of interna- 
tional monetary policy. 

Linda S. Koi.k 

Board of Governors of the Federal Resert'-r 
System and llniversity of Maryland 

The economic function of futures markets. By 
Jkwhky Williams. Cambridge, New York 
and Sydney: Cambridge University Press, 
1986. Pp. viii, 260. ISBN 0-521-26591-6. 

JEL 86-1095 

In The Economic Function of Futures Mar- 
kets Jeffrey Williams seeks to reverse the pre- 
vailing view that futures markets exist primarily 
as a response to the need to shift risk (or to 
hedge). This view is widely held, among Ixith 


academics and practitioners. For example, the 
ability to eliminate price risk through hedging 
is commonly cited as the chief economic benefit 
of futures markets. Moreover, the commodity 
Futures Trading Commission, as a condition 
for approving new contract (futures) markets, 
requires proof of a significant hedging demand. 

In attempting to replace this theory with his 
own, Williams has undertaken an ambitious ac- 
ademic project. His book, therefore, will be 
of interest only to readers who already possess 
a good deal of knowledge about futures markets, 
and who have some understanding of the schol- 
arly literature in this area. 

The paradigm put forward to replace the pre- 
vailing theory is that futures markets exist to 
serve as implicit loan markets for commodities. 
Hedgers, rather than attempting to eliminate 
the risks associated with commodity price fluc- 
tuations. really use futures markets to borrow 
and lend commodities. A short hedger, for ex- 
ample, who makes a spot purchase of a com- 
modity and simultaneously sells a futures con- 
tract on that commodity is, in Williams’ eyes, 
simply borrowing the commodity for a fixed 
period of time (while simultaneously lending 
money). The hedger's motivation is not a desire 
to eliminate price risk but to adjust his inven- 
tory stock. 

A central aspect of Williams’ theory is that 
firms hold inventories for the same reason that 
individuals hold cash, to 
costs. Further, th 
commodity stock' 
risk, or with \oI.n 
firms that enter ii 
just their stocks il ■ 
modifies) hate .. 
inventory manage c 
ment. 

Williams’ primary motixntinn tor writing t'm 
IxKik is his belief that futures markets exhibit 
characteristics tliat cannot be explained by pre- 
vailing theories. He contends, first, that empiri- 
cal studies have demonstrated that futures 
prices do not exhibit any risk premia; and. sec- 
ond, that spread (price) relationships are highly 
variable. Without arguing whethei he is correct 
alxiut what empirical studies actually show, it 
is not true that the portfolio theory of hedging 
cannot explain these phenomena. In particular, 
futures prices will exhibit no risk premia when 
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there is a balance between short and long hedg- 
ers. Similarly, the volatility of spreads can be 
explained by shifts in the balance between long 
and short hedgers, or by changing risk prefer- 
ences. 

In summary, it is not clear that this book 
addresses any major deficiency in the prevailing 
theories of futures markets, or that it provides 
us with a superior paradigm for understanding 
their economic role. After finishing the hook 
the reader is still left to ferret out for himself 
the importance of Williams’ analysis. Does 
adopting the view that futures markets function 
as implicit loan markets change our understand- 
ing of why they exist and how they function 
to an important degree? Are there, for example, 
implications about price relationships that can- 
not be obtained from the prevailing theories? 
Are there implications aliout trading volume 
and open interest, or the volatility of prices, 
or about which commodities develop successful 
futures markets? Are there important public 
policy implications, such as how hedging should 
be defined and regulated, or what criteria 
should be used by regulators when deciding 
on new contract applications? Despite Williams’ 
attempt to draw out some of these implications 
and to examine them in the context of the com- 
peting theories of futures markets (pp. 232-36), 
it is doubtful that any reader will draw the same 
conclusion: . . [that] the evidence supports 

one and only one theory" (p. 236). 

Although the book fails to achieve its primary 
(and, indeed, very ambitious) goal of providing 
a new theory of futures markets, it may still 
be of interest to readers who wish to improve 
their understanding of "spread trading" in fu- 
tures contracts. The author provides a careful 
analysis of such trading, as well as of the eco- 
nomic motivations for it. Another attractive fea- 
ture of the book is Williams’ impressive grasp 
of the historical evolution of futures markets. 
r inally, the book encourages the reader to re- 
think some of the fundamental theories and 
mnciples of futures markets. 

Franklin R. Edwards 

Columbia University 


320 Fiscal Theory and Poucy; Public Finance 

Untangling the income tax. By David F. Brad- 
ford. Cambridge, MAand London: Harvard 
University Press, Committee for Economic 
Development, 1986. Pp. x, 386. 929.95. 
ISBN 0-674-93040-1. JEL 8&-0763 

David Bradford’s Untangling the Income Tax 
is a truly first rate description and analysis of 
current and recent U.S. tax policy. It is also 
an excellent introduction to many of the major 
topics in modem public finance and, as such, 
will make an excellent supplementary text for 
courses in public finance. The hrxik is about 
general issues in tax policy, and, while drawing 
on recent U.S. tax law changes for purposes 
of illustration, its contribution for tax analysis 
is separate from its insights into recent policy 
choices. 

The book is highly readable; Bradford has 
accomplished the difficult task of writing on tax- 
ation in a way that will interest newcomers as 
well as old hands. Bradford blends together the- 
oretical topics with a range of illustrations and 
examples. Many of these illustrations and exam- 
ples will be new even to lawyers and accoun- 
tants skilled in tax arbitrage. 

Another reason the Ixiok will Ik- of broad in- 
terest is that it examines U.S. federal taxation 
from two perspectives, that of a pure income 
tax and that of a pure consumption tax. The 
first perspective is familiar, the second is not. 
Since the U.S. tax structure represents a messy 
mix of income and consumption taxation, it can 
not be evaluated simply from the standpoint 
of income taxation. From that standpoint, for 
example, some features of the U.S. tax code, 
such as IRAs, may appear as unjustifiable aber- 
rations, while from the perspective of a pure 
consumption tax they follow naturally. To my 
knowledge, this is the first book really to clarify 
the true nature of the U.S. tax structure and 
to compare the advantages of moving closer to 
a pure income tax with those of moving closer 
to a pure consumption tax. 

The book begins by clarifying the differences 
between income and consumption taxation. It 
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also points out that the consumption tax can 
be imposed in a variety of ways, either explicitly 
through value added or retail sales taxes or im- 
plicitly by taxing income less investment; i.e., 
taxing income, but also allowing a deduction 
for new investment. The distinction Ik- tween 
real economic outcomes and accounting labels 
is further examined in the second section of 
the book in which Bradford considers tax inci- 
dence. This section also considers tax distor- 
tions, saving and investment incentives, and 
tax simplicity. These topics provide a liasis for 
critically comparing an income tux with a con- 
sumption tax and for evaluating the U.S. tax 
code. Such analysis is conducted in the course 
of presenting these topics as well as in the final 
section that deals with particular tax reform pro- 
posals. 

The book is comprehensive and, conse- 
cpiently, long. The reader will find detailed dis- 
cussions of what may Ik- called major minor 
issues such as the tax treatment of durables, 
the treatment of capital gains, depreciation, and 
the interaction of inflation and taxation. Brad- 
ford moves from one issue to another in a fluid 
manner, but in becoming engrossed in the sub- 
topics one has occasionally to stop to think how 
each of the pieces relates to the main puzzle. 
In addition to a few more connecting paragraphs 
I would also have preferred that Bradford take 
a stronger position supporting his preferred tax 
reform. I think this would have helped better 
to focus the book, but it would have distracted 
from its scholarly and objective approach. 

In sum. this is a Ixxik that I highly recom- 
mend to undergraduate and graduate public fi- 
nance students, to tax scholars, and to tax prac- 
titioners. 

Lacrknck J. Km i.ikokk 
Boston University 

[Pka<*k;k, Alan] Public choice, public finance 
and public policy: Essays in honour of Alan 
Peacock. Edited by David Gheknaway and 
G. K. Shaw. Oxford and New York: Black- 
well, 1985. Pp. xi, 219. $45.00. ISBN 0- 
631 - 14313-0. JEL 86-0144 

The dozen papers collected in this festschrift 
reflect the honorec’s diversity of interests, 
united by a concern with applied economics 
and public policy. Many of tin' papers are brief 
surveys of an area of public sector economics 


or political economy. These surveys are techni- 
cally undemanding and appear to have !>een 
written with the nonspecialist in mind. Those 
familiar with the subject matter of the survey 
area will find little that is new here, but the 
general reader may well profit from the quick 
overviews these essays provide. The volume 
also contains several research papers, though 
most of these also have an emphasis on exposi- 
tion and synthesis. 

Richard Musgrave traces the development of 
three strands of thought relating the philosophy 
of social justice to the redistributive role of the 
public sector. These include Locke’s theory of 
entitlement based on natural law; utilitarianism 
and its “new welfare economics” reformulation; 
and the notion of justice as fairness, as currently 
associated with the work of John Rawls. Each 
of these ultimately runs into difficulty in dealing 
with some aspect of application (e.g., Lockeans 
have problems with the role of income from 
capital or inherited wealth). Nonetheless, Mns- 
grave argues that cogent public policy must ulti- 
mately he based on a set of ethical judgments 
that cannot lie derived from economic reason- 
ing alone. This is of course correct. But it is 
unlikely that the polity of a complex society 
will long Im* in agree iiu ut 1 ’’ ’ ' 

of redistribute r ■ 
of progressive t.i- 
cent retreat from 

In another sm- 
at the develops 
alxmt marginal * 
applies to regulati >■ 
ing most of the tlicou la... 

a forceful argument in favor <>t r< t mum; u least 
the spirit of marginal cost pricing in public pol- 
icy. He views this spirit to lx\ in essence, the 
economist's insistence that efficiency consider- 
ations lx* accorded a serious place in the jmlicy 
debate. In a political arena that is often driven 
by redistributive contests. Blaug sees the econ- 
omist as “a sjxeial custodian for society of the 
efficiency view of economic problems, because 
all the evidence suggests that, if economists 
do not draw attention to the trade-off lx* tween 
efficiency and equity , no one else will” tp. 27). 

A brief introduction to the economic theory 
of public sector bureaucracy is provided by 
C.’harles Rowley and Robert Elgin. The central 
feature of the organizations of interest is that 
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“profit” (or the difference between revenue and 
cost) cannot be directly appropriated as income 
by employees or “owners. ” Moreover, they are 
subject to review and control by political insti- 
tutions. The main concern of this literature is 
not so much the internal workings of these bu- 
reaucracies. Instead, the focus is on how the 
special constraints and incentives they face af- 
fect their economic choices (inputs, outputs, 
and — sometimes — prices). 

For those who are unfamiliar with the stan- 
dard works in the area, particularly the writings 
of Niskanen, this is a useful primer. Rowley 
and Elgin do a good job of stating the central 
assumptions and results of the various models 
and discussing their shortcomings. They make 
an argument for shifting the analytical frame- 
work away from the style of the models they 
discuss, towards a principal-agent theory of the 
connections l>etween legislative bodies and the 
public sector bureaucracies. This is indeed the 
direction of much current research. 

A quick glance at the behavior of international 
agencies is provided by John Williamson. Based 
largely on his experiences at the International 
Monetary Fund, he conjectures that at least 
some international bureaucracies are "pre- 
sumptively wise rather than presumptively self- 
seeking” (p. 168). By this he means that they 
are more likely to make technocratically-based 
decisions than to be motivated by narrow bu- 
reaucratic or political concerns. Specifically, in 
the case of the IMF and possibly the World 
Bank and OECD as well, he argues that techni- 
cally sound economic arguments have consider- 
able force because they are judged for the most 
part by other economists. Moreover, the politi- 
cal goals of any single government are unlikely 
to dominate agency goals. 

Williamson does not provide an analytical 
framework whereby his conjecture can be 
tested, but his claim points to an intriguing 
research agenda. 1 do not know whether inter- 
national agencies do indeed make “better” eco- 
nomic decisions than domestic ones. Certainly, 
the two types of agencies face quite different 
environments. I find it instructive, however, 
that similar claims have been made about their 
agencies by economists who have worked at 
domestic U.S. bureaucracies such as the Civil 
Aeronautics Board, the Interstate Commerce 
Commission, and the Federal Trade Commis- 


sion. it seems that once a sufficient number of 
economists wore appointed to these agencies, 
economic rationality began to take the upper 
hand, uml policy making became more rea- 
soned and less prone to the push and pull of 
political interests! Hence the deregulation of 
surface transportation and telecommunications, 
and the retreat from antitrust activism. 

Other surveys are provided by Maurice Bos- 
ton on macroeconomic policy effectiveness and 
by Herlrert Ciersch on the relationship l»e- 
tween exchange rate movements and economic 
development. Francesco Forte uses results 
from the theory of social choice to analyze the 
voting rules of decision-making l>odics of the 
European Economic Community. There are 
also papers on the economies of the performing 
arts (Hilda and William Haumol); the use of 
forced loans as a policy to induce saving (Anibal 
Cavaco-Silva); on whether having taken eco- 
nomics courses in secondary school improves 
performance in beginning university economics 
(it does, at least in the U. K., according to Keith 
Lum.sdcn and Alex Scott); and two papers on 
recent developments in the British welfare state 
(by Alan Williams and by Thomas Wilson). 

Tiiomas Romkk 

Carncuie-Mcllon l University 


400 International Economics 

420 Traue Relations; Commercial Policy; 

International Economic Intkoration 

Economic policy in an interdependent world: 
Essays in world economics. By Richard N. 
Cooper. Cambridge, MA and Izmdom MIT 
Press, 1986. Pp. xii, 34(1. $27.50. ISBN 0- 
262-03113-2. J EL 86-0781 

This volume brings together eleven essays 
first published between 1971 and 1985. They 
focus on problems of formulating macroeco- 
nomic policy in an environment where lalmr 
and capital are increasingly mobile across na- 
tional boundaries, and the economy is subject 
to shock by external economic forces. The ana- 
lytical framework is for the most part that of a 
demand-driven macroeconomic model, with 
foreign trade in goods and securities. Inflation 
is explained either by the reaction of economic 
agents to external increases in the prices of raw 
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material imports, or as the effect of increases 
in the price of foreign exchange on the domestic 
price level. There is no attempt to integrate 
theories of domestically originated inflation into 
the analysis, and indeed, inflation does not even 
receive an index citation! 

The author's perspective is that of a rational, 
publicly spirited civil servant, prescribing poli- 
cies of economic stabilization through tech- 
niques of demand management, monetary pol- 
icy, and occasionally direct control. The 
domestic economy is destabilized by the ran- 
dom, irrational, or perverse actions of private 
individuals, corporations, and foreign govern- 
ments. It must be stabilized by government, 
despite the frustrations imposed by the open- 
ness of the international capital markets. There 
is no sympathy tor the view that the U.S. gov- 
ernment is itself a chief source of economic de- 
stabilization. and little attention paid to exam- 
ples such as the financing of the Vietnam war 
or Nixon’s 1971 New Economic Policy. Indeed 
the author suggests (p. 68, n. 9) he may have 
originated the term "locomotive theory,” which 
is a rationalization of a Carter Administration 
inspired macro shock of the late 1970s. 

Where the essays shine is in the author s com- 
mand of policy issues and the problems of 
formulating coherent structures of economic al- 
ternatives under the short-run constraints nec- 
essary' for decision making. A good example of 
this capacity for creating a coherent structure 
is the essay "Global Economic Policy in a World 
of Energy Shortage," written ill 1980, just a 
year before the collapse of the world energy 
market and the marked decline of inflation in 
the U.S. It reflects the authors experiences 
as an Undersecretary of State for Economir Af- 
fairs in the Carter Administration. He presents 
an insightful description of the macro effects 
of OPEC’s price policies on the global economy, 
and the lessons learned in reacting to its desta- 
bilizing influence on the payments balances of 
oil importing countries. 

The essay is also an example of the weak- 
nesses inherent in much of the policy formula- 
tion of the period. It treats inflation as an act 
of the Ayutollah (not the chairman of the Fed- 
eral Reserve), and argues for an active energy 
policy, for without it, we will have "higher- 
than-necessary rates of inflation and lower-than- 
desirablo rates of growth” (p. 67). 


Many of the essays belong on a reading list, 
for their clear analysis and synthesis of signifi- 
cant historic events. These include “Managing 
Risks in the International Economic System” 
(1981), “Monetary Theory and Policy in an 
Open Economy” (1976), “An Analysis of Cur- 
rency Devaluation in Developing Countries” 
(1971), "Economic Interdependence and Coor- 
dination of Economic Policies” (1985), and a 
paper written jointly with Jeffrey Sachs, “Bor- 
rowing Abroad: The Debtor’s Perspective” 
(1984). 

The last-mentioned essay is noteworthy for 
the lucid combination of theorizing and policy 
conclusions, all relevant to the current stale- 
mate between international Iwrrowers and 
lenders. The first part of the essay is an original 
analysis of the incentives and costs of debt repu- 
diation. A N ash-equilibrium framework is em- 
ployed to solve for a payoff schedule in which 
the fraction of the debt repaid depends on the 
creditor’s ability to impose penalties on the deb- 
tor including the seizure of assets. The analysis 
then proceeds to study optimal borrowing 
choice with and without liquidity and repudia- 
tion risks. The presence of such risks is cited 
for the inability or unwillingness of debtor coun- 
tries to acquire as much d. 1 
pic be serviced ' ■ 

The inquiry tin i 
the externality 
presence of sin 1 
with strong but < 

In many casi » 
by ail judas idti.il .10 1 
regarding the credit ww. .. 
as a whole Most potential eicditnis .ue iinai.li 
to discern the ultimate causes n! a default and. 
in particular, whether the action reflects the 
weakness of a particular debtor or is instead a 
signal aixnit government |X>hey and economic 
health in the whole debtor economy 

Hie implications of this spillover are immedi- 
ate. First, governments — even the most laisse/. 
faire — must assume some responsibilitv for hon- 
oring the external obligations ol liankrupt firms 
in the private sector. Second, creditors act on 
the eX|H'Ctatiou ol such actions, and indeed may 
withdraw credits from countries when such ac- 
tions arc not fortlicoming. Naturally, therefore, 
a government must at the minimum undertake 
the prudential supervision of private-sector for- 
eign borrowing in order to safeguard the econo- 
my’s international creditworthiness. In some 
cases, it may lie necessary to make government 
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barking explicit to facilitate the appropriate lev- 
els of inflow, (p. 258) 

In other words, a free capital market, left 
unsupervised, will produce too low a level of 
borrowing. A numl>er of comments arc sug- 
gested: First, some borrowing countries may 
have placed excessive reliance on debt as the 
vehicle for capital importation because of re- 
strictions on foreign equity investment. In 
these cases, the screening mechanism culled 
for is already in place and is the source of an 
overreliance on debt, not the solution to the 
externality identified by the authors. Govern- 
ments of underdeveloped debtor countries 
rarely need an excuse to monitor the invest- 
ment or borrowing policies of private entities 
that are large enough to be considered credit- 
worthy in the international capital market. The 
need is to relax government supervision, elimi- 
nate the opportunities for rent gathering, and 
prevent government guarantees that transfer 
wealth from the country’s taxpayers to its for- 
eign creditors. Secondly, the conclusion ignores 
the likelihood that large scale defaults (debt re- 
scheduling) in a developing debtor country are 
the result of government policy, anti that the 
chief defaulters are likely to be government- 
owned corporations. The analysis thus over- 
states the problem of reading obscure signals 
of future government policy. Finally, I wonder 
whether the authors would extend their pre- 
scription to the management of our own econ- 
omy, now that it is promising to emerge as 
the world's largest international debtor. 

Geokcje H. Borts 

Brown University 

Structural conflict: The Third World against 
global liberalism. By Stephen D. Krasner. 
Studies in Internationa] Political Economy. 
Berkeley and London: University of Califor- 
nia Press, 1985. Pp. ix, 363. $24.95, cloth; 
$8.95, paper. ISBN 0-529-05478-4, pbk. 

/EL 86-0501 

In this book Professor Stephen D. Krasner 
applies a novel approach to analyze North- 
South relations. He terms the received view 
“economistic, ” which allegedly explains con- 
flicts between the North and the South in terms 
of the latter’s slow economic growth, poverty 
and ignorance and which presumably sees 


Third World behaviors being motivated by eco- 
nomic gain. Krasner challenges this approach, 
instead characterizing North-South conflicts in 
terms of the profound disparities of power and 
wealth between the industrial nations and the 
Third World states. The book consists of three 
main parts. The first part develops the argu- 
ment. The second discusses a number of issue 
areas while the last part contains a lengthy ana- 
lytic conclusion with prescriptions for Northern 
policy. 

Krasner traces the development of present 
North-South relations to the post World War 
II situation when the major powers established 
the United Nations and endorsed the principle 
of sovereignty. This development led to the 
creation of more than seventy-five sovereign 
states and the one-country/one-votc system at 
most international forums. Domestically, most 
of these states are limited in material resources, 
weak in their social and political structure, and 
as a result, are vulnerable to external threats. 
But collectively, they are capable at these fo- 
rums of challenging the prevailing norms of the 
international system. 

The book is a useful contribution to under- 
standing North-South relations. It explicates in 
great detail the perspective of viewing Third 
World behaviors in terms of their attempt to 
manipulate the rales of the game in interna- 
tional relations. According to Krasner, the con- 
flict between the North and the South is essen- 
tially one between regimes; he defines a regime 
as a set of principles, norms, rules and decision- 
making procedures which coordinate behavior, 
and around which actor expectations converge 
(p. 60). As a whole, the North upholds a regime 
of “liberal, market-oriented principles” while 
the South advocates an antimarket "authorita- 
tive” regime. The Third World countries reject 
the market-oriented regime because they are 
painfully aware of their weak positions in the 
international system and of their vulnerability 
to external shocks and pressures. On the other 
hand, an authoritative regime would enable 
these countries to reap both wealth and control. 
Krasner believes this framework better explains 
the strivings of Third World nations toward a 
new economic order and their willingness at 
times to sacrifice wealth for control. He sub- 
stantiates this thesis with case studies of the 
international regimes affecting international fi- 
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nancial insitutions, multinational corporations, 
the global commons (Antarctica and the 
Oceans), and transportation. Since weakness 
and vulnerability will persistently characterize 
these Third World countries, Krasner also sees 
the North-South conflict as inevitable and 
hence the title of the book, Structural Con- 
flict. 

But the analysis of Third World l>ehavior at 
the abstract level of regime choice is not with- 
out its risk and cost. Krasner has to dismiss a 
unrulier of important exceptions or counterex- 
amples. Countries such as China and India with 
their huge populations anti territories are ex- 
cluded from the generalization. Small prosper- 
ing states like llong Kong, South Korea, Taiwan 
and Singapore which rely heavily on the market 
mechanism and on symbiotic relations with the 
industrial world are lightly treated. No convinc- 
ing analysis is given as to why other Third 
World countries could not emulate such suc- 
cess. As a matter of fact, the latter countries 
that Krasner takes as exceptions are precisely 
those that have gotten out of their weak position 
partly Ixecause they have adopted tin- market 
mechanism to a far greater degree than other 
Third World countries. 

Nor does the adoption of the authoritarian 
regime explain all Third World behavior. In 
the international regime for shipping, the Third 
World quest for restructuring the flags of conve- 
nience system is resisted by Lilreria and Pan- 
ama out of sheer self-interest <p. 2241. Chile 
and Argentina, which Iroth have sovereignty 
claims with regard to Antarctica, arc adamantly 
opposed to having the region placed under the 
common heritage rubric (p. 261 ). 

Perhaps the most serious challenge to Kras- 
ner's thesis is that it is east in essentially "ration- 
alistic" terms, thereby lacking a "niicropoliticaf 
foundation. Clearly, there are other important 
factors that might explain the In-havior of Third 
World countries, e.g., conference diplomacy 
tactics, the sociology of Third World represen- 
tatives at international forums, group politics 
that prevail among Third World leaders, the 
private benefits an authoritative regime might 
confer on the generally corrupt bureaucracy of 
Third World governments, Soviet agitation, 
etc. Apparently eager to take Third World 
claims at their face value, Krasner gives little 
credit to a wide array of real-life factors that 


might also account for Third World Irehavior 
at international conferences. 

Krasner does not stop at expounding the the- 
sis of regime conflict. lie attempts at times to 
elevate the discussion into a paradigmatic de- 
bate between the "economistic” and his “real- 
ist" reading of North-South relations. While 
one could readily lie in agreement with his chal- 
lenge of “economistic” interpretations which ig- 
nore the role of power, the state, etc., one could 
hardly suhscrilie unequivocally to his alterna- 
tive built largely upon the ex post rationaliza- 
tion of different cases with definite and known 
exceptions. Without offering a viable alterna- 
tive, Krasner is open to the charge of setting 
up a .straw man against which he docs not seem 
to have the resources to compete. Since he, 
too, acknowledges, at a point, that "most as- 
pects of North-South relations are consistent 
with both modified realist and economistic in- 
terpretations" (p. 3131, it is doubtful if the dis- 
tinction serves any useful purpose. 

Hknhy K. H. Woo 
Hon g Kong Institute of Economic Science 

•130 Bala no' of Posikntv 
I.MhHSAIIONSl. Finam.k 

The IMF policy pa rath •• 
of stabilization 
economic dee. 

David. New Yu. 
ronto and Sydi 
140. $34.95. IS' 

The appropriati n'. ' 
for developing countries is < x "im.> 
by Wilfred L. David in his new book. His mn- 
cern is that these policies, which evolved from 
a concern with inacriK cononne stabilization, 
and are based as he sees it on a philosophy 
biased towards market-oriented solutions and 
against public sector involvement, are inher- 
ently incapable of solving developing country 
problems. Indeed, incompatibilities between 
short-term liquidity -payments balance policies 
and long-term structural-developmental poli- 
cies predate the founding of the IM F and World 
Bank and help explain the original allocations 
of responsibilities to the new organizations. 

Professor David sympathizes with the com- 
plex problems faced by smaller developing 
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countries and is highly critical of the inflexibility 
of IMF lending policies in addressing these 
complexities. He feels that this inflexibility is 
explained by the theoretical framework within 
which IMF functionaries work; this latter he 
describes as the "orthodox paradigm," the re- 
sult of the theoretical backgrounds of IMF pol- 
icy makers. To establish the existence of this 
paradigm he develops a general taxonomy of 
the assumptions, methods, major conclusions, 
and resulting implications of the Radical-Het- 
erodox, Neo-Keynesian, Keynesian, Neoclassi- 
cal, and Monetarist-New Classical schools (his 
categorization). lie notes that, in spite of the 
diversity of these schools, strong elements of 
commonality exist in their views on the desira- 
bility of efficient resource allocation and the 
dependence of economic growth on the extent 
and speed of capital accumulation, w ith each 
of the latter dependent on freely functioning 
national and international markets 

The author next moves to an exposition of 
demand management policies, development 
and growth processes, and monetarist perspec- 
tives on these policies and processes, always 
being careful to relate his discussion to condi- 
tions in a developmental context. Here he de- 
velops a very' useful schema for classifying and 
analyzing the impact of various macroeconomic 
theories and their related policy recommenda- 
tions on developing economies. His next con- 
cern is with recent trends towards still greater 
emphasis on market-oriented decision making 
in the international sphere. He cites and dis- 
cusses the economic evidence on the impact 
of exchange rate and interest rate policies in 
developing economies, and, while fair in his 
presentation of theories underlying “the new 
orthodoxy of trade and financial liberation," he? 
finds that these policies are based on theories 
that generally assume conditions not relevant 
to the developing countries. 

Professor David attempts several tasks in his 
short critique, some of which, while very inter- 
esting, are peripheral to his main concerns. His 
attempt (noted above) to provide a general tax- 
onomy of economic characteristics and relevant 
policy conclusions of major economic schools 
is in this category. H is ongoing evaluation of 
genera] relationships between short-term stabi- 
lization/adjustment and long-term adaptation/ 
developmental policies is much more success- 


ful, although repetitive and lacking somewhat 
in organization. Least successful is his evalua- 
tion of the respective roles of states and the 
private sector in developmental policy. What 
is desperately needed is a classification and 
evaluation of contributions and potential contri- 
butions to resolution or amelioration of the 
DC’s problems. The adaptations math 1 by the 
IMF to the special needs of the DCs art* recog- 
nized by David; however, he spends little time 
on them, seeing them as pragmatic responses 
within the umbrella of the paradigm, with little 
potential for success due to the accumulation 
of developing country debt and the relatively 
recent swing to stricter application of market- 
oriented performance criteria, lx-ft unexamined 
by this study are truly innovative proposals to 
ameliorate the international debt problem, such 
as regional, sectoral or functional economic in- 
tegration, IMF (or other agency) sponsorship 
of jxxded and centrally-managed reserves, and 
even SDR creation linked to reserve needs. 

One may sympathize with David’s position 
and even agree that the new U.S. initiative to 
stimulate flows of adjustment financing to the 
DCs dot's not represent a significant departure 
from past policy, anti that much more innova- 
tive solutions are in order. But a critique of 
The IMF Polictj Paradigm should offer some 
recommendations for change. 

Edwin H. Fi.ynn 

Augusta College 

Exteriwl debt resclwduling. By Roland Pi .an. 
Law, Economies and International Trade se- 
ries, vol. H. Vienna: Man/.schc, 1985. Pp. x, 
276. Paper. ISBN 5-214-065572. 

jF.L HH-07W 

Roland Plan has contributed a useful volume 
on External Debt Rescheduling. For the practi- 
tioner involved in the many rescheduling exer- 
cises, it summarizes in thoughtful fashion the 
great diversity of experience of recent years. 
Even those engaged steadily in these exercises 
tend to know well those cases in which they 
participate and know less systematically the 
many other cases. It is helpful to them to read 
a thoughtful summary of the entire process and 
experience. For those who have not l>een in- 
volved in the cases of Poland and Mexico, the 
more detailed case studies on these countries 
will be particularly welcomed. For the student 
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of international economics and finance, it will 
provide the needed background for understand- 
ing what has !>een happening in external debt 
rescheduling. Much has happened since the 
volume was completed, but this does not dimin- 
ish its usefulness. 

Tile volume approaches the many issues in 
external debt rescheduling with a focus on the 
lending institutions. The selection of topics for 
detailed review and issues such as the distinc- 
tion l>e tween "country risk" and “sovereign 
risk" and the consequences of debt reschedul- 
ing are essentially how they appear to lending 
institutions. It examined, for example, the im- 
plications of debt restructuring for balance 
sheets or regulatory rules. In this respect the 
liook follows the conventional wisdom of the 
last decade. Kverywhere the external debt 
problems of developing countries have been 
viewed as important and urgent because they 
seemed to threaten major financial institutions 
and, through the domino effect, the interna- 
tional banking system. Kfforts to define the ex- 
ternal debt crises as a crisis of development 
or developing countries were given ]x>lite atten- 
tion only. Analysts and practitioners followed 
the media in reveling in "what if." worst ease 
scenarios with consequent horror stories of in- 
ternational financial collapses (hat translated 
into major hank failures especially in the I'nitcd 
States. Development economists and officials 
gave more attention to conditions in developing 
countries, but also used the svliat if. worst 
case scenarios to lx lister the more traditional 
arguments for development assistance. Adjust- 
ment programs were rationalized on the 
grounds that I Ml'' approvals were needed to 
obtain favorable debt restructuring from the 
creditor banks and new money from official and 
private sources. Many commercial banks re- 
acted to the events and analyses of recent years 
by withdrawing from lending to l«itin America 
and other countries, thus dispersing the inter- 
national financial crisis. I lielicve this with- 
drawal was shortsighted and reflects an inade- 
quate appreciation of the borrowing national 
economies taken separately, or the global econ- 
omy as a whole. 

Having been in bright lights and strident 
publicity for years, the public expects the exter- 
nal debt problem to lx* presented as a Creek 
tragedy with valiant efforts to prevent the other- 


wise inevitable disastrous doom. It is not 
enough to summarize, as Roland Plan does, the 
suggestions of others and to make rather mild 
suggestions like proceeding on a ease-bv-case 
liasis and linking a country’s financial obliga- 
tions to its export performance. A jaded public- 
needs lurid tales to hold its attention. I fear 
this may also be true of academic readers. 1 
hope not, because Plan's liook merits attention. 

Plan’s volume emphasizes what has hap- 
pened. Whatever happens in the future will 
lx* highly conditioned by the events he de- 
scribes. Those- seeking novelty and thrills would 
do well to read this lxiok to ensure that what 
they think ami propose has the lx*nefit of histor- 
ical experience. If they do, they may well find 
it necessary to go more deeply into historical 
experience, but now fortified by the knowledge 
and systematic- thinking contained in the bonk. 

I hope Plan will not lose his interest in develop- 
ing countries, hut will go on to explore deeply 
the many areas of international capital move- 
ments that await the serious student. 

Ir\ ini. S. Fhikdmvn 

Washington. DC 

440 iMeKNcnoNsi Invistmk.m 
ami Kokhc.n Aid 

External debt in I Ait in \ 
policies and re n. 

«.in, Rohi-ki I 1 
Boulder. CO. . 
the United N. 1 ' 
for I -atm Aim-i ■ 

Pp. viii. 125. 

Bank lending to ! U" 
trickle after the- middle ol i , . . 

of Mexico's by now weii-publu-i/ed pa> incuts 
difficulties. The KCl.AC. studs, prepared in 
19B4. is part of the fhxx! of literature examining 
the debt problem. In analyzing the debt crisis 
and early efforts at its resolution, tlu- lunik em- 
phasizes three aspects: external shocks, domes- 
tic adjustment policies: and banks lending deci- 
sions and the renegotiation process. 

Tlu- study opens with various statistics on 
the external environment and the 1-atiu Ameri- 
can balance of payments. It cites slow growth 
in the industrial countries, protectionism, a de- 
terioration in the terms of trade for nonoil de- 
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veioping countries, and the high cost of credit 
as the external factors causing the crisis. None- 
theless, the day of reckoning might have been 
postponed had the inflow of funds not dried 
up — much of the new lending since 1982 has 
only covered interest payments on old loans. 

Next the study cites four domestic causes of 
the debt problem. First is the decision to pur- 
sue a strategy of using foreign funds to fuel 
domestic economic growth. Second is the rapid 
and contemporaneous increase in domestic ex- 
penditures. Third is the unexpectedly slow 
progress toward stabilization that exchange rate 
policies yielded. Finally, the lilicralization of 
domestic flnaneial markets interacted with 
these other factors to generate high real interest 
rates. 

The authors follow with a discussion of the 
renegotiations. As is well known, the spread 
on loans (that is, the markup over the banks' 
cost of funds, as measured by the prime rate 
or the bid rate on Eurodollars) increased after 
1982 for virtually all l^tin countries. This 
caused great handwringing. But it is at this 
point that one sees how rapidly studies of the 
debt problem become dated. Even at the time 
this study was written countries were gradually 
extracting better terms from banks: lower 
spreads, longer grace periods, and longer ma- 
turities on renegotiated loans. Regardless of 
their ability or willingness to pay, countries only 
had to show up for the rescheduling "game” 
to gamer better terms. Further concessions 
have since been made, including concessions 
on the amount of new loans, although banks 
remain reluctant to provide new loans in excess 
of the interest payments due. The Mexican 
negotiations of 1986 almost shattered that bar- 
rier. 

The authors conclude that adjustment and 
debt renegotiation were very costly, citing a 
fall in imports and domestic growth without 
any improvement in inflation, while the cost 
of financing increased even as the amount of 
new funds available decreased. They then go 
on to offer policy recommendations, which 
seem to point in the right direction. They ac- 
knowledge that fiscal and monetary policies 
were too expansionary, and that greater efforts 
must be made to export. But other suggestions 
bear a distressing resemblance to the policies 
that first caused Latin America's difficulties. 


They favor expenditure switching over expendi- 
ture reduction (particularly construction invest- 
ment over plant investment) because of the 
lower import requirements, without adequately 
assessing the value of the investment; they ad- 
vocate a monetary policy that would too easily 
accommodate inflation expectations; there is a 
questionable reliance on incomes policies to re- 
inforce (almost supplant) monetary policy; and 
their arguments for promoting net exports sug- 
gest the use of differential exchange rates in 
place of tariff's. Theoretically such policies could 
yield good results. However, the Latin Ameri- 
can record shows that they rarely remove the 
economy from its straitjacket for a long period 
of time, but only embed a new set of interest 
groups in the political system. Also, the terms 
on rescheduled loans are already more favor- 
able than those suggested by the authors, al- 
though the percentage of interest payments re- 
financed still falls below this study’s suggested 
ratio of 80 percent. 

Several topics are undcreniphasized in this 
lx)ok. Capital flight plagued the region, with 
much of the outflow a perfectly legal response 
to misguided exchange rate policies. Several 
countries have rather minor amounts of net for- 
eign debt, though the gross debt figures are 
large. Moreover, one reason the sharp swing 
in net inflows of funds was absorbed so well 
was that capital flight could be reduced without 
affecting growth directly. Trade policy is also 
discussed too little. Latin America’s share of 
world trade fell throughout tin: postwar period, 
as a consequence of deliberate import substitu- 
tion strategies reinforced by overvalued ex- 
change rates. Comparisons with East Asia indi- 
cate that Latin America’s high levels of debt 
were not necessary to fiiel growth or to allow 
adjustment to the various shocks experienced 
by the world economy in the 1970s; at the least, 
a number of East Asian countries experienced 
unfavorable shocks as large as those facing I^atin 
America, but recovered with lower levels of 
debt and faster growth. 

Overall this study adopts a calm and mea- 
sured tone, though banks may feel they come 
out somewhat the worse in the suggested appor- 
tioning of the costs. The discussion of adjust- 
ment measures may be the most valuable for 
North American readers, who may not be as 
accustomed to some of the arguments. Neither 
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the approach nor the conclusions of this study 
are particularly novel, however, which may re- 
duce its value to experts in this field. 

Kjchahd P. Maitione 
Morgan Guaranty Trust Company of New 
York 

The global factory: Foreign assembly in inter- 
national trade. By Joseph Ghunwauj and 
Kenneth Fi.amm. Washington, 1)C: Brook- 
ings Institution, 1985. Pp. xvi, 259. $29.95, 
doth; $10.95, paper. ISBN 0-8157-3304-6. 

]EI. 8.5-0805 

The assembly, in low wage developing coun- 
tries, of components manufactured in the indus- 
trialized countries is the subject of this Brook- 
ings Institution study. The authors examine 
three basic issues. First, what is the nature and 
importance of this type of overseas production? 
Second, why has it arisen? Third, what are the 
costs and benefits to the home and host coun- 
tries from such outward processing and how 
can the lienefits to l>oth countries be increased? 
Tile major portion of the book is devoted to 
four case studies that address these questions. 
The first and by far the lengthiest, by Kenneth 
Flam in. deals comprehensively with the world- 
wide semiconductor industry. The other three, 
by Joseph Crunwald and associates, are country 
case studies. They involve three Western hemi- 
sphere countries: Mexico, Haiti and Colombia. 
Surprisingly, although Southeast Asian coun- 
tries such as Hong Kong, Korea. Taiwan and 
Singapore are mentioned as important assembly 
sites, none of these serves as a case stud)’. This 
is a curious omission which limits the generality 
of some of the authors’ findings. 

Special tariff provisions such as 806.30 anti 
807.00 of the U.S. tariff code facilitate assembly 
abroad by permitting duty-free re-entry of U.S. 
components sent off-shore for assembly. Only 
the value added acquired abroad is subject to 
U.S. duty. In the developing countries the 
components are often assembled in export pro- 
cessing zones. Hie activities arc concentrated 
mainly in two classes of manufacturer! products, 
electronics and apparel. As the authors point 
out, the value to weight ratios are high in both 
cases, so that transportation costs are low. 
Moreover, both can Ik: manufactured in opera- 
tions that can be easily separated in time and 
space. Since fashions and technologies change. 


Iwth products have relatively short life cycles. 
Subcontracting between independent firms is 
the chief vehicle used in the apparel industry, 
whereas in electronics the manufacturing is car- 
ried out largely by subsidiaries of multinational 
enterprises. 

In each of the case studies, the foens is on 
the actions oi U.S. multinationals as initiators 
of the assembly abroad, partly because the 
available data are American. Nevertheless, 
some interesting comparisons are made with 
Ja|>anese and European firms. With respect to 
semiconductors, it is noted that through the 
mid-1970s assembly abroad was much more im- 
portant to the U.S. firms than the others, but 
that Japanese* overseas production was rapidly 
growing. This trend has clearly continued: the 
Japanese firm Fujitsu, for example, has recently 
announced its intention to acquire one of the 
largest U.S. producers, Fairchild, which was 
itself the first American producer to set up a 
manufacturing affiliate abroad (Hong Kong) in 
1961. The greater piesence of the Japanese in 
the U.S. market and the recent .semiconductor 
trade agreement between the U.S. and Japan 
may have a strong impart on the way semicon- 
ductor production is divided globally . 

As for the effect of assembly abroad on the 
developing countries, the. i. 
the economic and 
At the top of th>’ ' 
balance of payun 
creased employ n 
who had not prev • 

The argument th> 
unemployment is n 
ipation grows. In terms ■ •> 
the study finds that during l 8 ien , s*s'ie. 
American plants at home are often closed as 
demand falls and output is shifted to lower cost 
assembly operations in the developing coun- 
tries in order for the firms to remain competi- 
tive. This is the opposite of what is often al- 
leged. 

The area in which licnefits ore weak and could 
be enhanced is greater integration of assembly 
activities into the rest of the domestic economy. 
Increasing forward linkages, the authors postu- 
late. could be achieved by allowing assembled 
goods to Ik* used as inputs in the developing 
countries instead of restricting them to exports. 
The difficulty for the developing countries lies 
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on the ownership of forwardly linked activities. 
U.S. subsidiaries, not domestic firms, might 
be the chief beneficiaries, and this would often 
be unacceptable to the host countries. A quid 
pro quo advocated by Grunwald and Flamm 
is that U.S. firms should lx? induced to accept 
an agreed minimum on the value added or na- 
tional content of goods exported to the U.S. 
Current U.S. trade policy sees national content 
requirements as protectionist devices. How- 
ever. the idea is worth considering. To make 
the national content requirements more palat- 
able to U.S. labor, the authors advocate shifting 
American workers to more skilled jobs through 
investment in education and training. This is 
good advice whatever is decided alxiut national 
content rules. 

A feature of the semiconductor chapter is the 
construction and estimation of a simple model 
to measure the social cost of "bringing home" 
semiconductor assembly to the U.S. The inde- 
pendent variables are the cost advantage of as- 
sembly abroad and the elasticity of demand for 
semiconductor devices. Flamm estimates that 
the cost would be in the order of six to twelve 
percent of the value of U.S. consumption of 
semiconductors depending upon the chosen 
values of the independent variables. This find- 
ing, however, must be considered at best as 
only suggestive since it requires such restrictive 
assumptions as a level of protection that com- 
pletely excludes foreign imports from the U.S. 
market. 

In the concluding chapter a provocative ques- 
tion is raised about how breakthroughs in auto- 
mation may affect assembly operations abroad 
by redirecting production to the U.S. Unfor- 
tunately. Flamm and Grunwald do not then 
devote much attention to the ways in which 
automation can be carried out and their con- 
sequences. Some discussion of the viability 
of computer-aided manufacturing, computer- 
aided design, flexible manufacturing and com- 
puter integrated manufacturing would have en- 
hanced this portion of the text. 

The reader who is looking for a good analysis 
of assembling abroad and its impact on home 
and host countries would be well served by 
this book, which makes a useful addition to the 
literature. However, the enticing title. The 
Global Factory, invites greater expectations 
which are not met. Assembling abroad is just 


one strategy used by multinational enterprises 
to lower the cost of their manufactured prod- 
ucts. Multinational enterprises are increasingly 
acquiring imported inputs for assembly at home 
and are interchanging final products among fac- 
tories scattered around the world. They also 
do a considerable amount of contracting out, 
even to the point where they buy final products 
from competitors and stencil on their own brand 
name. Much of this exchange is not the North- 
South trade which is discussed in this lx>ok, 
hut trade among the industrialized countries. 
Complete discussion of what the authors term 
the international reorganization of produet 
flows requires more than an examination of as- 
sembly abroad. If this task is too much for one 
volume, then the authors could have at least 
placed assembling abroad in the context of the 
overall trend toward the glolxdization of pro- 
duction. 

Bkhnahd M. Woi.f 

York University 
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The process of investment in the Soviet Union. 
By David A. Dykkh. Soviet and K,ast Kuro- 
pean Studies. Cambridge, New York aud 
Sydney: Cambridge University Press, 19S3. 
Pp. vii, 254. $24.95. ISBN 0-521-24831-0. 

JEL 85-0509 

In terms of its breadth of coverage of various 
aspects of Soviet investment activity, depth of 
analysis and conceptual clarity David Dyker’s 
monograph stands out among Western and So- 
viet works on the subject published in the last 
twenty years. (The best Soviet work on the sub- 
ject — Victor Krasovskiy’s Problemy Ekonomiki 
Kapitai nykh Vlozheniy [Problems of Economics 
of Capital Investment j — was published in Mos- 
cow in 1965.) Dyker’s book has become even 
more important now, when modernization of 
investment policy and restructuring of invest- 
ment in the national economy occupies the cen- 
tral place in Gorbachev's economic program. 

Beginning in the mid-70s and continuing into 
the mid-80s the Soviet economy experienced 
an unprecedented decline in investment activ- 
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ity. The official Soviet statistics reflect a slow- 
down in the rates of growth of investment. But 
some respected Soviet economists have claimed 
that if investment figures are adjusted for infla- 
tion they will reflect a reduction in absolute 
terms. However, the problem is not limited 
to an investment slowdown. The entire mecha- 
nism for investment planning and management 
is in disarray and the productivity of investment 
has been falling for more than a quarter of a 
century. 

Beginning with the first five-year plan, none 
of the measures adopted by Stalin, Khrushchev 
and Brezhnev have succeeded in coordinating 
available financial and material investment re- 
sources with the scale of investment activity. 
For more than fj() years Soviet planners have 
tried unsuccessfully to create a mechanism that 
would enable the central authorities to control 
the investment process from Moscow. Numer- 
ous attempts to regulate various stages of the 
investment process were made. All of them 
were stilllxirn. The practice of investment plan- 
ning and tin- reality of economic life in the So- 
viet system has developed entirely on its own — 
not subject to any regulations. Will the new 
Soviet leadership In- able to reinvigoratc the 
investment process without radical economic 
reforms? 

David Dyker’s study is of great value to those 
who are trying to answer this question. It can 
help Western specialists understand the essen- 
tial features of the Soviet investment process. 
And. having worked lor many years in invest- 
ment planning in the USSH, I can say that this 
l*Ook has helped me understand and rethink a 
number of aspects of Soviet investment prac- 
tice. 

Dyker’s study is very well structured; his pre- 
sentation is logical and contributes to the read- 
er's understanding of a difficult subject. He has 
devoted a large (Mirtion of the lmok to the devel- 
opment of a framework tor analyzing the invest- 
ment process in the Soviet economy. He has 
considered major aspects of the economic sys- 
tem which shape this process. Decision making 
in investment planning, design and construc- 
tion arc well covered The choice of case studies 
representing five major investment programs 
in Silieria, Central Asia and Kazakhstan could 
not Ire more successful. 

The study is distinguished by a profound un- 


derstanding of the contradictions of the current 
investment situation in the Soviet economy. 
The discussion of the "reconstruction syn- 
drome” provides a convincing explanation for 
the failure of the Soviet leadership’s attempts 
to shift resources from construction of new in- 
dustrial capacities to modernization of existing 
stock. According to Dyker, neither enterprise 
management, nor planning and design organi- 
zations, nor the construction industry have any 
interest in this type of investment activity. 

The author does not overlook the perennial 
contradiction of the Soviet economy — the con- 
flict l>e tween regional interests (“localism”) and 
centrally-managed industries (“departmental- 
ism ") when it comes to allocation of investment. 
Tlit: decision to sharply shift investment from 
new construction to modernization of the exist- 
ing stock adopted at the XXVII Party Congress 
will inevitably hinder the solution of one of the 
most important tasks of industrial development 
and the Soviet economy as a whole — the spatial 
deconcentration of production and the creation 
of priority conditions for the development of 
the eastern regions of the country. 

I cannot agree with all the views expressed 
in David Dyker’s (took. For example, I was 
surprised to find out that enormous investment 
in agriculture cannot pay off for reason* of geog- 
raphy and harsh climate, ft has always lieen 
my understanding that the reason for Soviet 
agriculture’s jioor p< i’’ 
found in poor \\. 
centralized-comio 
lectivization com I 
annihilation of tin 
ants. Even Sos n 
is not the prohU i 
Russian Plain, Wcstii 
steppes produced crops . n«..i .. . 

sia one of the major exporters ot gram m the 
world. Tin* climate has not changed in the last 
seventy years. 

It should also be pointed out that Dyker lias 
not gix’en enough attention to the discussion 
of investment problems which Sov iet economic 
journals have conducted actively in the last few 
years. In theory and practice. Soviet planning 
gives special attention to its investment policy. 
The problems of ialxir and natural resources, 
by contrast, have alway s been matters of sec- 
ondary importance for Soviet decision makers. 
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And now, despite the worsening deficit in the 
labor force and mounting difficulties in the sup- 
ply of raw materials, the earlier relationship 
to economic resources has changed but little. 

The people involved in Soviet economic plan- 
ning seek to extricate themselves from this situ- 
ation by optimizing their investment policies. 
This issue has come to provoke serious disagree- 
ments among leading experts in the USSR. The 
key question is whether, under conditions of 
declining investments, one can avoid a further 
slowdown in economic growth. 

There are two schools of thought on this is- 
sue. One of them essentially justifies the slower 
tempo in investment growth. The argument 
runs as follows: the USSR has created enormous 
fixed capita] and productive capacities, and al- 
though the investment curve is falling, it still 
has significant reserves in the form of more effi- 
cient use of existing productive capacity. 

The opposing school argues that the maxi- 
mum utilization of existing productive capaci- 
ties was reached in the mid-1970s. Evidence 
for that is found in the decline in the use of 
productive capacity in the later 1970s and early 
1980s; one simply cannot squeeze any more 
juice from this lemon. Hence, unless the nega- 
tive investment trend is overcome, there is no 
possibility of preventing a further decline in 
growth rates. 

Thus, it seems justified to conclude that we 
are about to witness, for the first time since 
the 1920s, a confrontation among Soviet schol- 
ars over the fundamental economic issue — in- 
vestment policy. In the 1986-90 five-year plan 
the new Soviet leadership has adopted the sec- 
ond school's point of view and significantly in- 
creased investment (mainly in heavy industry) 
at the expense of the consumer sector of the 
economy. What results it will bring remain to 
be seen. 

However, these comments do not by any 
means change my opinion that David Dyker’s 
book is a valuable contribution to the study of 
the Soviet economy and that his fundamental 
work will be of great help to scholars working 
in this field. 

Boris Rumer 
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Regulating the automobile. By Robert W. 
Crandall et al. Studies in the Regulation 
of Economic Activity series. Washington, 
DC: Brookings Institution, 1986, Pp. xiii, 
202. $28.95, cloth; $10.95, paper. ISBN 0- 
8157-1594-3. JEL 86-1172 

What is good for (General Motors is good for 
society was conventional wisdom some years 
ago. But questions arose alx>ut the environmen- 
tal, safety and energy consequences of automo- 
bile travel at the same time that people per- 
ceived monopoly profits were being reaped. 
Mandatory standards for exhaust emissions, ve- 
hicle safety and fuel efficiency' followed. Today 
we ask what these regulatory programs have 
accomplished and how well they have per- 
formed. Robert Crandall, Howard (Iruen- 
specht, Theodore Keeler and Lester Lave, all 
associated with the Brookings Institution, offer 
some unsettling answers. 

To begin, the authors describe the incredible 
transition in the U.S. automobile industry dur- 
ing the last twenty years. The market share of 
imports has tripled, car size decreased and the 
market for eight cylinder cars nearly disap- 
peared. The “enormous upheaval in Detroit” 
(p. 12) is attributed to large increases in gasoline 
prices in 1974 and 1979 and to the lower prices 
and improving quality of imports. The auto in- 
dustry, they point out, changed from a comfort- 
able triopoly plus one to a manufacturing group 
protected by voluntary import quotas. Compe- 
titive pressure continues as foreign producers 
expand, e.g. , a new Toyota plant here in Ken- 
tucky near Lexington. 

“The Costs of Safety and Emission Regula- 
tion” are addressed in Chapter 3. One estimate 
is based on existing engineering data for equip- 
ment and additional maintenance and fuel 
costs. Adjustments for production learning and 
inflation are made. The largest cost increases 
occur in 1972-1974 for emissions control, 
bumpers and interlocks and in 1981 for closed- 
loop emission control and bumpers. The addi- 
tional cost of owning and operating a 1981 car 
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is estimated to be approximately $2,400 with 
one third of that due to safety regulations. A 
second estimate of $1,300 per ear is based on 
a translog function for operating costs. Econo- 
metric analysis of new car prices and industry 
profits shows that two thirds of the costs are 
passed on to consumers with a one year lag. 

Chapter 4, “The Effects of Regulation on Au- 
tomobile Safety,” is the first of three chapters 
that analyze one specific regulatory program. 
The authors describe trends in the preregula- 
tory period. Some readers will be surprised to 
learn that the fatal accident rate tell by fifty 
percent In-tween 1921 and 1941 and fell steadily 
from 1947 to 1962. With an econometric model 
of traffic fatalities they separate the effects of 
regulation from nourcgulatory effects. The 
safety variable, a direct measure of crashworthi- 
ness standards, is crucial. Passenger car occu- 
pants are found to be much safer and total fa- 
talities lower because of regulation. Other 
travellers are found to face greater risks, 'fire 
most vulnerable travellers appear to suffer. 
Based on my own work I find this evidence of 
risk compensation (juite compatible with other 
evidence. The surprise is the "remarkable ef- 
fects' - (p. 64) on vehicle otvupants compared 
to the presumably upi>cr- bound estimates from 
engineering studies. This "puzzle" (p. 69) leads 
the authors to discuss non regulatory alterna- 
tives and be cautious alrout passive restraints. 
They conclude the safety program has worked 
tolerablv well to reduce total fatalities at a mod- 
erate cost. Use of known, not forced, technol- 
ogy is a reason. 

Chapter 5 is “Automobile Emissions Con- 
trol." The original technology forcing standards 
set hv Congress required ninety percent reduc- 
tions in emissions from pro- 1968 levels by 1975. 
The authors acknowledge emissions for hydro- 
carbons and curlxm monoxide were halved but 
show reductions are far short of goals. Substan- 
dard road performance and more driving in 
older cars explain the difference. Growth of in- 
spection and maintenance programs may re- 
duce the disparity, but the authors are not opti- 
mistic. They conclude the emissions program 
has reduced emissions substantially, hut much 
less than mandated. Without large aesthetic 
Irenefits (which are not estimated) the program 
is not worth the costs, especially with the ex- 
pensive 1981 standards. 


“Regulation of Fuel Economy” is discussed 
in Chapter 6. The corporate average fuel econ- 
omy (CAFE) standard required a fleet average 
of 27.5 mpg by 1985. Between 1974 and 1984 
fuel economy increased by over fifty percent. 
Manufacturer response to gas price increases, 
however, leaves little room for any regulatory 
effect on fuel economy, at least through 1981. 
Regression analysis of car model fuel economy 
shows manufacturers, especially General Mo- 
tors, made technological improvements which 
precede the CAFE standards. Actual improve- 
ment in design fuel economy is what the authors 
expect given the higher price of gas. Of the 
total improvement, half is due to design 
changes and half to reductions in engine dis- 
placement and vehicle weight. They conclude 
that the fuel economy standards have been ir- 
relevant until recently. 

In the final two chapters the authors describe 
the conflicts among the throe regulatory pro- 
grams and make an assessment. They conclude 
the programs have not been coordinated for 
maximum overall impact at lowest cost Intaiise 
they aie administered separately and conflicting 
goals are ignored. The tradeoffs between emis- 
sions control and tiiel economy and between 
expensive new car standards nul greater use 
of older ears are •' 
that without Goo 
regulatory goals 
able. 

Essentially tin- 
the automobile ii. 
nalitv-basod rati< 
thors conclude the m.u ... 
est for the emissions which •iui<>u ■ 
the worst regulatory performam e Their analy- 
sis can he criticized for slighting nonpecuniary 
user costs, ignoring public and private costs of 
administering regulatory programs, and for 
keeping Durbin- Watson value's a secret. It can 
lve criticized for leaving unanswered questions 
alxmt why apparent policy failures go uncor- 
rected and why impacts on air quality, fatalities 
and fuel consumption go unmeasured. But Rob- 
ert Crandall and his colleagues do not promise 
a perfect ora positive analysis. What they prom- 
ise is thorough normative analysis of automobile 
regulation. They deliver. 

Gi.enn Blom^k ist 

University of Kentucky 
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630 Industhy Stvdiks 

The economics of nonprofit institutions: Studies 
in structure and policy. Edited by Scs.an 
Rose- Ackerman. Yale Studies on Nonprofit 
Organizations series. New York and Oxford: 
Oxford University Press, 1986. Pp. xvii, 423. 
$39.95. ISBN 0- 1 9-503709-X. JEL 86-1199 
This volume is the first in a new series edited 
under the auspiees of the Yale University Pro- 
gram on Nonprofit Organizations, an interdisci- 
plinary research enterprise started in 1977. It 
contains a collection of studies which hark at 
the nonprofit sector from an economic perspec- 
tive. The first half of the volume, entitled: 
“Models of Nonprofit Firms, addresses general 
theoretical and conceptual issues. The second 
half, “Public Policy Toward Nonprofits," deals 
with the issue of how governments affect the 
behavior of nonprofit organizations through the 
tax system, through direct spending and 
through regulations. The issues discussed un- 
der this rubric include, in particular, the tax 
deductibility of charitable contributions, direct 
government grants to nonprofit organizations, 
regulation of fundraising practices, and corpo- 
rate tax benefits for nonprofits. 

As the editor points out, the- volume aims 
at two audiences. It is intended to show to 
noneconomists, interested in the nonprofit sec- 
tor, how economic arguments can contribute 
to our understanding of this sector. And it is 
intended to present to economists a new field 
of study that deals with a distinct category of 
organizations, “different from l>oth for-profit 
firms and public agencies" (p. 3). With regard 
to the latter purpose, the essays included in 
the first, theoretical part should be of partic ular 
interest and the remainder of this review will 
focus on them. 

The ten articles (and two comments) collected 
in the theory section are somewhat heterogene- 
ous, not only in the analytical approaches they 
apply but also in the ways they define their 
subject and in the issues they address. There 
is, however, a dominant theme that is present 
more or less explicitly in the majority of the 
contributions, a theme that seems to be at the 
core of what jn this volume is presented as a 
new field: “economics of nonprofits.” It is the 
notion that nonprofit organizations, due to their 
basic legal characteristics which prohibit them 


from distributing profits, can be more efficient 
in serving certain consumer wants than their 
for-profit counterparts. Their periormanee 
characteristics (rather than tax preferences or 
government subsidies) arc considered to pro- 
vide the essential explanation for why nonprofit 
firms exist and why they proliferate in certain 
areas of activities rather than in others. This 
notion is most comprehensively elalmrutcd in 
H. B. Hansmann s article ‘The Role of Non- 
profit Enterprise" (pp. 57-84), hut it is, in varia- 
tions, at the heart of several other contributions 
as well. 

Given the crucial role that is assigned to what 
is called the "nomlistributiou constraint,” sur- 
prisingly little can In* found in this volume 
alxmt just how this legal prohibition actually 
translates into the Ix-nefieial performance char- 
acteristics that nonprofits allegedly possess. The 
argument on which the efficiency of the non- 
profit form of enterprise is based has two parts. 
It is, first, supposed that in certain situations 
where customers are in a |x>or position to judge 
or to monitor the quality of the service they 
want to purchase (due to information asymme- 
tries or to separation between purchaser and 
beneficiary) market coinix'tition is less effective 
in protecting consumer interests. Second, it is 
supposed that under such circumstances con- 
sumer interests tend to lx- better served hv 
nonprofit than by for-profit firms. 

While the claim that nonprofit organizations 
have this desirable characteristic is repeated 
again and again, no rigorous analysis supporting 
this claim is actually carried out in any of the 
articles. The explanatory arguments that are 
presented oscillate between two different lines 
of reasoning: The one arguing in terms of differ- 
ences in constraints faced by managers of non- 
profit and for-profit firms, the other arguing 
in terms of differences in managerial motiva- 
tion. Neither of the two is, however, systemati- 
cally elaborated into a coherent explanation. 
As for the first, one looks in vain for a careful 
comparative analysis of the actual choices faced 
by managers in both types of organizations. 
And, incidentally, one may well doubt whether 
such an analysis, if carried out, would actually 
support the claim that the “nondistribution con- 
straint” systematically induces a more con- 
sumer-oriented l>ehavior. In fact, the authors 
invoking this notion seem to have their own 
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doubt!> and admit that this is not necessarily 
true in all cases — without taking the trouble, 
however, of specifying the conditions under 
which this can In* expected to l>e true or not. 
The second line of reasoning that assumes dif- 
ferences in managerial motivation remains even 
more ad h<x* than the first. Apart from methodo- 
logical issues that could be raised in this con- 
text, one would certainly want to learn more 
aliout the actual mechanisms that can be ex- 
jH-cted to systematically bring the more pub- 
licly and altruistically spirited [icrsons into the 
nonprofit sector and the more selfish ones into 
for-profit organizations. The "self-selection” 
mechanism cited by some authors remains t<x» 
vague to provide an answer. 

Nonprofit organizations are certainly an inter- 
esting subject for economic analysis, and the 
volume compiled by Susan Hose- Ackerman de- 
serves credit for bringing more attention to this 
somewhat neglected part of the economic uni- 
verse. Whether a fruitful and coherent ap- 
proach to an "economic theory of nonprofit or- 
ganizations" may indeed be developed along 
the lines suggested remains to be shown. 

VlkiOII J. V\SBI'.I«. 

George Mason Vnirersity 

700 Agriculture; Natural Resources 

710 Aokicii.i VHK 

The transformation of Mexican afiriculture: In- 
ternalional structure and the politics oj rural 
change. By Silw-.n K. Simihisos. Prince- 
ton. NJ; Princeton University Press, ItPib. 
Pp. xxii, 324. $42.00, cloth. $10.05. paper. 
ISBN 0-691-07 69.T-6 . JHL H6-OHHX 

This lunik is an evaluation of agricultural de- 
velopment in Mexico in terms of three goals 
that the author has in mind: increased incomes 
for the rural jxior; improved nutrition tor the 
rural |XK>r, and survival of the peasantry. Of 
central interest to the author is the role of state 
control of agriculture in "steering agricultural 
development toward these objectives. 

There arc three main sections of the lunik. 
The first chapter gives an overview of the agri- 
cultural sector in Mexico and the new interna- 
tional division of lalxir. " (The latter, we are 
told, refers to the employment of the lalior force 
for the sake of industrial and agricultural ra- 


tional iz.ation at a global level,” as well as to 
the migration of people from their homes to 
foreign sites of employment). The second major 
section consists of three* chapters devoted to 
developments in fruits and vegetables, in beef 
production, and in the basic grains. This middle 
section contains some useful tables of time- 
series data on these commodities, although the 
author has not attempted to reconcile some in- 
ternal inconsistencies in the data. The final sec- 
tion consists of a chapter devoted primarily to 
a description and analysis of the institutions for 
state intervention in agriculture. 

The author’s conclusions include the follow- 
ing. Mexican agriculture has not served the 
three goals well, and in fact is in a state of 
crisis. The cause of the crisis is the orientation 
of agricultural production to export crops and 
products for up-scale domestic consumers 
(wheat and asparagus, for example I. rather than 
basic subsistence crops. The Mexican govern- 
ment has little or no capacity , in the face of 
the intemationalizoition of agriculture, to 
"steer" agriculture towuid its proper goals. 

Most economists will find the analysis un|x*r- 
suasive. Wry little if am data is presented to 
establish the crisis with respect to the three 
goals. There are no time series on the number 
of peasants nor on their ' 1 1 1 

there are only bri< ' 
lion survey. It in 
for granted that pi 
are Hocking to the 
tion of this would 1 
especially since 1 1 
eluded suggest th.u 
sumption of many conn., 
creasing over the past two decades. 

The author s conclusions seem to be primarily 
based on his assumption that the production 
of commercial crops must leave producers and 
their families with less ability to acipure basic 
foodstuffs than if thev had directly produced 
those basic ioodstuHs themselves, Given this 
conviction, one only has to observe the com- 
mercialization of production in order to estab- 
lish a deterioration in nutrition and presumably 
in real income, in essence, this is the line of 
reasoning pursued by the author. 

Given the conclusion that agriculture is in 
crisis, it follows that state control has not been 
very effective in realizing the goals described. 
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The author argues that the instruments avail- 
able in recent years, namely input and output 
price subsidies, subsidized insurance and subsi- 
dized credit, are not effective in allowing the 
state to steer agricultural development toward 
the goals. He asserts that these instruments 
are especially ineffective in an internationalized 
agriculture. He does not make very clear why 
all this is so, and does not directly state what 
instruments he thinks would !>e more effective, 
though he hints that land reform would 1k> a 
better route. 

The author is clearly convinced that state con- 
trol is necessury to achieve the stated goals, 
but his prescription for improved state steerage 
will not be very helpful. He concludes that the 
state must husband its resources more carefully 
(stop wasting resources on the export of white 
asparagus) and must target the recipients of its 
benefits more carefully. Unfortunately, the 
mechanisms by which this might be accom- 
plished more successfully than in the past are 
not specified. 

Richard K. Perrin 
North Carolina State University 

800 Manpower; Labor; Population 

810 Manpower Training anu Allocation; 

Labor Force anu Supply 

Understanding human resources: Perspectives, 
people, and policy. By Eli Ginzberc;. Lan- 
ham, MD: University Press of America, Inc., 
1985. Pp. xvii, 744. ISBN 0-8191-4869-5. 
This book is a collection of some of the papers 
Eli Ginzberg has written on human resource 
issues and policies during the period 1934 to 
1984. Over these five decades Ginzberg was 
witness to important changes in manpower uti- 
lization: the Depression, the Second World 
War, recovery and growth, the rise of large 
organizations, the Civil Rights revolution, the 
changing role of women. All these and more 
are examined and so too their human resource 
implications. 

Thus the volume, imposing in its scope, can 
be read as a (social) history of America set in 
the framework of the relationship between its 
people and the world of work. It can also be 
read as a history of private and public human 
resource (manpower and woman power) policy 


set within the framework of economic analysis. 
And, of course, it can be read as a chronicle 
of the perspectives and observations of one of 
the nation's leading social scientists on one of 
the continuing economic and social issues that 
we face and that any evolving society will con- 
tinue to face. The reader will be rewarded what- 
ever prism he or she selects, l>e it history, eco- 
nomics, political science or even, since the 
pieces are so readable and the turn of phrases 
so apt, as literature. There is much wisdom 
contained therein. 

I began the over 700 pages with a plan: to 
dip into this and that essay, to find a few that 
especially intrigued me that I thought might 
interest others, to focus on a very limited num- 
ber of concepts and ideas that were particularly 
interesting, anti, finally, to provide the reader 
with some brief overall evaluation of whether 
and why the volume might be of interest. This 
plan went awry. I began my reading with page 
ix and since I found each section and each essay 
within it both interesting and useful. 1 read 
the entire volume. 1 believe that others will 
also do st>, even those already familiar with 
many of the essays. There is much to Ik: gained 
from seeing them together and, thus, following 
the themes and threads. 

The hook has ten sections: Ideas and Reality; 
Career Choice and Performance Potential; The 
Unsuccessful; Women; Older Persons; Blacks; 
Technology and the Changing Economy; Hu- 
man Resources Management in Large Organi- 
zations; Metropolitanism: Focus on New York; 
Programs and Policy. In addition there is a final 
"Afterword: Gleanings and Challenges” in 
which Ginzberg sets forth eleven propositions 
about human resources and five areas in which 
“new and improved knowledge alx>ut human 
resources is needed.” 

The general perspective of the volume, with 
which this reviewer is in agreement, is revealed 
in the first essay, “What Kind of Man was Adam 
Smith”: 

At the beginning of its third century, the disci- 
pline of economics faces a simple alternative. It 
can continue to postulate that the market alone 
controls the liehavior of men, or it can go hack 
to the roots Smith planted and become the disci- 
pline of political economy, (p. 11) 

This theme is amplified and discussed more 
fully and with linkage to human resource policy 
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in “Values in Social Theory.” The beginning 
student (and the senior scholar) will find that 
essay critical to his or her understanding of the 
volume — and of Ginzberg’s approach both to 
economic research and policy formulation. 
Here Ginzberg sets forth the need to examine 
the economic, political, and social dimensions 
of the issues that he subsequently addresses. 
In essence he rejects the old adage that states 
“You can make even a parrot into a learned 
political economist — all he must learn are the 
two words 'supply’ and ‘demand’.” Political 
economists must know much more. The subse- 
quent essays support this point. Many of them 
are conceptual pieces in which Ginzberg sets 
forth the way we might think al>out a specific 
problem. In doing so he forces us to consider 
a host of variables. 

One of the most interesting sections is "Ca- 
reer Choice anti Performance Potential.” There 
we see the interplay between theory and field 
work and the interplay illuminates the issue 
of occupational choice. It does so by questioning 
long held assumptions by guidance counselors 
and by “viewing the choice of an occupation 
as a chain of decisions,” i.e., as a process. It, 
therefore, follows that the subject of inquiry 
must Ire that process and the sequential deci- 
sions within it. This developmental theory (and 
its subsequent modifications) is outlined in es- 
says 7 and 8: “A Developmental Model of Occu- 
pational Choice” and Ginzlx-rgs Theory: A 
Retrospective View.” The final section of the 
latter essay discusses the practical applications 
of Ginzberg’s theoretical formulation. These 
should be* of interest to lalmr economists and 
practitioners in the field of personnel and hu- 
man resource development, and to any who 
are concerned with the maximization of em- 
ployment opportunity and of human potential 
in an economy as diverse and heterogeneous 
as ours. Tire power of Ginzberg's approach and 
of his developmental model is best illustrated 
if the two essays are read together with essays 
13 and 14: “Soldiers Who Failed” and “Patterns 
of Performance,” a juxtaposition enabling the* 
reader to see how general theory can be applied 
to a particular human resource issue. 

There are other essays that bear discussion. 
Nevertheless, it seems to me more useful to 
focus on a few methodological points that reveal 
Ginzberg's perspective and that lie* at the heart 


of his contributions. The first is the emphasis 
on the influence of process on outcomes. It is 
no accident that Ginzberg examines patterns 
of organization, that he refers to American de- 
mocracy, that he discusses styles of leadership. 
He is interested in statistical relationships but 
even more in causality and, therefore, in exam- 
ining the process that leads from “a” to “b. ” 
Second, the evolutionary view: his analysis and 
policy recommendations are sensitive to change 
and he views change as evolutionary. While 
Cinzberg classifies many of his recommenda- 
tions as “modest,” that term is hardly appropri- 
ate given his time horizon. Third, the inherent 
optimism: situations can be improved and will 
improve, but only if we intervene to improve 
them. To do so effectively requires an under- 
standing of the economic forces at work and 
an appreciation of American society. As noted, 
Ginzberg’s essays call upon us to think. The 
power of the essays is enhanced because he 
also feels and cares about the society in which 
he lives 

Tile re may be some who, noting the absence 
of mathematical formulations and statistical ma- 
nipulations, will consider the essa> s as "perhaps 

interesting but mills 1 * 

its.” While it i- 
can lie read ... 
they could not 1 
tions aski*d and 
a grounding in 
analysis and th> 
and can be lean., 
is not sufficient. Also i< 

dom. The reader who reads tin-. , 

discover that it is that qualits that Kli Ginzberg 
has in fullest measure. 

Rsmii Ki:in 

Harvard Medical School 


820 Labor Markkts; Pcbijc Policy 

The process of occupational sex-typing. The 
feminization of clerical labor in Great Brit- 
ain. By Samvki. Cohn. Women in the Politi- 
cal Economy series. Philadelphia: Temple 
University Press, 1985. Pp. viii, 279. $34.96. 
ISBN 0-87722-402- 1 . JEL 88-0909 

Occupational segregation by gender is a sa- 
lient characteristic of all industrialized societies. 
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Certain occupations are overwhelmingly female 
while others are almost entirely male, produc- 
ing what Samuel Cohn terms “a virtual bifurca- 
tion of the labor market into male/female sec- 
tors” (p. 4). Why does this gender-typing of 
occupations occur? And how does it take place? 

Cohn seeks to shed light on these questions 
by studying the increasing employment of 
women in clerical work during the nineteenth 
and early twentieth century in two large British 
organizations: the General Post Office (GPO) 
and the Great Western Railway (GWR). The 
GPO was one of the earliest employers to use 
women as clerical workers; the GWR was one 
of the last. By examining the reasons for the 
different employment strategies, Cohn arrives 
at several interesting insights into the phenom- 
enon of occupational segregation. He also dem- 
onstrates the utility of combining qualitative 
and quantitative analyses in laitor market case 
studies. 

The first chapter provides a framework for 
thinking about occupational segregation, ex- 
plains the study's research design and relates 
the history of the GPO and the GRW. Chapters 
2-8 examine, in turn, seven possible explana- 
tions for why women entered clerical work, and 
why they entered the GPO, the GRW, and 
the various semiautonomous departments of 
these companies at differential rates. Each of 
these chapters’ conclusions summarizes the 
main empirical findings connected with each 
of the explanations. In the final chapter Cohn 
elaborates his theoretical insights and discusses 
their relevance for occupational segregation at 
the national level. 

Cohn’s major point is that patterns of occupa- 
tional gender-typing result not from the charac- 
teristics or preferences or "socialization” of 
women, but rather from the characteristics of 
firms. In the absence of equal pay laws, women 
can be hired at a lower wage rate than men in 
virtually any occupation. Cohn argues that two 
conditions will increase the likelihood that em- 
ployers will take advantage of lower-priced fe- 
male labor. Women will be hired instead of 
men whenever the firm is not “buffered from 
labor costs” that is, whenever the firm is labor 
intensive and under pressure to maximize prof- 
its. 

Women also will be hired whenever the firm 
has both tenure-based salary scales and learning 


curves that are low and peak relatively early. 
Under such conditions, unless the firm is grow- 
ing rapidly and providing continual opportuni- 
ties for promotion, the employer will wish to 
stimulate turnover of those workers whose 
wages would otherwise outstrip their productiv- 
ity. In the absence of adequate natural turn- 
over, a marriage bar, where any woman who 
got married had to quit immediately, was an 
"ideal” producer of “synthetic” turnover. Mar- 
riage bars were practical tenure bars, Cohn ar- 
gues, because they were acceptable and easy 
to legitimate, conforming as they did to tradi- 
tional gender-role ideology that viewed work 
and family as incompatible. In Cohn’s words: 

Hiring sixteen-year-old women and forcing them 
to retire at marriage ensures careers anywhere 
from six to ten years long. This is long enough 
to ensure the conservation of any firm-specific 
skills, hut not so long as to create a severe crisis 
of productivity, (p. 225) 

Two of the usual explanations of why women 
increased their representation in clerical work 
are not borne out in Cohn’s analyses. First, it 
seems unlikely that the increased employment 
of women was supply-driven. Cohn finds that 
as early as 1870, there seemed to be an "unlim- 
ited” supply of women willing to do clerical 
work. Second, it does not appear that employ- 
ers sought women to do clerical work because 
the job was deskilled. 

Women entered clerical work not because there 
was an increase in the proportion of unskilled 
jobs, but because managers changed their strate- 
gies for filling these unskilled jobs. (p. 223) 

Cohn’s book adds a good deal to our under- 
standing of occupational segregation. It treats 
controversial complexities with scholarly so- 
phistication and employs quantitative work that 
is careful and innovative (although one could 
ask for more clarity in the tabular presenta- 
tions). There are several arguments for which 
I wish he had provided more data (for example, 
although real clerical wages did not decline 
from 1909 to 1929, how did they do relative 
to other wages?), but my major criticism of the 
book is that key concepts are not well-expli- 
cated. 

Cohn uses the terms patriarchy, feminiza- 
tion, discrimination and sexism throughout the 
book, but he does not clearly define them. 
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What is patriarchy? How does it differ from 
discrimination and sexism? Does discrimination 
include occupational exclusion as well as un- 
equal pay for equal productivity? How does the 
concept of buffering from lal>or costs differ from 
Gary Becker’s concept of taste for discrimina- 
tion? Is synthetic turnover a manifestation of 
discrimination? Is feminization a process or an 
outcome or forth? If an occupation or a job is 
feminized, does that mean that the proportion 
of women in the occupation has increased or 
does it mean that more than half of the incum- 
bents are now women? 

Cohn is not alone in being unclear afoiut 
these definitions. Those doing work on labor 
markets need to bring more precision to the 
use of these concepts. 

Mvka II. SrKoafca 

Stanford University 

The black youth employment crisis. Kdited by 
RiciiahdB. Krkkman and Hahhy J. Hoi-zuh. 
National Bureau of Economic Research Proj- 
ect Report series. Chicago and fomdon: 
University of Chicago Press, 1986. Pp. ix, 
469. $55. (X). ISBN (b-226-26164-6. 

JEL H7-Q2H4 

Tile major social and economic problem ex- 
plored in these eleven papers prepared for the 
National Bureau of Economic Research can be 
illustrated by a few figures from the summary 
chapter by the editors. The percentage of the 
18 to 19 year old male white population em- 
ployed in 1954 was 61.3; in 1981 it was 61.4. 
The corresponding figures for nonwhites are 
66.5 and 34.5. While the white employment 
to population ratio tor this age group remained 
stable over 27 years, the nonwhite ratio fell 
by almost half. These papers cast strong new 
light on this puzzle, which nevertheless re- 
mains a puzzle. 

At a time when most empirical research in 
economics consists of the skillful manipulation 
of data provided by government agencies, an 
outstanding feature of this volume is that most 
of the papers are (rased in whole or in part on 
data collected especially for this project. The 
principal such data set is the NBER survey of 
black youth, which resulted in 2,854 completed 
interviews with black males aged 16 to 24 in 
inner city areas of Boston, Chicago and Phila- 
delphia. This survey provides data on many var- 


iables, such as church attendance, drug use, 
self-reported illegal activities, time use, and ab- 
senteeism that are not available in standard sta- 
tistical sources. These data permit the papers 
to explore relationships between economic, so- 
ciological and psychological factors in a way that 
is all too rare in social science literature. Need- 
less to say, these explanatory effects are not 
uniformly successful, but some strong patterns 
emerge. For example, church attendance is 
strongly correlated with high employment rates 
and low rates of illegal activities and drug use 
(Table 9.4), although it is hard to tell whether 
these are causal relationships, or the joint prod- 
uct of other factors. 

A second new data set is the Irasis of the 
paper by Jerome Culp and Bruce H. Dunson, 
who use matched pairs of black and white job- 
seekers in Essex County, New Jersey in an at- 
tempt to measure racial discrimination by em- 
ployers. Here a promising research design gives 
results that are at best suggestive because of 
woefully inadequate sample size. 

Perhaps the most interesting paper in the 
volume is David Ellwood’s "The Spatial Mis- 
match Hypothesis.” Since the work of Kain 
(1968) it has been widelv believed that a major 
cause of black uneinpIoMt’. b is been the 
movement of job- 
where blacks r«- 
Chicago inctroi . 
youth who live n< 
as likely to fo' . 
and that the difh 
of black and who 
small neighborhoods i . 
metropolitan area as a whole 

Other new insights are presided 1>\ Marry 
J. Holzer's paper "Black Youth Nonemploy- 
ment: Duration and Job Search. Holzer re- 
ports that the duration of spells of nonemploy- 
ment are substantially longer for black youth 
than for white, and relates this finding to reser- 
vation wages (the lowest wages at which youths 
would be willing to accept various kinds of 
work). Although the reservation wages of blacks 
are slightly below those of whites according to 
1979 data from the youth cohort of the National 
lzmgitudinal Surveys, the reserv ation wages of 
blacks are consistently higher relative to the 
wages they actually received on their most re- 
cent jobs. This suggests that overoptimistic ex- 
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pectations are a factor in prolonging the dura- 
tion of back nonemployment. 

The paper by W. Kip Viscusi “Market Incen- 
tives for Criminal Behavior" is a brave attempt 
to exploit an inadequate data base. It is surpris- 
ing that the NBER data set collects as much 
self-reported information as it does about illegal 
activity. However, the illegal activities reported 
are mainly the less serious ones such as illegal 
gambling and drug dealing. The fraction of the 
sample who admit to burglary, robliery or mug- 
ging is one percent or less. Viscusi’s model has 
youth choosing between crime and employ- 
ment on the basis of the expected returns. In 
a perceptive comment on this paper. James W. 
Thompson and James Cataldo point out that 
much of the admitted crime in the survey was 
committed by employed youths, and that Viscu- 
si’s modeling of the incentives may lie flawed. 

Taken as a whole, this study represents an 
ambitious and generally successful effort to in- 
vestigate a highly complicated social problem. 
The result is a major addition to what we know, 
even though there is a great deal that we still 
do not know and would like to learn. The au- 
thors have engaged in a vigorous and imagina- 
tive exploration of the data, and we have been 
well rewarded by it. 

Such thorough exploration of data is part of 
an old National Bureau tradition, ridiculed by 
Koopmans (1947) as “measurement without the- 
ory.” But perhaps the pendulum has now swung 
too far the other way. Not every paper in eco- 
nomics needs to start with deductions from first 
principles. As Freeman, Holzer, and their col- 
leagues have shown us, there is still much to 
be gained from a more inductive approach. 

Albert Rees 

Alfred P. Sloan Foundation 
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Global unemployment: The new challenge to 

economic theory. By Martin Godfrey. New 

York: St. Martin’s Press, 1986. Pp. xiv, 257. 

$27.50. ISBN 0-312-32960-1. JEL8&-W11 

The motivation for this book lies in what Mar- 
tin Godfrey characterizes as changes in the 
world economy that have rendered past theo- 
retical analyses of unemployment inadequate 
either for understanding its causes or for formu- 
lating policies for its alleviation. Theorizing in 
industrialized countries had typically been cast 
in short-run or cyclical terms while that for less 
developed countries has had a long-run devel- 
opmental focus. However, the emergence of 
stubbornly high unemployment levels in the 
industrial countries beginning in the early 
1 970s is held to require a reorientation of theory 
along the lines usually applied to developing 
countries. Furthermore, the growing tendency 
to locate industrial production for the world 
market in less developed countries (LDCs) and 
the extensive use by industrial country employ- 
ers of migrant LDC labor imply that unemploy- 
ment can no longer be analyzed solely within 
a national context. In essence, recent trends 
suggest an increasing internationalization of la- 
bor markets and, therefore, require a revised 
or global approach to theorizing about employ- 
ment. 

The author has chosen to review two centu- 
ries of theory on the nature, causes, and conse- 
quences of unemployment or, more generally, 
of underutilization of labor in both developed 
and developing economies. Out of this review 
he seeks to identify ideas that may prove useful 
for contemporary theory on the causes of unem- 
ployment and for formulating policy initiatives 
to reduce it. 

The historical review is spread over seven 
chapters that make up the bulk of this volume. 
Each of these is devoted to a particular "school” 
or approach to the determinants of employment 
or unemployment. These include the classical 
theories of surplus population, neoclassical and 
Keynesian theories applicable to mature capi- 
talist economies, and four approaches focusing 
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on surplus labor in developing countries — those 
of neoelassioists, developmental economists, 
"Keynesians," and Marxists and neo-Marxists. 
A concluding chapter evaluates recent trends 
that may be indicative of a convergence of the 
approaches applied to mature and developing 
economies and identifies the directions Godfrey 
considers to be most fruitful for further contem- 
porary theorizing. 

Most of the classical theories of surplus popu- 
lation are considered as offering no insights into 
contemporary issues. Only Marx is cited as rele- 
vant. Whereas Ricardo and Malthus viewed la- 
bor markets us tending towards equilibrium by 
variations in |x>pulation growth rates. Marx [vis- 
ited the existence of lalxir surplus as a j>ernia- 
nent feature of a capitalist economy. The con- 
temporary parallel is the prolonged survival of 
high unemployment rates in the industrialized 
economies with no corrective 1 mechanism oper- 
ating to restore full employment. The neoelassi- 
oists’ concern with comparative statics and effi- 
ciency are irrelevant for today’s problem. The 
current concern is not with achieving fuller em- 
ployment by moving down along demand 
schedules but rather with shifting them to the 
right. In addition to Keynes, Godfrey reviews 
the contributions ol Kulocki, llarrod, Doiuur, 
and the various writers on the Phillips Curve 
and its augmentations. From the "disarray " 
characterizing these approaches, Godfrey iden- 
tifies two as currently relevant: the Keynesian 
notion of aggregate demand deficiency as a 
cause of unemployment; and the notion of a 
“natural Rite” of unemployment, that level at 
which inflationary ex|H i ctations are consistent 
with exjjericnce so that the rate of inflation re- 
mains constant. While these theoretical insights 
are held to Ik 1 useful, they do not lead to clearly 
defined policies for achieving the twin objec- 
tives of low unemployment and price stability. 

Neoclassical theory is no more relevant for 
developing countries than it is for mature econ- 
omies. While its emphasis on distortions of vari- 
ous prices on the demand side and on the fac- 
tors governing individual choice on the supply 
side may l>e useful for explaining some phenom- 
ena at a moment in time, it is much less useful 
for explaining changes in the degree of labor 
utilization over time. More promising in God- 
frey’s eyes are the developmentalist “Keynes- 
ians, ’’ so called because of their emphasis on 


the demand side and on the inadequacy of in- 
vestment. The theoretical remedies range from 
the balanced growth models of Rosenstein- 
Rodan to Currie's leading-sector and Knapp’s 
vent-management approaches, the latter in- 
volving government price and market guaran- 
tees to producers of a wide range of products 
as a means of stimulating new investment. God- 
frey recognizes that the success of these ap- 
proaches requires that certain stringent condi- 
tions be met that may, in fact, lie beyond the 
ability of I ..DCs to satisfy. Nevertheless he sug- 
gests that the process of formulating new useful 
approaches to the analysis of unemployment 
could do worse than to begin with a review' of 
this liody of literature. 

While the introduction and definition of the 
employment problem may create an expecta- 
tion that a new broader frame of reference for 
the analysis and amelioration of unemployment 
is in the offing, most readers are not likely to 
consider this expectation satisfied. By and 
large, unemployment is still treated as a na- 
tional problem to lx- addressed at the national 
level. The “internationalization of lalvir mar- 
kets" is relevant only insofar as capital move- 
ments, imports, or migrant lalxir threaten do- 
mestic employment up" •• *• <■' >-n 

here, some limit' 
may have been 
end of the imp* 
rope and the m 
oil producing i 
ingly Folker I- < 
c-apital and cornu,. . 
to move with relative !■ 

relocation ot production is unlikely to icdim 
lalxir underutilization in the developing coun- 
tries (p. 22SV 

Ihe greatest virtue oi this volume lies in its 
concise reviews of the principal schools of em- 
ployment theory While Godfrey dismisses 
most |iast theory as irrelevant for purposes ol 
developing employment-promoting policies, he 
ultimately fails to break new ground. Few econ- 
omists are likely to disagree that significant and 
permanent improvements in employment con- 
ditions require sustained capital accumulation 
and growth. Beyond this, most of the "new " 
insights that are offered for consideration by 
contemporary theorists strike this reviewer as 
simply old ideas in new' dress. Furthermore. 
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the author’s relegation of most of the adult pop- 
ulation of the developing world to an “interna- 
tional reserve army” leads him to dismiss supply 
side theory as irrelevant. His assumption that 
the supply of labor to modem economic sectors 
is perfectly elastic is likely to be questioned 
by students of at least some LDC lalx>r markets. 
Godfrey holds that an increase in economic effi- 
ciency is achievable only by promoting a faster 
rate of investment and growth. He therefore 
regards the neoclassicist's concern with efficient 
resource allocation as irrelevant to the current 
problems of stagnating economics. Instead, he 
is led to advocate protectionism and import sub- 
stitution measures to provide powerful incen- 
tives to investment and thus to rekindle growth 
in the advanced but “deindustrializing coun- 
tries.” While he acknowledges that such poli- 
cies have generally spawned inefficient growth 
he appears confident that safeguards can be 
adopted to forestall such an outcome. Many 
economists are not likely to share his optimism. 

Pktkh Ghkcokv 

University of New Mexico 

Pensions, economics and public policy. By 
Richard A. Ippolito. Homewood, IL: Dow 
Jones-Irwin for the University of Pennsylva- 
nia, Wharton Schixil, Pension Research 
Council, 1986. Pp. xxiii, 267. S25.00. ISBN 
0-87094-760-5. JEL 86-0913 

Labor economists are interested in the work 
incentives created by pension plans, while fi- 
nancial economists are concerned with their 
role as a vehicle for tax-sheltered saving. Both 
perspectives are nicely balanced in this volume, 
which draws together the research findings of 
the author during his years as director of policy' 
and research for pensions at the U.S. Depart- 
ment of Labor. Throughout, Ippolito exhibits 
a healthy respect for market outcomes, as bene- 
fits an economist trained at the University of 
Chicago. He makes extensive use of a compre- 
hensive data set created at the Department of 
Labor. Detailed summary statistics and regres- 
sion results support the analysis conducted 
throughout the volume. 

The book is divided into five parts: (1) the 
economic principles of pensions; (2) pension 
growth; (3) economic implications of pensions; 
( 4 ) pension plan characteristics; and (5) public 
policy considerations. Hie key chapter in the 


first part develops the author’s implicit contract 
model of pensions. In essence, Ip|>olito argues 
that workers “pay” for real pension benefits, 
in spite of the fact that the lienefits legally due 
under the plan are nominal. Workers forego 
rash wages in return for pensions that are tied 
to their final wage just prior to retirement, 
rather than their current wage. The key impli- 
cation is that the wind-up or termination mea- 
sure of the firm’s (tension liabilities, which is 
based on the firm’s legal obligations, under- 
states the true or "economic" pension liabilities 
of the on-going firm. As Ippolito shows in a 
follow-up chapter, a firm's legal pension liabili- 
ties may typically lie as little as 50 per cent of 
its “economic” liabilities. Based on the latter 
concept, pension plans in the aggregate are not 
overfunded, and plans in the union sector are 
decidedly underfunded. 

The second part provides evidence on the 
actual and projected rate of growth of private 
pension plan assets, including the growth of 
defined contribution plans. The third part as- 
sesses the impact of pensions on the lalxir mar- 
ket, including retirement age. and tin* capital 
market. The key chapter in the fourth part ad- 
dresses the underfunding puzzle. Ippolito hy- 
pothesizes that firms are willing to forego the 
tux advantages of full funding in order to make 
unionized workers long-term bondholders of 
the firm, and thus to limit workers’ ability to 
raise wages or to reduce productivity and thus 
to threaten the long-term viability of the firm. 

The fifth part contains two chapters on public 
policy toward private pension plans. In tin- first, 
Ippolito starts from the assumption that the goal 
of public policy is to eliminate obstacles that 
might impede market solutions to the problem 
of generating retirement incomes. His recom- 
mendations include, for example, the elimina- 
tion of all constraints on private pension plan 
rules and the "privatization" of federal pension 
insurance. While many readers may be unper- 
suaded by these recommendations, all should 
benefit from the discussion of the economic rea- 
soning behind them. In the second chapter. 
Ippolito’s analysis focuses on the most contro- 
versial issue in the pension field today, the ter- 
mination of overfunded plans with the reversion 
of surplus assets to the employer. In his excel- 
lent discussion, the author explains how the 
implicit contract model suggests that some 
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workers may suffer economic losses from such 
terminations, but reminds us that our under- 
standing of the rationale for such terminations 
is sufficiently incomplete to warrant caution in 
formulating policy. He recommends that the 
government not attempt to redefine asset own- 
ership, but rather take steps to facilitate explicit 
pension contracting, as well as to devise a 
means to recoup the tax gains embedded in 
reversions. 

The policy recommendations in this Ixxik, 
as well as some of the economic arguments, 
will Ik- controversial. Economists might ques- 
tion, for example, whether the implicit contract 
model applies with equal force to the union 
and nonunion sectors, in light of the explicit 
contracting that occurs in the former, lppolito's 
explanation of the underfunding puz/le may 
also provoke debate. Since the underfunding 
of union plans is due to their periodic and retro- 
active enrichment, some may argue that this 
underfunding is simply a by-product of unions' 
desire to redistribute wealth to older workers. 

Although the author’s implicit contract model 
and major related findings are already available 
to economists (for example, Ippolito 1985a, h), 

I am pleased to recommend the Ixxik to those 
who would like more convenient access to those 
important contributions. J would also recom- 
mend the book to those, economists ami non- 
economists alike, who seek a fuller understand- 
ing of the economic issues that are pertinent 
to the iH'iision policy debate. 

Jamks E. Pksmsijo 

University of Toronto 

» 
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Imn.iro, lti< ii\ki> A. ‘The Economic Function of 

Underfunded Pension Plans. "/ Ixnr Trim, Oct. 

1985a, 28(3), pp. 611-51. 

"The I.ilxir Contract and True Economic 

Pension 1 .labilities, Atnrr. b'con. Her.. IVc. 

1985b. 75(5). pp. 1031-45. 

Working lives. The American workforce since 

1920. By John D. Owk.n. I a-xington. MA and 

Toronto: Heath, Lexington Cooks, 1986. Pp. 

218, $25.00. ISBN 0-669-1 126.5-8 0 

JEL 86-0918 

In a refreshing change from the l»est of cur- 
rent lalxrr economies, John D. Owen attempts 


to view broadly the evolution of the U.S. labor 
market over a long period, the interval between 
1920 and 1977. He focuses on the large demo- 
graphic trends that have so substantially altered 
the composition of the U.S. work force, namely 
the withdrawal of the young, the entry of adult 
females, and the aceeleration of retirement 
among older males. 

Owen considers a variety of special topics: 
pension effects on retirement, schooling effects 
on the lalxir supply of the young and on their 
fathers (who must help support the young in 
their venture), wage effects on female labor sup- 
ply, and the occupational demand shifts that 
support'd the wage changes. The strength of 
his presentation is in his appeal to a variety of 
eominonsensical confirmations and contradic- 
tions of common hypotheses. 

Owen does present an original statistical anal- 
ysis, but this effort is not persuasive. Owen s 
sample is U.S. aggregates of five age groups 
at ten dates between 1920 and 1977. Even were 
the data accurate, the limited sample would 
not permit him to test hypotheses of much sub- 
tlety. In fact for a substantial part of the period 
the data is crude or nonexistent. The census 
lalxir supply concept before 1940 (gainfully oc- 
cupied) was radically different from later mea- 
sures. The census did not collect earnings data 
before 1940. Unfortunutrh •' 1 1 * ■ ■ ■ "dn 

is not sufficiently d. 
how Owen collect 
earlier years althtx 
estimation proved;. 

Perhaps of the c 
omists is Owen's > 
tion. How succes* 
predicting actual life 1 
ior ''Although the data are 1 1 . .I.. . ... , 
him to break free of the swithetie cohort ap- 
proach of traditional life cycle analyses; he has 
wage and lalxir force data of some sort oxer a 
whole work life of one cohort and the larger 
part of several others. Owen finds little support 
fur the deterministic life cycle model that he 
identifies with C.hez and Becker. In the U.S. 
in the period 1920 to 1977 the real xvages of 
men rose fourfold. More importantly for the 
life cycle hvjxithesis, the real wages of males 
who were teenagers in 1920 rose 7.5 times by 
the 1970s. The incentives to xxithhold labor as 
teenagers and to work as golden-agers would 
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seem to have lieen immense for the ineinl>ei-s 
of this cohort yet they insisted on working early 
and retiring early. 

The rlatu again art* crude in the early |icriod 
and the wage rate corrections made for selectiv- 
ity bias for various age groups are rudimentary. 
Nonetheless the magnitudes of the wage and 
Libor activity levels arc so large that I find 
Owen’s conclusion quite plausible: "changes in 
the life-cycle behavior of females [like males] 

. . . can usually be more readily explained by 
assuming that women (like men) tend to project 
current cross-sectional relationships into the fu- 
ture than by positing that they successfully fore- 
cast change. ” ( Certainly the life cycle hypothesis 
fits the lalxir supply behavior of the 1920 cohort 
lietter under such an assumption than under 
one of perfect foresight. The discussion here 
would however have Ih*ci) more satisfactory hat) 
Owen compared his aggregate findings with the 
recent work of MaCurdy and others who use 
panel data sets. 

Owen also attempts to establish the value of 
a composite lalxir activity measure, lalxir input 
per capita, that combines lalxir force participa- 
tion and hours per week of workers in multipli- 
cative form. He presents no theoretical justifi- 
cation for this variable nor does he identify any 
previously unrecognized trend in lalxir behav- 
ior based on it. Indeed the series he compiles 
do offer a different perspective on several lalxir 
trends, but Owen does not call attention to 
them. The large increase in lalxir force partici- 
pation of adult women, for example, is consider- 
ably moderated when multiplied by weekly 
hours because a great deal of the increase has 
been among part-time workers. Conversely the 
labor supply contraction of teenage males in 
the U.S. over this period has been much larger 
than labor force participation rates would sug- 
gest since the prevalence of part-time work has 
increased for this group as well. 

The text discussion is nontechnical with dis- 
cussions of the simple models considered here 
relegated to appendices. The book should lie 
accessible to upper level undergraduates; the 
rather heavy use of professional jargon may 
make it somewhat unsatisfactory in that role. 

I suspect that its main value will be to remind 
labor economists of the interrelationships of the 
broad trends in labor activity that have occurred 
over this period. Even a specialist will find 


much that is interesting and thought provok- 
ing. 

1 Donald (). Parsons 
Ohio State University 

KM) Tkaiik Unions; Coi.i j-.oiivk Bargaining; 

I-ahoh-Managlmknt Rklations 

The conflicts between labor anti environmental- 
ism in the Federal Republic of Germany and 
the United States. By lltciMiicit Silgmann. 
New York: St. Martin’s Press, 1985. Pp. viii, 
201. $27.50. ISBN 0-312-l<i2.M>-7. 

JF.L 80-0591 

As the title of this Ixxik implies, the author 
addresses the question “whether and under 
what conditions . . . lalxir-environiiientalist 
conflicts indeed are inevitable; or whether, and 
how, the two movements could cooperate 
more" (p. 1). Having posed his question alxmt 
conflicts and exxipe ration lx*tween organized la- 
bor and environmentalist groups. I)r. Sieg- 
iiiuuii then considers five hyjxithcsi-s alxmt the 
lal xir-cn viron incut alist relation; (i) that conflict 
is inevitable since there is a contradiction Ix*- 
tween pursuing employment and environmen- 
tal protection goals; (ii) that differences in the 
demographic and sociix’conomic (om|xisition of 
the two movements prevent cooperation; (iii) 
that difference's in the internal organization of 
unions and environmental groups favor conflict; 
(iv) that national political systems impede coop- 
eration; and (v) that opposing ideologies favor 
a conflictual relationship. 

In his investigation of these five* hypotheses, 
the author uses what one might call a compara- 
tive-historical-institutional approach. That is, 
he selects the United Stab's and the Federal 
Republic of Germany (F.R.G.) as test cases and 
then looks at their experiences during the past 
two decades. These two nations share a iiumlicr 
of important characteristics: advanced capitalist 
economies, federal political systems, energy 
problems during the 1970s, etc. At the same 
time, however, they are different in important 
respects: a more unionized labor force in the 
F.R.G., parliamentary government in Bonn, 
codeterm illation rights and industry-wide bar- 
gaining for German unions, and so forth. 
Hence, the author's method permits him to ex- 
plore whether the hypotheses hold under simi- 
lar, but somewhat different, political-economic 
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circumstances. In an effort to empirically test 
the five hypotheses. Dr. Siegmann has assem- 
bled an ingenious array of descriptive statistics 
for the two countries: standard economic statis- 
tics, results of public opinion polls, content 
analyses of labor and environmentalist docu- 
ments, ratings of voting records of members 
of Congress, and demographic survey data. 

After reporting these data, the author reaches 
a number of interesting conclusions. One is 
that, although there was some conflict between 
organized lalx>r and environmentalists in both 
countries during the 1970s (especially over nu- 
clear power development), the political posi- 
tions of the two groups have converged during 
the 1980s, even during periods of recession. 
In the F.R.G., one apparent reason for this 
convergence is that some unions perceive that 
environmental protection and energy conserva- 
tion projects are net creators of job opportuni- 
ties. Another interesting conclusion is that, al- 
though there are substantial differences in the 
demographic and socioeconomic profiles of the 
members of lalxx unions and environmental 
groups, this dews not account for labor-environ- 
mentalist tensions since there is broad popular 
support for environmental protection in both 
countries. A third conclusion worth noting is 
that a nation's political system can have a sub- 
stantial impact on the exact form which environ- 
mental activism takes: The close alliance be- 
tween West German unions and the Social 
Democratic Party and the relative insulation 
of parliamentary parties from interest-group 
lobbying has apparently channeled West tier- 
man environmentalists into lix-al organizations 
and prompted the formation of an ecological 
political party, whereas U.S. environmental or- 
ganizations tend to be nationally-based lobby- 
ing groups which are also active in civil litiga- 
tion. 

Before mentioning a few shortcomings of this 
lxx>k, let me first note an important strength. 
Dr. Siegmann is to lx‘ commended for avoiding 
the potential trap of economic determinism. He 
skirts this methodological pitfall by emphasizing 
that historical outcomes depend upon strategic 
choices, efforts at coalition-building and unan- 
ticipated shifts in ideology and hence cannot 
be predicted by simply looking at individuals' 
"economic interests." Having said this, how- 
ever, I should add that the author’s discussion 


of ideology is quite weak, in particular his claim 
that the left-right political spectrum is out- 
moded and that a materialist-postmaterialist 
continuum is now more useful to the political 
analyst. His focus on labor unions as a unit of 
analysis is also theoretically constraining since 
he pays almost no attention to the potential 
for conflict and cooperation among workers as 
a social class, whether or not they belong to 
unions. His discussion of potential conflicts be- 
tween economic interests and environmental 
protection is also dissatisfying since he men- 
tions the perceived employment effects of envi- 
ronmental and energy policies but ignores the 
distribution of benefits of environmental im- 
provement as well as the incidence of the costs 
of financing environmental protection mea- 
sures, issues which I have recently addressed 
(1986, eh. 7) elsewhere. Despite these criti- 
cisms , I would recommend Dr. Sieginann’s 
book as an empirically rich source on the politi- 
cal economy of labor unions and environmental- 
ism. 

Rkihhd W. Em.i.amj 
University of Nev Hampshire 
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Determinants < 
tries. Vol. 1 >:i 
dren. Edited by Uoi 

HonaldD. Lkk with Pm i.\E. H<>i i i.miv ii 
and John Bonoaamn. Studies in Population 
series. New York, London. Sydney and To- 
ronto: Harconrt Brace Jovanosich, Academic- 
Press. 1983. Pp. wii. 642. $37.00. ISBN O- 
12-140501-X. JEL 85-0587 

How one views high rates of population 
growth in low-income countries and. in particu- 
lar, whether they are seen as a problem de- 
pends on how one evaluates the consequences 
of population growth. Some analysts see rapid 
population growth as a brake on economic de- 
velopment, depressing or at least slowing a rise 
in living standards by diverting resources that 
could lx* employed to raise levels of living to 
uses designed to accommodate an expanding 
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population. It is this view that provides the 
rationale for this study, and because there are 
continued pressures to reduce mortality and 
because international migration contributes lit- 
tle to population growth in developing areas, 
attention is focused on fertility as the key policy 
variable. 

The two volumes that comprise Determinants 
of Fertility (only the first of which is discussed 
here) review the research evidence about deter- 
minants of fertility differentials and fertility 
change in the developing countries. Following 
an analytic framework set out in the introduc- 
tory chapter, the first volume discusses supply 
and demand for children, and the second dis- 
cusses fertility regulation and its costs, fertility 
decisions, nuptiality, and the effects of social 
institutions. The second volume also contains 
a summary chapter and an agenda for further 
research. Both are the work of the Panel on 
Fertility Determinants of the Committee on 
Population and Demography, National Re- 
search Council, created in response to a request 
from the U.S. Agency for International Devel- 
opment to assess research in this area and make 
recommendations for further work. 

Volume I is divided into three parts. Part I 
contains an analytic framework; it is the unifying 
agent for the volumes’ remaining chapters in 
which individual authors were asked to develop 
particular aspects of the overarching design. 
The editors emphasize that Part I is only a 
framework and not a tightly-knit theory of fertil- 
ity determinants. There is no formal mathemat- 
ical model nor any attempt to provide specific 
predictions of fertility responses to changes in 
determinants. Instead, Part I aims to develop 
a comprehensive list of the components that 
affect human fertility and to specify their inter- 
relationships. 

The analytic framework is adapted from the 
work of Richard Easterlin (1978) and has three 
basic components; (1) the supply of children — 
the number of surviving children a couple 
would have if they made no deliberate attempt 
at fertility limitation; (2) the demand for chil- 
dren — the number of children a couple desires; 
and (3) fertility regulation — covering both the 
means and the costs couples face in converting 
their fertility desires into actual fertility out- 
comes. It is assumed that a couple first com- 
pares supply and demand, and then considers 


the desirability and the costs of fertility regula- 
tion. The more supply exceeds demand the 
more motivated a couple should be to employ 
some means of fertility limitation. Fertility out- 
comes depend upon this complex calculus and 
then feed back to the couple’s reproductive his- 
tory which, along with macro social and eco- 
nomic factors together with the couple’s socio- 
economic characteristics, help recondition the 
three basic components for the next round of 
fertility decision making. 

Part II considers the supply of children. It 
liegins with a critical overview by John Bon- 
gaarts and Jane Menken and contains five other 
chapters focusing on natural fertility, the impact 
of sociocultural factors on breast-feeding and 
sexual behavior — both of which affect natural 
fertility, and child mortality, which drives a 
wedge Irntween the supply of births and the 
supply of living children. Part III treats the 
demand for children and begins with a critical 
essay by Ronald Lee and Rodolfo Bulatao. This 
first chapter discusses the concept and mea- 
surement of demand followed by an examina- 
tion of the major influences on demand, includ- 
ing the direct economic costs and lienefits of 
children, opportunity costs, tastes and prefer- 
ences for children, effects of income and wealth, 
and prior childbearing and childrearing experi- 
ences. Other chapters in Part III round out 
this critical essay by focusing on family-size de- 
sires as measures of demand, child mortality 
as it relates to the difference between the de- 
mand for children and the demand for births, 
community-level determinants of demand, such 
price variables as the perceived and actual eco- 
nomic costs and benefits of children and the 
opportunity cost of the mother’s time, and the 
effects of income and wealth on demand. 

This book will stretch the horizons of most 
economists interested in the determinants of 
fertility. The analytic framework is broadly mul- 
tidisciplinary — drawing on work in economics 
and public health, in psychology and anthropol- 
ogy, and in sociology and statistics — rather than 
narrowly economic. In fact, of the 21 authors 
in volume I, only 4 are economists — Ronald 
Lee, Peter Lindert, Eva Mueller, and Kathleen 
Short. Moreover, the framework goes consider- 
ably beyond the perspective of the new home 
economics approach to fertility, illustrated, for 
example, in the Economics of the Family vol- 
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ume edited by Theodore Schultz (1974), by in- 
troducing supply factors and the costs of fertility 
regulation. 

Readers expecting to find well-developed 
theoretical models, followed by rigorous empir- 
ical tests and reports of regression estimates, 
will be disappointed. Though the individual 
chapters are broadly empirical and contain fre- 
quent tables and charts, most empirical results 
are discussed but rarely shown. Indeed, apart 
from the appendix to one of the chapters, there 
are just four equations in 642 pages of text. 
What this volume does, however, is provide 
the reader with much of the richness and com- 
plexity of the fertility process so that subse- 
quent model builders will be in a better position 
to realign their sights. Determinants of Fertility 
deserves to be read and studied. The expected 
return is well worth the effort. 

Thomas J. Eshensiiadk 
The Urban Institute 

Hkkkhkncks 
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Medical malpractice: Theory, evidence, and 
public policy . By Patricia M. Danzon. Cam- 
bridge. MAand I/mdnn: Harvard University 
Press, 1985. Pp. vi, 264. $17.50. ISBN 0- 
674-56 1 1 5-5. JEL 86-0289 

Medical Malpractice by Patricia Danzon is 
instantly the standard work in the field and an 
important work in the economics of tort liabil- 
ity. Professor Danzon takes pains carefully to 
analyze and lay hare the structure of a difficult 
social problem. Medical Malpractice is an in- 
dictment of medical practice, the insurance in- 
dustry, the legal system, and the political sys- 
tem, yet it maintains a tone and affect of 
balanced academic inquiry that causes the 


reader to wonder whether the author sees her 
work as the indictment that it is. 

Professor Danzon ’s work stands practically 
alone in this extremely important field. The 
best data we have on medical malpractice today 
were generated twelve years ago from an iso- 
lated California study where medico-legal ex- 
perts analyzed a large sample of iatrogenic prob- 
lems and counted those which would have 
resulted in malpractice claims, if they had been 
brought to trial. If the problem of medical mal- 
practice is as serious as Professor Danzon ’s work 
would lead us to believe, such data should be 
gathered on a regular basis wherever medicine 
is practiced, and analyzed regularly by doctors, 
hospital boards, insurance companies, econo- 
mists, and politicians. 

Professor Danzon’s book can be interpreted 
as trying to come to grips with one startling 
fact: "... at most 1 in 25 negligent injuries 
resulted in compensation in the malpractice 
system” (p. 24). Her general position is that 
in a system where there is so much negligence, 
even costly deterrence through the legal system 
is likely to lie worthw hile. Some of her sugges- 
tions would go a long way toward reducing the 
costs of litigation, making it a much less costly 
method of deterrence. She recommends replac- 
ing traditional full compensation determined on 
an individual basis with a schedule of li mill'd 
benefits, including: medical <• menses 
ble to coverage pi 
plans; full replace- 
offset of private m 
gation for all pri\ at 
and Medicare an - 1 
responding part <>. 
fering coinpensafi 
injuries only: and m 
determining inflation, iniii. . . 
growth parameters. 

I feel that the author imderpl.u s the impor- 
tance of these recommendations, all of w hich 
would help counteract the worst tendencies of 
the tort system. For example. litigation ot pain 
and suffering brings out the very worst in the 
adversary system: movies on a day in the life 
of a paraplegic, postponement of treatment un- 
til after a trial, all kinds of biases in favor of 
attractive plaintiffs. Even more important, the 
variability and unpredictability of the outcome 
of litigation can he greatly reduced, thereby 
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substituting settlements for litigation, and de- 
terrence for anxiety. 

Professor Danzon provides a thoughtful dis- 
cussion of the various possible reforms of litiga- 
tion costs. When she says, on page 207, "nei- 
ther theory nor evidence gives us much guide 
for reform,” her modesty on our behalf is well 
placed. I disagree with her traditional economic 
analysis of the contingent fee; I fear that we 
know much less about that peculiar institution 
than she suggests. A survey conducted by the 
Federal Trade Commission suggests that the 
plaintiff” s bar hardly ever practices on an hourly 
rate basis, even for an open-and-shut case. It 
also found that 33 percent is one of the eternal 
constants of the American economy. Ordinary 
economic theory does not adequately explain 
such remarkable pricing inflexibility, nor can 
we lie confident aliout any welfare economics 
inferences in a market with such peculiar pric- 
ing. 

Professor Danzon recommends freedom to 
contract out of standard tort rights, particularly 
in the context of a standard insurance contract. 
She is alisolutely correct. Malpractice is a prob- 
lem that arises between parties related by con- 
tract. These are not strangers bumping into one 
another in the street. Other aspects of their 
relationship are carefully controlled by con- 
tract. There is no reason to believe that if insur- 
ance contracts could explicitly deal with these 
matters that they would freely choose the bi- 
zarre procedures and results that characterize 
the tort approach to malpractice. If nobody 
wants it, no one will choose it. 

Public discourse on malpractice has been de- 
pressingly unenlightened as to economics. 
Economists have not played a significant role 
in the public debate on medical malpractice 
or on tort reform in general. Professor Danzon’s 
work is an important step in bringing economic 
analysis to bear on public policy toward medical 
malpractice, and every economist interested in 
either medical economics or law and economics 
should become familiar with it. Indeed, law- 
yers, doctors, and citizens interested in social 
policy should read the book. Medical Malprac- 
tice provides a common ground of data and in- 
terpretation that these often warring factions 
can shore, understand in their different ways, 
and use to advance the common cause of reduc- 
ing the huge costs of medical malpractice. 


I expect, however, that most of the people 
who should read the book will not. It is in- 
tensely scholarly, and at times more dense and 
less approachable than it needed to be. Profes- 
sor Danzon deserved more support from the 
editor and the Harvard Press in terms of more 
graphs and charts to simplify and focus the dis- 
cussion of table after table of data. What was 
occasionally heavy going would have been light- 
ened for this reader if the technical analysis 
had been relegated to appendices for the in- 
trepid, with only central charts or graphs left 
ill the text for the main body of the readership. 

John Phather Brown 
Chase. Brotvn, ir BlaxalJ. Inc. 

From health dollars to health services: New 
York City , 1965-1985. By Eli Ginzbero et 
ax.. LandMark Studies series, Totowa, NJ: 
Littlefield, Adams; Rowman and Allenheld, 
1986. Pp. xii, 163. $29.50. ISBN 0-8476- 
7440-1. / EL 86-0943 

The introduction of federal government fi- 
nancing of health care in 1965 through the 
Medicare and Medicaid programs has had a tre- 
mendous impact upon the American health care 
system. The enlarged flow of dollars to the 
health care system has increased access to ser- 
vices for the elderly and the poor and has in- 
creased funding and reimbursement of provi- 
ders such as hospitals and physicians. By 
increasing the proportion of expenses financed 
by insurance. Medicare and Medicaid also have 
augmented the distortions in the health care 
system which are so familiar to health care econ- 
omists. 

In this book, Eli Ginzberg and his associates 
examine the impact of increased federal funding 
of health care upon the recipients of health care 
services and the providers of the services in 
New York City. The authors’ main purpose is 
to document how the new dollars were trans- 
formed into more and better services in the 
two decade period, rather than to analyze 
whether government spending was an efficient 
method to achieve these goals. Consequently, 
even though the authors’ assessment of the 
value of Medicare and Medicaid and their fore- 
casts of changes in the health care system may 
not meet the foil approval of market-oriented 
health care economists, they do provide a com- 
prehensive summary of what transpired in New 
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York City. In as much as the New York market 
is representative of developments in the whole 
country, the scenario surveyed here will Ik: of 
considerable interest to both practitioners and 
economists. 

Chapter 1 comprehensively summarizes the 
contents of the lawk and convincingly estab- 
lishes why it is worthwhile to examine the New 
York market. New York City has long l>een a 
leading center for medical education with six 
academic health care centers and publicly fi- 
nanced a substantial municipal hospital system 
to provide care regardless of ability to pay long 
before the advent of federal government financ- 
ing. In addition, the City has witnessed dy- 
namic population changes, has had a strong 
trade union movement, experienced a serious 
financial crisis in the mid-1970s, and has had 
a rich tradition of philanthropy. These factors 
make it a particularly interesting market to ex- 
amine closely. 

Chapter 2 documents the cascade of dollars 
(lowing to New York City after 196-1. The au- 
thors cite increased funding from all sources 
and adjust for inflation. In Chapters 3-7, the 
main IkkIv of the lKiok, the authors trace the 
impact of the increased dollars upon various 
parts of the health care system. Chapter 3 pro- 
vides a g<K)d description of the changes in vol- 
untary, municipal, and proprietary hospitals. 
The discussion focuses on increases in expendi- 
tures rather than on quantitative measurement 
of the improvement of the quality of care, but 
the authors argue that such a large increase in 
the quantity of real resources devoted to health 
care could not have failed to improve the quality 
of care. 

Chapter 4 is devoted to ease studies of the 
evolution of two hospitals, St. Vincent’s and 
Montefiore. The in-depth treatment of the ef- 
fect of the changing environment upon these 
two hospitals is probably the most interesting 
part of the whole study. However, it is difficult 
to derive generalizations from these two cases. 
Chapter 5 documents the support of the health 
care sector by the city and the state and de- 
scribes changes in various services. The effect 
on physicians is the subject of Chapter 6. 
Among the most important impacts discussed 
are the decline in the nuinlrer of physicians 


providing voluntary care to the indigent, the 
appointment of salaried physicians to teaching 
hospitals, and the greater responsibility as- 
sumed by residents. The discussion of physician 
incomes should have been more extensive. 
Chapter 7 is a sympathetic treatment of the 
unionization of health care workers. There are 
interesting discussions of the development of 
unions, strikes, effects of changing racial mixes, 
and the effects of changing government financ- 
ing. 

In Chapter 8, an assessment of the increased 
government financing of health care is made. 
The authors conclude that the principal benefi- 
ciaries were the elderly, the poor, and those 
who needed very expensive treatments, but the 
whole population gained access to more sophis- 
ticated care. Academic health centers pros- 
pered. Providers, especially physicians, did 
well. 

The final two chapters deal with lessons for 
the future and the changing health care system. 
The authors reiterate that Medicare and Medi- 
caid resulted in more and better health care, 
but argue that neither proponents nor oppo- 
nents considered the inflationary effects in- 
creased government spendi' ' ,, " , 6h would 

have. The author'. • 
grams removed < • 
however, they do 
ation of the healt 1 
believe that a eon 
health care. Jiulg.' 
do not Ikelieve that 
pact in New Yoik C.ilv 

the DHC I Diagnosis- Kelatcci j<n . 

and its possible extensions will affect New V>rk 
hospitals. 

In the current environment the exist/ benefit 
trade-offs of government spending are being 
closely examined. Although it docs not ade- 
quately deal with this issue, this volume by 
Ginzberg and assexiates will prov e to lie valu- 
able reading for economists interested in the 
impact of massive government spending on 
health care. Manx lessons can l>e learned from 
this detailed examination of the experiences in 
New York City. 

Lawrence G. Goldberc; 

University of Miami 
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The perception of poverty. By Aum J. M. 
Hagenaars. Contributions to Economic 
Analysis series, no. 156. Amsterdam and Ox- 
ford; North Holland; distributed in the U.S. 
and Canada by Elsevier Science, New York, 
1986. Pp. xv. 301. $43.00. ISBN 0-444- 
87898-X. JEL 86-0944 

It may come as a surprise to some readers 
that in many of the so-called “welfare states" 
in Europe research into the causes and conse- 
quences of poverty is a virtually neglected activ- 
ity among economists and other social scien- 
tists. Most European countries do not measure 
on a regular basis the size of the population 
below an official poverty line, or judge the mer- 
its of social programs by what these programs 
do for the official poor. In contrast, in the U.S.. 
especially since the war on poverty', “the poor" 
are an officially defined group, poverty statistics 
are produced on a regular basis and a blossom- 
ing research industry exists, focusing on pov- 
erty and the poor. 

Professor Hagenaars' stimulating book pro- 
vides something for both European and U.S. 
economists: it reviews many of the conceptual 
and empirical issues to be dealt with when do- 
ing poverty research. As such it is a very useful 
introduction for European economists to the 
literature on poverty, which steins mostly from 
the U.S. The book also applies, in eight Euro- 
pean countries (Belgium, Denmark, France, 
West Germany, Ireland, Italy, The Nether- 
lands and the United Kingdom) an innovative 
new way to measure poverty, indeed to mea- 
sure a household’s welfare level in general. As 
such, it provides food for thought for U.S. schol- 
ars to whom some of the review chapters may 
seem a bit too familiar. 

The book can be divided in two parts: Chap- 
ters 1 through 6, that review many of the con- 
ceptual issues and introduce the new methodol- 
ogy; and Chapters 7 through 13 that describe 
the data and the empirical results. Being poor 
is defined as having a welfare level that is below 
a given cutoff point; welfare is defined as having 
command of resources and is operationalized 
as a function of total after-tax household income. 
The new methodology employed in this book 
deals with the measurement of this welfare 
function. The necessary information is obtained 
by asking respondents the following question: 


Under my (our) conditions I would call an 
after-tax income of: 


about $ 

verv had 

al>out $ 

liarl 

alxnit $ 

insufficient 

alxnit $ 

sufficient 

alxnit $ 

good 

alxnit $ 

very good 

Thus the 

respondent's welfare evaluation of 


income is measured directly, with the aid of 
this “subjective” question. Though the use of 
subjective questions is very common in other 
social sciences, it is rare in economics. Still the 
question itself has a straightforward economic 
interpretation: it measures six points on a 
household’s minimum cost function, the inverse 
of the direct utility function (how much does 
it cost to reach utility level “good"). It is a pity 
that the author does not spell out this direct 
link to the more standard neoclassical literature 
on household liehavior. It would have helped 
the reader to relate the discussion more easily 
to the existing literature and it may have clari- 
fied some of the more confusing parts of the 
book (see below). 

Armed with six direct observations of a house- 
hold’s “Welfare Function of Income” (WFI, in 
the author’s terminology), this function can la* 
estimated for each household. Based on van 
Praag’s theoretical work (van Praag 1968) and 
subsequent empirical validations (e.g., van 
Herwaarden and Kapteyn 1981), the functional 
form chosen is that of the two-parameter log 
normal function. Subsequently, these two pa- 
rameters can l>e related to various household 
characteristics (like family size) and nominal 
household income can be adjusted to obtain a 
welfare measure that allows one to compare 
welfare levels among households that live in 
different areas, have more or fewer children, 
one or two earners, etc. 

In general, the author is very careful in stat- 
ing which hypotheses have to be made at each 
step in order to obtain this welfare measure. 
For instance, the mean of the WFI is likely to 
differ between a one-earner and a two-earner 
household. While discussing this, the author 
carefully avoids reference to leisure as a poten- 
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tial source of welfare. After all the welfare con- 
cept discussed and measured is welfare derived 
from income. Unfortunately, while discussing 
the effect of having more children, the author 
introduces "parental joy," "children as con- 
sumption goods” and "taste and preference 
changes when a child is l>orn" into the discus- 
sion. The first two issues suggest erroneously, 
that the welfare concept used is much wider 
than explicitly stated by the author and presum- 
ably measured by the question. The third issue 
brings up tbc question bow fur one is willing 
to go when household income is lK-ing adjusted 
for different circumstances. Larger needs (more 
mouths to feed), higher prices in urban areas 
and reduced home production or increased cost 
of working s'*eni rather uncontrovcrsial reasons 
to adjust nominal income. But if taste and pref- 
erence changes are also acceptable, everyone 
will bo poor who says that he is poor, irrespec- 
tive of income or other factors. 

This of course, does not discredit the new 
method itself. The same problem will occur if, 
for instance, careless use is made of the food 
share as a welfare indicator (everyone is poor 
who spends "too much” on fluid). But it does 
suggest that one has to bo extremely careful 
in interpreting what aspect of welfare is actually 
measured by this direct method, and how and 
for what purposes this welfare measure can lie 
used. 

The second part of the Ixmk is .1 joy to read 
if empirical work has a large weight in one's 
overall welfare function. Based on identical 
household surveys conducted in eight countries 
of the Kuro]>ean ICconomie Community (a logis- 
tical accomplishment of some magnitude), the 
author presents average welfare levels for a 
dozen different household tyi>cs followed by 
analyses of income determinants, of the welfare 
parameters obtained and, finally, of the deter- 
minants and extent of poverty. One is at once 
struck by the consistency of the results across 
such different countries as well as by the ob- 
served differences. The chapters arc very rich 
Ixith in straightforward information ami in ana- 
lytical results. They make this l>ook a major 
contribution to the study of poverty and — more 
generally — to the study of welfare related issues 
in Kurope. 

Much remains to l>e done. For instance, the 
differences among countries are likely to 1 m- re- 


lated to the countries’ socioeconomic infrastruc- 
ture and welfare systems, something that needs 
to lie worked out in much greater detail than 
is currently done in the book. But much has 
l>ecn done, and the results should stimulate 
Kuropean economists to expand their study of 
the causes and consequences of poverty. One 
can only hope that enough U.S. researchers 
read this fmok and become interested in apply- 
ing the new methodology. It should be very 
easy, and inexpensive, to add one or more of 
these subjective income evaluation questions 
to various ongoing survey activities. (The Sur- 
vey of Income and Program Participation, 
SIPP, may be a good candidate). That would 
open up possibilities for comparative research 
that may lead to the cross-validation of conven- 
tional “objective” welfare measures and the 
new “subjective " ones. As it stands, the book 
deserves much attention on fxith sides of the 
Atlantic. 

jACgll’KS 1 AN L>KR (jAAt, 

The World Bank 

Pkkf.hkmks 

van Hkhwashdi-.s, K. C \m> !v moms'. A ' Kmpirt- 
ral Comparison ol the s! ' '' m 

turns,"’ European ' 
pp. 261— S6. 
van Pram;. Bkiis > 
lions and amor 
llolluml. IfXiS. 
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Advanced industrial </• 1 

ing. relocation, and renewal. By Die, \t n A 
Hu k.s. Lincoln Institute ot i-uul Polio Book/ 
()(J and If series. Boston: Oclgcschlagcr, 
Coinii and Haiti in association with the Lin- 
coln Institute of laind Policy. I9S5. Pp. vx. 
321. $35. (X). ISBN 0-S994f»-i96~f. 

Jt'.L 8B-12H6 

In this lxiok Donald Hicks seeks to demon- 
strate that the American economy has entered 
an era of development rather than one of de- 
cline. even though since the late 1970s or early 
19,S0s "slow or no growth” has become “a com- 
mon feature across several industries whose 
very expansion had (previously) defined the de- 
velopment of our industrial economy’’ (p. 3). 
This new era of "advanced economic develop- 
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ment" is characterized by fundamental restruc- 
turing and spatial repositioning of firms and in- 
dustries. 

Chapter 1 sketches the major arguments and 
presents summaries of the chapters to follow. 

Chapter 2 focuses on reinterpreting evidence 
which has been frequently held to indicate in- 
dustrial decline. Hicks makes several {joints: 
that the new era is associated with a transition 
from one set of production arrangements to an- 
other with no significant loss of a central role 
of goods production; that recessions may offer 
opportunities to accelerate this transition; and 
that there is, on balance, no evidence of any 
significant effect on income distribution, al- 
though the nature of work is being fundamen- 
tally transformed as we move from activities 
involved in physical production to an emphasis 
on creating, communicating and applying infor- 
mation. 

Chapter 3 deals with the nature of industrial 
adjustment. The principal conclusion is that in 
the new era the most important changes are 
occurring idthin industries and firms as they 
restructure and relocate activities and as indus- 
trial subsectors experience unequal rates of 
growth. Arguing against the view that invest- 
ment targets chosen by management to maxi- 
mize profits bring socially undesirable results 
(the "capital versus community" position), he 
sees the system as responsive to the challenge 
of new technologies. “Restructuring, reloca- 
tion, and renewal emerge as important com- 
petitive strategies as industrial activity filters 
out of old and into new physical settings, corpo- 
rate structures, labor relations environments, 
and production technologies regimes” (p. 13). 
Evidence of the way those readjustments take 
place is found in an earlier study by the author 
of the transformation of the U.S. metalworking 
sector and in a brief review of the experience 
of two industries (one old and one new), steel 
and computer software. 

Chapter 4 treats industrial and population lo- 
cation shifts among multistate regions, between 
metropolitan and nonmetropolitan areas, and 
within metropolitan areas. Hicks observes that 
locational changes have resulted in convergence 
in industrial structure among regions and to 
some extent between metropolitan and non- 
metropolitan areas but have not as yet appreci- 
ably lessened the affinity of manufacturing for 


metropolitan areas. Within metropolitan areas 
he observes a general tendency toward disper- 
sal away from central cities and the develop- 
ment of multiple nodes of activity. As regards 
older central cities lie sees population and em- 
ployment contraction as processes that are re- 
shaping form and function in a manner analo- 
gous to the way in which the processes of 
growth shaped urban economies in an earlier 
era. 

Chapter 5 explores the local-regional features 
of industrial development by citing Hicks’ ear- 
lier studies of high technology in the Texas 
economy, focusing largely on computer ser- 
vices. Although these new industries have rela- 
tively few locational constraints, heavy reliance 
on pools of appropriately skilled workers has 
resulted in firms locating principally in the larg- 
est metropolitan areas. Within the Dallas 
metropolitan area the large majority of com- 
puter service firms operate within the city of 
Dallas, and over the years relocation has tended 
to correspond to the larger patterns of change 
in real estate, residential and commercial devel- 
opment. Finally, an analysis of a succession of 
high tech firm cohorts starting up in the Dallas- 
Ft. Worth area from 19G0 to 1980 reveals cer- 
tain tendencies for dispersion and for greater 
job generation to occur as a result of small firm 
activity than large, although large firms con- 
tinue to account for the bulk of total employ- 
ment. 

Chapter 6 treats the agricultural revolution, 
which flicks sees as accompanying the new 
industrial revolution and as going far beyond 
earlier mechanization in altering production 
functions, especially in lil>erating agricul- 
tural production from traditional locational con- 
straints. 

Chapter 7 examines the difficulties faced by 
the local public sector under conditions of 
changing residential and commercial patterns 
of location. The central focus is on the heavy 
dependence of local governments on the prop- 
erty tax and the increasing constraints on the 
extent to which the current tax system can be 
expected to generate adequate revenues. 

Essentially Hicks’ analysis proceeds at two 
levels. The first is a highly optimistic - interpreta- 
tion of the recent experience of reduced growth 
and apparent industrial decline as one of re- 
structuring and repositioning, resulting in com- 
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petitive strengthening of the economy and a 
clear net social gain. The other is a selective 
empirical analysis of locational rearrangements 
of firms and industries with special reference 
to large metropolitan areas. 

At the first level, Hicks offers a suggestive, 
even provocative, interpretation of current de- 
velopment. Development is seen as a process 
of ceaseless change in which the economic 
> health of a city or region is equated with its 
j capacity to adjust. Yet development in the new 

I era as well as the old proceeds in a highly un- 

even fashion, favoring some industries and 
firms as well as regions, cities and groups of 
workers while leaving others in distress over 
protracted periods. Hicks' failure to examine 


in any depth the rise of services (especially pro- 
ducers’ services) and the increasing internation- 
alization of business, along with a more general 
failure to explain why the old era cjf growth 
was replaced by the new, leaves us with little 
guidance as to how to cope with such change. 
It is unrealistic to anticipate that an affluent 
democratic society will long tolerate such in- 
equities without demanding some ameliorating 
public policy. 

At the second level, the empirical analysis 
based on close observation of certain aspects 
of development within the Texas economy 
makes a useful contribution. 

Thomas M. Stanback, Jr. 

Columbia University 
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820 lailxir markets, public policy 
830 Trade unions, collective bargaining. 

lalxir-iiuinagcmciit relations 
840 Demographic economics 
850 Human capital, value of Imniaii life- 

900 Welfare programs. Consumer economics, 
Urlian and regional economics 
910 Welfare, health, and education 
920 Consumer economics 
930 Urban economics 
940 Regional economics 
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Editor's Note 

Our policy is (o annotate all Fhiglish-laiigiiagr I Minks on economics ami related subjects that 
are sent to us. A very lew foreign-language I looks are called to our attention and annotated by 
our consulting editors or others. Our stall does not monitor and order looks published, theiclbre. 
if an annotation of u Imok does not appear six mouths alter the publication date, please write to 
us or the publisher concerning the Imok. 

An index to the Annotated lAstinn of Sen Hook* will ap|iear at the end ol the C o' in' ml Index 
in the Deocinlier issue. 


000 General Economics; Theory; 
History; Systems 

010 GlsNKHAI. E< <1NOMI< S 

ns. S., i-:i si.. The .wiener and praxis of roinplexitt/: 
Contributions to the stpnpoxium held at Montpel- 
lier. Pianee. !)-ll May. IHA4. Tokvo. I’nited Na- 
tions I'nisersity. 1985. 1’p. siii. .384. $25 ()<), |w|xt 
ISBN 92-808- .W» 8. JHh 87-0340 

Twenty-five pa|iers from a svni|>osium on th< • 
nature ami behavior of rumples dvnumic systems 
au<l the phemum-iion of complexity . ’Hie first sec- 
tion discusses various epistemological and theo- 
retical aspects ol complexity, such as simplifying 
complexity . tin' definition ol tximplexity. the 
pcrvasis'cuess of complexity, and complexity ami 
meaning. The second section comprises Hs »• pajH-l's 
written by pructitionei s from the point ol view ot 
their respective disciplines, uichiding complexity 
and causality, consequences ol complexity in eco- 
nomics. complexity of interdependentx- in lising 
systems, aurl quanta anti relativity . Section three 
deals with the complexity of natural systems, relat- 
ing to society and the environment . iximplcxity 
ol ecological systems, and a concept of ixxitcclinol- 
ogy. Section lour discusses complexity in the social 
sciences and its importance in political decision 
making, including complexity in sociology, man- 
agement of ixnnplexity. and complexity and drillin' 
racy. Concludes with an overx'iew that charts the 
fleets of complexity No index. 

[■hns, Kai.imi T. and Stunk. Ckhai i> W. Knmmnirx . 
'lliiril edition. Clcnview. Ill , ami I /union: Scott. 
Forextnau, (1981. I984( 1987. I*p. xxxi. 790. 
$29.00. ISBN 0-673-10075-9. JPL H7-WU1 

Tliird edition of tins introductory textbook in 
crxmomics lias lieen reorganized anti revisetl t<> 
imxirporute recent events and data. [See JkL no. 


S t- (M2 foi annotation of si-rx iiirl edition 1 Ineluiles 
a discussion of ihe lass and <-txmomies, (iraiuiu 
Hodman tax hill, structural xcrxiis csclical deficits, 
industrial policy. and iuteination.il sariations m the 
selocily of money Tin- authors are at the Mi-trojxil- 
il.m Stale College and tile I'liiseisits of Colorado 
at Denser. Clossars. name ami subject nidi-xes. 

Ci.om„ A it i in a C. sndCiiii.i. John I’ eds Sa- 
tional dirretoni of eorporutr puhlie affairs 1987 
Fifth etlition. Washiiigton l> C t .oluiubia Bonks. 
(1983. . . l9S0j l*J.S7 I’d '.'.I ' 'x p\ 

t) 910118 82- I 

Piosidcs a pie 
piofcssion m tin 1 
p«-ople and nu liu . 
from sslm-h the ■ 
ixmdueteil. Con, 
year long res lev. 
sourec.s asailabh l<< . 
section' Tin- lirst in an 

1,500 csiinpanies identified as h.uiiig pui-U* .Mail- 
programs, luehuh-s. ss lit're jxtssibh aihlic.ss ol tin 
coqHiratc headquarters. Washington address. jso- 
htie.il action txanmittee. hmndatiims. and publiea- 
tious. Siiminari/es plnlanfliropie ;m<l public adairs 
activities. The setxnid |>ail in an alphalietHtil liNtmg 
of some 11.500 eorjioi ale ollieials engaged in mlor- 
inatiimal |x>litical. and philanlliropie aetisitiex. 
Also txmtams indiistiy and gtxigiaplue indexes. 

Fokins. Pstl.. ed. The lit ingrronomti .1 inn' econom- 
ics ju the makinii. IjoihIoii and Ness Fork Kent- 
ledge and Kcgan Paul. 1980 l’p xs in. 398. $49.95, 
cloth. $15 95. paper. ISBN 0-7102 0948-0. plsk 

Jh.l. S7-0.U.} 

Thirty-nine essavs resulting limn the ssork of 
The Other Eixmoinics Summit tTOESl. an 'inde- 
pendent. international mitiatisc. seeking to de- 
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velop and promote u New Economies, bused on 
personal development and social justice, the satis- 
faction of the whole range of human needs, sustain- 
able use of resources and conservation of the envi- 
ronment." Most of the contrilMitions are drawn 
from two TOES conferences in 1984 and 1985. 
Part 1 focuses on conventional economics' "obses- 
sion with economic growth. " Papers discuss North- 
South issues, international debt, arms trade, and 
health implications. Questions current indicators 
of economic progress, such os the (INI’. Part 2 
presents a more detailed description of the philoso- 
phy of TOES. Part 3 presents plans for action, 
emphasizing increasing access to land, the use of 
cooperatives, and a new order of industrial priori- 
ties. Ekins is Director of The Other Econoinie 
Suininit (TOES) and is an eleetrieal engineer. 
Bibliography; index. 

Hll.DHF.Tll, Cui>nm>. The Cowles Commission in 
Chicago. 1939-7.9.5.5. lux-hire Notes in Economics 
and Mathematical Systems series, no. 271. Berlin; 
New York, lamdon ami Tokyo: Springer, 1986. Pp. 
176. $19.30, paper. ISBN 3-540-16774-9. 

JF.1. 87-0344 

A report on work conducted by the Cowles Com- 
mission tor Research in Economics between 1939 
and 1955. Reviews changes in the organization of 
the Commission. Outlines the work on simulta- 
neous equations and covers the developments in 
the probability approach, identification, estimation 
and testing, applications, and thixirv and applica- 
tions. Discusses research in activity analysis and 
related topics and later extensions and applications 
of work conducted hy the Cowles Commission. 
Hildreth is a faculty member in the l>epartment 
of Economics at the University of Minnesota. In- 
dex. 

Manskiei.d, Edwin andBeiihavesii, Nahiman. Eco- 
nomics U$A. New York and London: Norton, 1986. 
Pp. xvi, 593. $29.95. ISBN 0-393-95508-7. 

JEL 87-034.5 

Adaptation of the fifth edition of the introduc- 
tory-level textbook, Economics: Principles. Prob- 
lems, Decisions, by Edwin Mansfield. Basis of a 
multimedia education project developed under a 
grant from an Annenberg/Corporation for Public 
Broadcasting Project that integrates text, video, 
and audio; broadcast as a PBS television series. 
Can be used to accompany the telecourse, “Eco- 
nomics U$A," or as a text in a traditional one-se- 
mester survey lecture course. Designed to use eco- 
nomic events in past and present U.S. history to 
teach basic principles; incorporates case studies 
throughout. Organized as follows: introduction; na- 
tional income and output; money, bonking, and 


stabilization policy, economic decision making 
(firm, consumer, and society); distribution of in- 
come. and growth, the government, and interna- 
tional economics. In addition to the textlamk, the 
elements of the complete telecourse include: a 28- 
part television series, telecourse study guide, text 
review guide, 28-part audio series, faculty manual, 
and test hunk. May also lie adapted for a two-se- 
rnester principles course, Mansfield is Professor 
of Economies and Director, Center for Economics 
and Technology, University of Pennsylvania. Beli- 
ravesh is Vire-President of U.S. Services, Wharton 
Econometric Forecasting Associates. Philadelphia. 
Clossary; ind< x. 

Mason, Eiiwakd S. The Harvard Institute for Inter- 
national Development and its antecedents. Mono- 
graphs on Development series. Cambridge. Mass.: 
Harvard University. Harvard Institute for Interna- 
tional Development, I-anham. Md.: University 
Press of America, 1986. Pp. x, 97. $8.50, i>apcr. 
ISBN 0-8191-555.3-5. JEL 87-0346 

An account of the antecedents of the Harvard 
Institute for International Development. Covers 
its early years as the Harvard Advisory Croups 
and the Development Advisory Service and de- 
scrilies the nature of teaching, research, and proj- 
ect formulation and appraisal. Also descrilies the 
overseas projects, teuching, and research con- 
ducted by the Harvard Institute for International 
Development. Mason is Thomas W. I-umont Uni- 
versity Professor Emeritus, Harvard Institute for 
International Development. No index. 

McCmiskey, Donai.d N. The writing of economics. 
New York: Macmillan; lumdon: Collier Macmillan. 
J987. Pp. viii, 63. Paper. ISBN 0-02-379520-4. 

JEL 87-0347 

Brief guide offering advice to improve clarity and 
readability in the writing of economics. Illustrates 
how the factual rules of rhetoric, style, grammar, 
punctuation, organization, word selection, and 
rewriting can contribute to the development of bet- 
ter writing skills for economists and social scien- 
tists. An earlier version appeared in the April 1985 
issue of F.corunnic Inquiry. McCloskey is Professor 
of Economics and of History, University of Iowa. 
Index. 

Quahi.ks, Susan D., ed. Guide to federal funding 
for social scientists. New York: Russell Sage Foun- 
dation, 1986. Pp. xi, 382. $19.95. ISBN 0-87154- 
699-X, pbk. JEL 87-0348 

Prepared by the Consortium of Social Science 
Associations. Purpose is to introduce new scholars 
to the various federal agencies that provide funding 
for research and training, and to inform established 
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■ scholars of alternative funding opportunities in fed- 
, eral agencies. Intended to serve individual aca- 
‘ deinic researchers, nonacademic administrators 

[ and researcliers, student advisors, and professional 
groups. Contains nearly 200 se|iarute entries de- 
scribing over 300 federal programs. Most entries 
contain names of appropriate contact persons, l»id- 
get information, application and review proce- 
I duros, funding mechanisms, and examples of 

i funded projects. Also describes program’s interests 
| and priorities, the structure and organization of 

i the social sciences in the federal funding arena, 

including descriptions of the relevant professional 
associations in vurious fields. Discusses academics 
and contract research, pointing out tlie im |«>rtance 
i of preparation, the proposal process, and details 
utter a contract is awarded. Also contains some 
inside views of selected federal research funding 
agencies. The major portion of the Guide descriljes 
the many federal sources of research support. Also 
lists the five major federal statistical agencies and 
their data collections as well as federal and nonfed- 
eral information sources. (Quarles is willi the Con- 
sortium of Social Science Associations. Topical in- 
dex; listing of fellowship and research awards. 

Sutovsky , Tnum. Human desire and economic satis- 
faction: Essays on the frontiers of economics. New 
York: New York University Press, 1986. Pp. xii. 
2 09. $45. (K). ISBN (t-8147-7862-3 

JEL 67--ft349 

Fourteen papers (most previously published) 
deal with the relationship between economies and 
psychology. Part 1 is devotes! to welfare and its 
1 distribution, and includes a discussion of inequality 
and the relationship lie tween economic and human 
welfare.. Part 2 explores rationality and its links 
to the Puritan ethic. Part 3 discusses the survival 
of capitalism and deals with a Ixmefit of monopoly 
capitalism. Part 4 contains several papers related 
; ou the nature of economic progress, discussing 
changes in consumer tastes, the desire Ibr excite- 
i meat and for job importance, subsidies for the arts. 

• the economy's impact on family and social rcla- 
J tions, and the use of psychology in the history of 
J economic thought. Scitovsky is Professor of Eco- 
| noinics Emeritus, Stanford University. Name and 

1 subject indexes. 

^ ISeuxjn, Arthur] The unfinished agenda . Essays on 

i the political economy of government policy in hon- 
j our of Arthur S eldon. Edited by Martin J. Aniikh- 

son. lxnidon: Institute of Economic Affairs, dis- 
> tributed in North America by Transatlantic Arts. 
^ Albuquerque, New Mexico, 1986. Pp. xii, 152. 

} $15.95, paper. ISBN 0-255-36191-2. 

? JEL H7-0350 


Collection of eleven essays in hoitor of Arthur 
Seldon’s seventieth birthday, presenting a survey 
of lilierul and neo-lil>eral economic thinking on tlse 
scope and limitations of government and the role 
of markets in formulating policy. Reviews Seldon’s 
contributions over the |wst thirty years. The papers 
discuss: the need for advances in public choice 
theory; the welfare-redistribution policy dilemma 
since the end of World War I, the power of lal»or 
unions; the new anti-trust economics; the ideas 
and influence of Sir Arnold Plant, the contributions 
of Austrian economies; the importance of rational 
expectations in macroeconomics, the success and 
failure of econometrics, the success or failure of 
lilx'raJism in the United States and Britain; and 
the moral imperative of the markel. Anderson is 
with the Institute ol Economic Affairs, Izmdon 
No index. 

See also. Book Numbers JEL 57-0360. 67-0361. 

67 (1373. 67-0396 

020 Gknkrai. Economic Theory 

Benassy. Jkan-Pascai.. Macroeconomics. An intro- 
duction to the \on-Wtdrasian approach. Economic 
Theory. Econometrics, and Mathematical Eco- 
nomics scries Orlando, Flu., Izindon. Montreal 
anil Tokyo. Ilarcourt, Bract , jovauosich, V udemic 
Press. 1966. Pp xiii, 250. $26.05. |iaiier ISBN 
0- 1 2-086426-6. m 

A review of in 
non- Walrasian m. 
microeconomic ti • ■ 
rocconoinic modi ! 
limy m.ieriKfonou' 

I Met of various h> 
wages and prices i 
models and discus-, 
to combat nnemploMiieiit 

anee of payments. Part 4 consists of its ii.itun iu.m 
els and cover s cost and demand inllation. fin* Phil- 
lips ciine. and business cycles. Part 5 incorporates 
the role of expectations in iiiacloeconomic iihkIcIs 
and covers non- Walrasian prices and perfect lore- 
sight and the employment effects and realism of 
alternative expectation schemes. Ben.cssv is associ- 
ated with the Ecolc Xorinale Supcricurc. Paris. 
Bibliography ; index. 

Bih.vn. Ei.izvrk.tii U.iivhn and Kii hn.vn, JdsEI’ii 
J. Macroeconomics : Theories and applications. 
St. Paul. Minn.: West. 1987. Pp. xviii. 569. ISBN 
0-314-25867-1. JEL 67-0352 

Intermediate macroeconomics textlxxik that fo- 
cuses first on issues and then shows how the differ- 
ent schools of tltought help explain them. Empha- 
sizes connections lietween economics and lmsiness 
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and finance. Special features include explanation 
of the connection of financial markets to the sav- 
ings-investment process; discussion of recent insti- 
tutional changes that affect the nature of. and de- 
mand for. money, the motivation Ireland the tux 
cuts of 1981 and 1986; and separate treatment of 
business fluctuations. Examines the perspectives 
of classicists. Keynesians, monetarists, supply aid- 
ers, and neo-classicists and neo- Keynesians. Di- 
vided into seven parts: an introduction and the 
circular flow models and national income ^count- 
ing; classical and Keynesian theory, emphasizing 
aggregate supply and demand; government, house- 
holds. and business, finance and money; inflation 
and unemployment, fluctuations, growth, and pol- 
icy; and the open economy. Bogun is a Professor ol 
Economics and Kiernun is an Assistant Professor oi 
Economics and Finance, both at Eairleigli Dick- 
inson University. Instructor's manual, test bank, 
study guide, and transparency masters are avail- 
able. Glossary , index. 

Brown, C. V. and Jackson, P. M. Public sector 
economics. Third edition. Oxford and New York: 
Blackwell. [1978. 19821 1986. Pp. xii. 512. *60.00. 
eloth; $24.95, paper. ISBN 0-631-14588-5, pbk. 

JEL 87-0353 

Third edition of a textlxxik on public sector eco- 
nomics. Changes from the previous edition in- 
clude; more recent data on publie sector trends, 
a fuller treatment of the state, the presentation of 
a theory of public spending growth, a discussion 
of public sector performance measurement, and 
revision of the chapters on taxation and poverty. 
[See JEL no. 83-0403 for annotation of the previous 
edition.) Name and subject indexes. 

Bum.. Hans Ulhicii. A neo-classical theory of distri- 
tmtion and wealth. Iz-cture Notes in Economies 
and Mathematical Systems series, vol. 262. Berlin, 
New York and Tokyo: Springer, 1986. Pp. 146. 
$17.50. paper. ISBN 3-540-16062-0. 

JEL 87-0354 

Develops a neoclassical model to study the im- 
pact of workers' and capitalists’ objectives, i.e.. 
the distribution of capital and income in general 
and its relation to wealth and economic growth. 
Surveys various models that use differential games 
to account for these objectives and finds that they 
show that the noncooperative game element will 
usually bring about inefficiency if there are no 
other mechanisms driving the systems toward the 
cooperative solution. Formulates a discrete eco- 
nomic model to derive and analyze optimal strate- 
gies for both worker and capitalist objectives and 
compares them in the noncooperative and coopera- 
tive case. Also modifies the model to consider per 


capita values in addition to aggregate values. The 
conehiding chapter discusses the results. Buhl is 
at the Institut fiir Wirtschaftstheorie und Ojiera- 
tions Research. Karlruhe University. West C Ger- 
many. No index. 

Giik.hniak, CmusTomKH. Minimal rationality. Com- 
putational Models of Cognition und Perception se- 
ries. Cambridge. Mass., and laindon; MIT Press, 
1986. Pp. x. 161. $19.95. ISBN 0-262-03122-1. 

JEL 87-0355 

A theory of the minimal rationality required to 
qualifv a person ;ls an agent, that is to have a cogni- 
tive system of lielicfs, desires, perceptions, and 
actions. Part 1 discusses the conception of a mini- 
mal agent including minimal rationality, feasible 
inferences, and rationality and the structure oi hu- 
man memory. Part 2 is devoted to the epistemolog- 
ical implications of perceiving such a minimal agent 
as having fixed limits on cognitive resources. Dis- 
cusses the implications of minimal nitioiialitv for 
the theory of knowledge ami for the universal ac- 
ceptance ol "logic." the '"special reasons require- 
ment.” and the limits for knowledge. Cherniak is 
a faculty memlier in the Philosophy Department 
at the University of Maryland. Index. 

Coui-.m, Thank A. Microeconomic princifdes. New 
York: Oxford University Press, 1986. Pp. xi. 413. 
$24.95. ISBN (1-19-520536-7. JEL 87-0380 

Designed for advanced students with some back- 
ground in mathematics. Emphasis is on equilib- 
rium theory. Begins with an analysis of production, 
followed by a discussion of the firm, the consumer, 
households, workers, und proilneers. Analyzes ag- 
gregation, general equilibrium, efficiency, and the 
equilibrium system. Also covers uncertainty, stra- 
tegic Injiavior, incentives, and welfare. Through- 
out, mathematical language is used . .as an 
expository device and as a powerful method of 
proof.” Reading lists and exercises are included 
at the end of each chapter. Appendices provide 
seh*cted proofs and answers to exercises. Cxiwell 
is a Header in Economies at the i-iondon School 
of Economics and Political Science. Index. 

Day, Rk.'iiahd H. and Ei.iassdn, Gi'nnak, ixls. The 
dynamics of market economies. Amsterdam ami 
Oxford: North-Hollund in cixiperation with the In- 
dustrial Institute For Economic ami Social Re- 
search, Stockholm; distributed in the U. S. und 
Canada by Elsevier Science, New York, 1986. Pp. 
x, 512. $65.00. ISBN 0-444-87841-6. 

JEL 87-0357 

Eighteen papers, comments, and discussion 
from a conference dealing with the dynamics of 
decentralized market economies at Saltsjobadeu 
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near Stockholm in August 1983. Conference was 
sponsored l>y the Marcus Wallenberg Foundation 
tor International Cooperation in Science. Papers 
focus on the workings and growth of decentralized 
economies and how their performance can l>est 
lx- improved by public policy. The lxx>k is divided 
into four |xirts. theories and models of dynamic 
economic systems, technology and innovation; in- 
stitutions and markets; and general discussion and 
commentary. The contributors are mainly econo- 
mists. Day is at the University of Southern Califor- 
nia. Eliussou is with the Industrial Institute for 
Economic and Social Research, Stockholm Index. 

Dkhhko, GkhahI). Mathematical economics: Twenty 
fMtfwrs of Gerard Drhrru. Puperliuck reprint. In- 
troductiou by Wkunkii Hii.dknhkand. Ecimomct- 
ric Society Monographs series, no. 4. Cambridge, 
New York and Mcllxmrnc: Cambridge University 
Press, 1198.3] 1986. Pp. xii, 2.50. $14.95, paper. 
ISBN 0- 521 -.33561-2. JEI. 87-0358 

Pa|XTb;u-k reprint |See JEI. ho. tyl-OOlO (iir 
annotation Sec ] El.. September 1984 (Vol. 22, 
no. .3), p. 1 1 18 lor review. | 

Fsiim. Antk. A model of the price mechanism. Swed- 
ish Institute for Social Research series, no. I. 
Sttx'kholm: University of Stix-klmlm. distributed 
by Ahntjvist and Wiksell International. Stixkliolm. 
1980. Pp 80. $Skr 86.00. paper. ISBN 91-22- 
(KW.34-9. JEI. 87-035.9 

A synthesis of imxlern noneoopcrativc decision 
theory anil the tenets of classical demand anil sup- 
ply analysis for an examination of the price mocha 
nism. Reviews the process of decentralized pi'iis* 
setting, dismisses iioucooperativc flexible pi icing 
in a homogeneous market, anil provides alternative 
views of oligopolistic pricing. Covers noncompeti- 
tive etpiilihria in atomistic markets, job scinch and 
effective lalxir supply, and effective lalmr supply 
and the optimal wage sotting A doctoral disserta- 
tion grunted at the Ullivi-r.sitv of Stockholm. No 
index. 

Cii.mi. Beniamin and Kaisii, Stani.i-.i. ills. Hand- 
book of behavioral economies. Volume A. Hehar- 
ioral microeconomics. Greenwich, Conn. , ami 
lamdoii; JAI Press, 1988, Pp. xxiii. 352. ISBN 0- 
892.32- 7(KMi. JEI. ST-OWO 

'Ihirteen papi-rs discuss topics in behavioral mi- 
croeconomics. Part 1 deals with the methods anil 
tools of Ix-liavioral economics. Part 2 is devoted 
to consumer liehuvior and discusses developments 
in consumer Ix'havior research, adv*‘rtising. anil 
choices with alternatives. Part .3 discusses the the- 
ory of the firm and analyzes issues in entrepreneu- 
rial and managerial liehuvior, intrafirm and extra- 


firm considerations in productivity, and industrial 
organization. The contributors are mainly econo- 
mists. Cilud is Assistant Professor of Management 
ami Kaish is Professor of Kconoimcx at Rutgers 
University, Newark. New Jersey. No index. 

Cii.au, Benjamin and Kaisii, Stanley, eds. lland- 
Iniok of behavioral economics. Volume B. Behai - 
ioral macroeconomics. Crcenwich. Conn., and 
London: JAI Press. 1986. Pp. xxiii, .312. ISBN 
0-892.32-701-4. JEL 87-0.36/ 

Thirteen jiapcrs address topics in behavioral 
inaerianmoinies. Part I assesses im|xu-t oi rational 
ex|XT-tation.s on the analysis oi inflation and busi- 
ness cycles anil examines tin- Ix-liavioral character- 
istics of saving Ix-hasior. Part 2 deals with the rele- 
vance of Ix-liavioral insights to the liiriiiulution and 
iin|uict of public eixmomic policy. Part .3 is devoteii 
to an analysis ol the role of values and attitudes 
in the process of economic growth and develop- 
ment. Part 4 considers Ix-liavioral analysis of the 
stixk market. Tin- contributors are mainly econo- 
mists. Cilad is Assistant Prolessor i if M aiiagemi-iit 
and Kaish is Professor of Economics at Rutgers 
University. Newark. Ni-wjeisey. No index 

IIasii.in. Ai.xn P. Ethics, economies and the stair 
New York. St Martin s Press, 1980 Pp x. 19S. 
$32.50. ISBN 0-312-26517 6 JEI. 87-0362 

Explores the relationships lietxveen ellucs. eio- 
iiomics, and the state •;> 1 

approach invoKm- 
phy, ami ethics. ' 
as the starting 
with individual i 
the institutional o 
ethical j nstifii-.lt o 
sical view of ratine 
fixe m yir schools • 
ism, Paretianixin. Iihci.ilis... 

M arxian ethics. Considers xaiious unv. ol Uu 
state, describing alternatives lor lesohing tensi ms 
Ix-tueen r.ltionalitx and ethics li.imlm is a Lec- 
turer in Economies at the l nixeisitx ol Southamp- 
ton. Index. 

IIii.i.iek. Buns. Macroeconomics. Miulcls. debates 
and developments. Oxford and New lurk Blark- 
well. 1986. Pp. x. 225. $49.95. cloth. $14.95. jm 
per. ISBN 0-631 1 114.3- X JEI. 87-0363 

Intermediate undergraduate tcvlliook examines 
major theoretical debates that have taken pliux* 
siix-e the publication ol Key ness Gcnentl Theory 
of Employment . Interest and Money m 1936. io- 
dises on the issues at stake in the controversies. 
PiiTv<|uisifes are elemeiitan algebra ami geome- 
try'. Part 1 examines the classical imxtel. Keynes’s 
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reasons for denying its validity, and John Hick's 
1S-LM model as an interpretation of some of 
Keynes's ideas and as a tool for policy analysis. 
Fart 2 develops the neoclassical synthesis and asks 
whether Keynes’s model is a special case of the 
classical model dependent on the assumption of 
money-wage rigidity; also examines the res|xmsc 
that the synthesis misrepresents the* issues. Fart 
3 focuses on whether fiscal policy really matters 
and the roles of wealth effects and the govern- 
ment budget constraint in the “crowding out" do- 
Itate. Fart 4 considers the inflation-unemploy- 
ment trade-off dehate. Fart 5 discusses whether 
macroeconomic policy really matters, i.e. . the new 
classical macroeconomics, the activist-nonuctivist 
deliatc. and the claim that a predictable, deter- 
ministic monetary jKilioy can have no effect on 
real magnitudes in the economy. Part 6 examines 
the debate almut whether it is ixissihlc to set 
fiscal and monetary policies independently from 
an exchange-rate target. Hillier is Iax-turer in Eco- 
nomics, University of York. Bibliography; index. 

(Herr. W. H.] W\ II. Uutt ; An economist for the 
lottH run. Edited by Moat. an O. Reynolds. Chi- 
cago; Hrgnerv Books, Gateway Editions tor and 
in association with The Heritage Foundation, 
Washington, D C., 1986. Pp. 160. $7.95. paper. 
ISBN 0-89526-797-7. JEI. 87-0364 

A Festschrift in tribute hi W. H. Hutt whose 
writings have followed classical economics and are 
highly critical of Keynes. His major contributions 
include tlie development of a comprehensive the- 
ory of idle resources, the concept of consumer sov- 
ereignty, and a theory of collective bargaining, all 
with an emphasis on the "free market. " Consists 
of five essays, including two by the editor and one 
by Hutt on “The Principle of Social Justice." Hutt 
argues that justice ", . .is achieved and aggregate 
income from ownership of the community's aggre- 
gate assets is maximized when entrepreneurs are 
free to purchase assets of given attributes (or the 
services of assets) at the minimum prices needed 
to attain them.” Other essays include: “Razing 
Keynes: An Economist for the Long Run" by Tho- 
mas Hazlett; "Economists and the Public Revis- 
ited" by Arthur Shenfield; "Collective Bargaining 
or Economic Pluralism” by Ralph Horwitz; and 
“On the Economics of the Colour Bar” by Morgan 
O. Reynolds. Also includes an interview with 
W. H. Hutt by Morgan O. Reynolds. Reynoldx is a 
Professor of Economics at Texas A&M University. 
Includes a list of Hutt’s publications. No index. 

Miller, Merton H. and Ukton, Charles W. Mac- 
roeconomics: A neoclassical introduction. Chicago 
and London: University of Chicago Press, [1974] 


1986. Pp. xvi, 367. $14.95, paper. ISBN 0-226- 
52623-2. JEL 87-0365 

Second edition of a macroeconomics textliook 
otters an alternative to the standard teaching ap- 
proach that premises equilibrium with a substantial 
amount of unemployment. Section one descrilies 
the full employment equilibrium path of a growing 
economv with flexible wuges and interest rates. 
Subsequent sections deal with consumption and 
saving, government finance, money and the price 
level, and unemployment. Revised and expanded 
treatment is given to basic issues such as the work- 
leisure choice, human capital, consumption-saving 
decisions, the iiiicrofoiindations of unemployment, 
maerotheory of short-run unemployment, tlie Phil- 
lips curve, stagflation, and rational expectations. 
Miller is Ix*oii Carroll Marshall Distinguished Ser- 
vile Professor in the Graduate School of Business 
at the University of Chicago. Upton is Associate 
Professor of Economics' at Hntfirrs University. A 
version suitable for IBM-comi>utihle personal com- 
puters for a “hands-on" inixlel of the underlying 
text is available. Index. 

Moulin, Hkkv£. Einhty-nitie exercises with solutions 
from fianw theory for the social sciences, second 
and revised edition. Studies in Game Theory uud 
Mathematical Economics scries. New York ami 
Ijondon: New York University Press; distributed 
by Columbia University Press, N.Y., 1986. Pp. 
x. 1,56. $25.00. cloth; $7.50. paper. ISBN 0-8147- 
5432-5. JEL 87-0366 

Eighty-nine game theory exercises with solutions 
dealing with two-person zero-sum games; tactical 
exchanges of information; dominating strategies; 
sophisticated and perfect equilibrium, Nash equi- 
librium. stability of Nash equilibria; mixed strate- 
gies, correlated equilibrium, coalitional stability: 
the core; and threats and rejietition. No index. 

Moulin, Hkkv£. Game theory for the social sciences, 
second and revised edition. English translation. 
Studies in Game Theory and Mathematical Eco- 
nomics series. New York: New York University 
Press; distributed by Columbia University Press, 
N.Y., [1981, 19821 1986. Pp. xi, 278. $30.00, cloth, 
$14.50, paper. ISBN 0-8147-5430-9. 

JEL 87-0367 

Second edition of a graduate textliook presenting 
the key concepts of strategic game theory. [See 
JEL no. 83-0018 for annotation of first edition. I 
Part 1 is devoted to names in which each player 
has an optimal strategy such that the outcome of 
the game is deterministic. Part 2 deals with non- 
cooperative scenarios and covers dominating strat- 
egics, sophisticated and perfect equilibria. Nosh 
equilibria and their stability, and mixed strategies. 
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Part 3 discusses cooperative strategics and covers 
correlated equilibrium, coalition stability, and 
threats and re|>etition. Chapters contain exercises. 
Accompanied by F,iu.hty-nine Exercises with Solu- 
tion * from Game Theory for the Social Sciences, 
Second and Revised Edition. Author and subject 
indexes. 

Nitzan, Siimuki.ani) Pahoi'sii. Jaixih. Collective de- 
cision mukinn: An economic outlook. Cambridge . 
New York and Sydney: Cambridge University 
Press, 198.5. Pp. x, 132. ISBN 0-521-30326-5. 

JEL S7-o:m 

Explores the economic implications oi' a simple 
theoretic approach to collective choice. Provides 
a historical account of the liasic model and indicates 
economic implications and applications. Presents 
the basic dichotomous choice- framework, dealing 
with two issues, optimal decision procedure for a 
decision making laxly and characteristics oi |vitcn- 
tially optimal decision rules. Extends the model 
and successively relaxes the assumptions, dealing 
with typical economic considerations, asymmetry 
lietween alternatives, interdependence among in- 
dividual decisions, identifying optimal decision 
rules, individual decisional competence and major- 
ity rule, sequential decision processing, and multi- 
ple choice. Concludes with thus- direct applica- 
tions of the approach in economics, medicine, and 
law Index. 

OUPK. SNOOK, Pr.ri-.H C. Game theory and political 
theory. An introduction. Cambridge, New Yoik 
and Sydney. Cambridge University Press, 1986. 
Pp. xv, 511. ISBN 0-521-30612 4 

JEL ,s7-um 

Introduction to the theory of politics imluding 
its central results, its internal logic of proofs, its 
rixits in decision theory/game theory, and the de- 
gree to which formal models of political science 
form an integrated whole. Organized as billows, 
individual preference and individual choice, indi- 
vidual preference and social chons-, liasic theory 
of noiusxiperative games, elections and two-person 
zero-sum games: tioii-zeni-suui games (jxilitical 
economy, public goods, and the prisoners di- 
lemma); institutions, strategic voting, and agendas. 
cixi|x-rative games iuid the characteristic function, 
the core; solution theory; and research frontiers 
related to repeated games ami information. Ordc- 
slaxik is at the University of Texas. Austin. Index. 

Rkisman, Davus. The economics of Alfred Marshall. 
Foreword by G. L. S. Siiai.ki.i-:. New York: St. 
Martin’s Press, 1986. Pp, ix. 4.3.3. $32.50. ISBN 
0-312-2.34,30-9. JEL 87-0370 

Examines Marshall’s theories and evaluates 
them, explaining bis contributions. Pays particular 


attention to assumptions, constraints, tentative 
conclusioiis, and distinctions that are not always 
clearly set forth by Marshall. Concerned with the 
heart oi Marshall’s analyses such as. demand, in- 
cluding the demand curve and its antecedents, the 
incninc effect, and consumption, supply, emphasiz- 
ing the supply curve, ixist anti time, and normal 
values and representative firms, the internal anti 
external economics of size; the diseconomies oi 
size and the effect of time periods; market struc- 
tures. fix-using tin periect and monopolistic couipc- 
tition and mtiiio|X>ly anti nligopnly. distributitin. 
land, including its supply and rents and exists, the 
demand ant) supply of lalxir and the influence of 
trade iiihoiis: the demand and supply of capital 
and human capital, anti organization, describing 
its nature and the supply of organizational ability. 
Reisinan is a Senior Iz-cturer in Economics at the 
University of Surrey. Index. 

Samcki.siin, Pst i. The collected scientific papers of 
Paul A. Samttelson. Volume V. Etiited by Kvik 
CKtiw i.t.v. Cambridge. Mass., and Iziwlon. MIT 
Press, 198<i. Pp. xii. 1052 $05 00. ISBN 0-262- 
19251-9 JEL 87 -0371 

Contains ninety six articles. all of Paul Samuel 
son’s scientific contributions from 1977 to 1085 
as well as pajx-rs of a biograpliie.il nutiiic and on 
current topics. P.i|H-r\ ,ue giou|H-d into eight parts 
as billows economic - 

Keynes, and St lei 
ries of Marx. Kcv 
|X-is>, internal iei 
eliastie tlieorv it" ■ 

(seven pa|X-is'. e- 
l>iograpliH-.d .mo 
teen p.i|x-rsl. ai. 

(twenty papei si Si . 
duetioe , ol original artu l< 

few typographical and mix lianii al ■ irois < limit . 
was ixx-ilitor ol the fourth volume Index 

Sell xki-h, Mxhtin. Resource rxtnictum and aim set 
■structure la-cture Notes ill Eixiiltimies and Mathe- 
lnatieal Systems -a-ni-s. vol 263 Berlin, New fork 
ami Tokyo. Springer. 1986. Pp. i\. 154. $17.50. 
jiaper ISBN .3-540-16081-7. JEL 87-0172 

Develops a mill iHvniiouiic oligopoly model of 
resource extraetiiiii. Surveys unxli-ls using monop- 
olistic or pure conqx-litive market structure, ana- 
lyzes mtxlels that ixmsiiler uncertainty alxiut the 
size of the resource stix-k. future teehnologies. and 
theixist of developing a substitute ioi tile resource, 
introduces liasic results of the tlieorv ol differential 
games: anil discusses models ol chuipolistic markets 
of an exhaustible resource. Pnx-ei-ds to develop 
an oligopoly model of a resource market as given 
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by a differential game of more than two players 
and compares the results from previous ehupters 
to derive explicit implications for prices, quanti- 
ties, and the market structure. Computes charac- 
teristic examples using the model and finds that 
the extraction liehavior of oligopolists de|>euds on 
the cost structure, time horizon, and initial re- 
source endowments. The general conclusion is that 
the market equalizes the oligopolists, i.e., their 
|K>licies converge. Schafer is at the Ihiiversitat tier 
Bundeswehr Hamhurg. West Cermany. Bihliogra- 
phy; no index. 

SriCLKK, Gkohck J. The iwrur of Stiller. Kdited 
hy Ki kt R. Lfi'Bk vm> Thomas Calk Mooiii: 
Foreword hy W. Gi.knn Cvmhbki.i.. Stanioixl, 
Calif Stanford University, Hoover Institution 
I’ress, 1986. Pp. xxviii, 377. $35.95. ISBN 0-8179- 
8461-5. JEI. ST -0.37.3 

Published in honor of George Stigler’s 75th 
birthday, this volume contains twenty -three es- 
says, selected from Stigler’s writings The first part 
deals with Stigler's contributions to economics, 
with five essays concerned with the economics of 
minimum wage legislation, the division of labor, 
economics of scale, economics of information, and 
theories of economic regulation. The second part 
treats contributions to |>olitical economics, cos cl - 
ing the intellectual and the marketplace, goals ol 
economic policy, the economist and the state, eco- 
nomic and political competition, and the processes 
and progress of economics. Five additional selec- 
tions make up the third part — eoutributious to 
industrial organization — covering a theory of oli 
gopoly. the dominant firm and the inverted um- 
brella, economic effects of antitrust laws, the case 
of electricity as a study of what can regulators regu- 
late, and the theory of regulation. Part -1 includes 
four contributions to tin- history of economic 
thought, such as a historical view of |>crfect coni|>c- 
tition. the theory of Fabian socialism, economics 
or ethics, and why the socialists have i>cen win- 
ning. The last part with four essays represents the 
“wit" of Stigler. It covers the exist of mode! 
changes, John Kenneth Galbraith, demand and 
supply elasticities, and the history of truth in teach- 
ing. Leube is a visiting scholar at the Hoover Insti- 
tution. Moore is a Senior Fellow at the Ihxiver 
Institution. Index. 

Sticlek, Geohce J. The theory of price. Fourth edi- 
tion. New York: Macmillan: London: Collier Mac- 
millan, [1942 . . .19661 1967. Pp. viii, 369. .$26.50. 
ISBN (M)2-4 17400-9. JEL 87-0374 

Revised edition of an introductory textlxMik on 
the essentials of the theory of the allocation of re j 
sources and the determination of prices. Much of 
the book has been rewritten; main additions are 


chapters on the economics of information and on 
the economic role of the state. Brief |v>rtraits of 
twenty major economists have been added. Spe- 
cific topics include: priix's and the enterprise econ- 
omy, the theory of utility; pricing with limited sup- 
plies. supplies ol productive services; exists and 
production, diminishing returns; returns to scale, 
the general theory nfixmipetitive prices, the theory 
of monopoly; oligoixily. cartels, and mergers, de- 
mand for productive services; rents and quasi- 
rents; wage theory, the size distribution of income, 
and capital and interest. Chapters conclude with 
lists of recommended readings and problems. 
Stigler is at the University of Chicago. Index. 

ITaiisiiis. l-omr] International monetary problems 
anil supply-side economies: Essays in honour of 
1 au ic Tarshis. Kdited by Jiin S. Ciiiikn and 
G. C. Haiu opiit. New York. St. Martin’s Press, 
1986. Pp. viii, 162. $27.50. ISBN 0 .3 1 2-42293- 
S. JEI. 57-0375 

Seven essays in honor of I xirie Tarshis. a Keynes- 
ian economist, presently Chair of the Economics 
Department of Gleiidon College. York University, 
Toronto. Paul Wells wonders whv Keynes felt that 
he had such a struggle to esea|ie from old itleas 
when "lie excelled at inventing new ones. ” Also 
examines how Key lies would eo|>e with overvalued 
exchange rates. Ronald I. McKinnon discusses the 
role ol lorcign-cxchungc dealers, |a>inting out that 
the Ibieign -exchange market cannot Ik- treated as 
if it were a market for ordinary flexibly priced com- 
modities. Susan lluwsou and 1). Is. Nloggridge 
contribute two essays dealing with the interna- 
tional monetary system. They address problems 
such as the u|>erutinn. relbrui. and influences on 
domestic policies ol the international system and 
the ramifications ol the mobilitv ol international 
shoit-tcrm capital. Walter S. Salaut discusses the 
claims ol supply-side economics that it increases 
employment and reduces inflation and the interna- 
tional as|M-cts of these claims. Til air Scitovsky ex- 
amines the U S. personal saving rate. Michael M. 
Weinstein dexerilies lessons that can In- learned 
from the experiences of the 1930s with industrial 
planning and economic |X>licy making. Cohen is 
Professor of Economics at the University of To- 
ronto. Ilarixmrt is University lax-turer in Econom- 
ics and Politics at Cambridge University. Index 

See also: Book Numliers JEI. 57-0.349. 57-0354. 

57-0425. 87-0402. 57-0464. 57 040.9. 

87-0470 

030 History of Eoisomic Tiioi'ciit; 

Mmtououxa 

FoiJiV, Duncan K. lender standing, capital: Marx's 
economic theory. Cambridge, Muss., and Lon- 
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don: Harvurd University Press, 1986. Pj>. viii, 
183. $20.00, cloth; $8.50, paper ISBN (W574- 
02088-0, phk. JEL 87-0376 

Intrixhictioi) to Karl Marx's ceonomic theory as 
well as a guide to fundamental passages in Marx's 
writings oil economics and to the overall structure 
of Marx’s economic ideas. Specific topics include: 
lulx>r, value, and money, the theory of capital and 
surplus value; production under capitalism, repro- 
duction of capital; equalization of the rate of profit, 
division of surplus value; the falling rate of profit, 
the theory of eapitalist crisis; and socialism Foley 
is Professor of Kconomics, Barnard College, Co- 
lumbia University. Index. 

Pnosru, Hahhy. Michael Votamji • A critical ex/msi- 
tion. SUNY Series in Cultural Pers|>ectivox. Al- 
bany: State l Ini versitv of New York Press. 1988. 
Pp. x, .354. $44.50, cloth; $14.95. paper. ISBN 
0-88708-277-8. JEL 87-0177 

A review of the contributions of Michael Pola- 
nyi— a physician, chemist, philosopher, and ii-oiio- 
niist. Divided into four i«arts — following the physi- 
cian approach — namely, diagnosis, prescription, 
treatment, and evaluation. Restates Polanyi’s |xisi- 
tion in each |xirt, together with the icasons for 
holding that position. Descrilies the indications of 
malaise in the inudcm mind and its causes, dis- 
cusses Polanyis approach to a studs ol the validity 
of science and knowh-dgc. followed hv an integra- 
tion of Polanyi s ideas alioiit generalizations, dis- 
covery, and verification. Describes Polaiivi's case 
fiir the existence of "ontological hierarchies and 
the iiteuniiigfuhicss of hiimaii achievement and tin 1 
significance of human life. In the esaluation. the 
author touches on a variety ofaie.es. including an 
analysis of diversities and dualism in Polanvi s writ- 
ings. Proxch is at Skidmore College. Indcv. 

Stanrki.ij, J. It. The economic thought of Karl Tola- 
tu/i. Lives tool livelihood. New York. St. Martin's 
Press. 1986. Pp. x. 102. $25.00. ISBN 0 3 12- 
2.3656 1. JEL 87-0378 

Intent is "to draw- attention to the possibility 
and necessity of an economics that is more existen- 
tial and human -centered than the conventional 
economics.” Considers the work of Karl Polanvi 
as “an excellent start toward a new way of thinking 
alxmt the economy and its place in society, of lives 
and livelihood." Credits Polanvi with arguing that 
beyond sufficient livelihixxl, preixx-upatioii with 
more economic wealth "greatly erixles the quality 
of human existence. " Reviews the life ol Polanvi 
and presents a summary of his works and cxmtribu- 
tions. describing his socialism; his founding of Co 
Existence, an interdisciplinary journal for the com- 
parative study of economics. Ins concerns for val- 


ues, ethics, and meanings in economic activity 1 , 
and his contributions to anthropology. Discusses 
Polanyi’s work on the methodology of economics, 
particularly general problems of methodology and 
historical problem of political economy, and his 
ixmtriliiitions to six-ial and economic integration, 
the political economy of market capitalism, and 
industrialism and freedom. Stanfield is Professor 
of Kconomics at Colorado State University. Port 
Collins. Index. 

Zahkmhka. Paoi.. Research in political economy. Vol- 
ume 9. A Research Annual. Creenwich. Conn., 
and laiiidoii’ JAI Press, 1986. Pp. vii, 252. ISBN 
0-89232 661-1. JEL 87-017.9 

Fight papers discuss asjR-cts of political economy 
in the Marxian tradition They consider, the vari- 
ous definitions, usages, and conceptualizations ol 
class in the literature ol vx ial aualv sis I Richard 
Wo)R and Steplicn Rcsnick), racial distrilmtion ol 
income, centering on an empirical analysis ol the 
dctcniiinants of the incomes of white South Afri- 
cans i Fred Curtis), a 'noiiecoiioiinstic reading of 
the Marxian theory ol value (Antonio Callaril a 
M arxian framework for the analysis ol wage detei 
initiation using a case study of the Sudanese agri- 
cultural lulxir markets i.Vbba.s Alxlelkai im). the mi- 
cro-macro dialectic as a basis lor a Marxian 
microfoundation (Jonathan P. Coldstoin '. implica 
lions of the Yugoslav model for Marx's vision of 
socialism and v ice vei sa • |ohn F. F.lhott and Joanna 
V. Sixitti similarities hotw, 

China ami the Suv n I 
Park) and the six • 
theories of six-iali- 
pl. inning theory 1 1 > 
tors are mainly < > 

State I'mversitv <a 

S re also Book Nnmbei-. ... 

040 Etoxovm IIim‘"<v 

Cmkm noss. Ai i i The inter of uar llntixh imhi'il 
on Cei'n n in rrpariititms. Oxtord and 

New York. Blackwell 19V* Pp v. 249 $.14 95 
ISBN (Mill- 14919-8. Jl l. 87-0380 

An account of Cernian reparations alter Win lu 
War II up to 1949. hv one who tixik p.ut in those 
negotiations. Begins with a historical review ol the 
concept of reparations, citing four problems from 
the past— the transfer problem in assessing a coun- 
try's ability to pay. the Ibmi of payment, the source 
of reparations funds, ami tin* effects on popular 
opinion. Karly and later wartime views are de- 
scrilx-d. (xiinting out that the treatment ol Ger- 
many was the subject of clalxiratc discussion in 
Rritnin long Ivefore peace was in sight. Details the 
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work of the Malkin Committee and traces discus- 
sions and developments from Yalta to Potsdam und 
to the final reparations plan. Discusses the latter 
in detail, noting its intent to institute a series of 
structural adjustments. Also discusses events alter 
the plan, the lading out of reparations, ami Soviet 
rejMrutions from East Germany. Conclusions point 
to the difficulties faced among the four Western 
nations over administering reparations, especially 
the form of payment. Notes also that the ability 
to make any reparations payments is affected by 
the status of the international economy. Sir Alec 
G'ainicross is Chancellor of Glasgow- University. 
Bibliography; index. 

Ciiao, Kano. Man and land in Chinese history: An 
economic analysts. Stanford, Calif.: Stanford Uni- 
versity Press. 1986. Pp. xii, 268. *35.00. ISBN 
0-8047-127 1-9. JEL 87-0.38/ 

Posits that China was a market economy ior more 
than two milk’tiia before the 1950s and that its 
varying degrees of development and changing lev- 
els of technology reflect adjustments in economic 
choices by the (3iine.se people as a response to 
an increasing man-land ratio caused by the in- 
crease in population. Constructs a model and ex- 
amines statistics of population and arable acreage 
und other data to analyze the economic conse- 
quences of this response. Examines the measure- 
ment of population and arable land, laud fragmen- 
tation and distribution, the evolution of tenure 
systems, and agricultural technology in traditional 
China. A general conclusion is that an industrial 
revolution did m>t occur in China despite existing 
technology and skill because there* was no demand 
for labor-saving devices; rather, the main problem 
was how to gainfully use an oversupply of available 
labor. Chao is Professor of Economics, University 
of Wisconsin, Madison. Index. 

[Coi.eman, D. C. 1 Business life and public policy: 
Essays in honour of D. C. Coleman. Edited by 
Neil McKendkick and R. B. Outiiwaite. Cam- 
bridge; New York and Melbourne: Cambridge 
University Press, 1986. Pp. xiv, 263. *44.50, ISBN 
0-521-26275-5. JEL 87-0382 

Eleven original essays pay tribute to l>onaJd 
Coleman, Emeritus Professor of Economic History 
at the University of Cambridge, upon his retire- 
ment. Two themes are reflected in the essays: the 
operations and business values of businessmen in 
history and the (actors that have shaped and in- 
fluenced government policies. Topics covered by 
the contributors include: Piscatorial politics in 
the early Parliaments of Elizabeth I; marriage as 
business — early modem England; age and accu- 
mulation in the London business community — 


1665-1720; the use and abuse of credit in early 
eighteenth century England; the forces behind 
the early settlement of Australia, the gentlemanly, 
business, and professional ideals in English literary 
culture; two pioneers in invisible exports — the 
Phoenix Fire Offiee and the Royal of Ijverpool, 
1800-90; the engineer in Victorian society; Bernard 
Shaw. Bertold Brecht, and the businessman in lit- 
erature; British business and businessmen during 
the First World War; and the nationalization of 
coal. 1916-46. The contributors are mainly histori- 
ans. McKendrick and (hithwuite Imtli are Fellows 
of Cams College and University lecturers in His- 
tory. University of Cambridge. Index. 

Fhehis. A. F. The Creek economy in the twentieth 
century. New York. St. Martin's Press, 1986. Pp. 
226. $29.95. ISBN 0-3 12-34724-3. 

JEL 87-0383 

Examines Greece's economic history from the 
1920s to the 1980s uguinst the background of gen- 
eral economic and |x>liticul developments. Begins 
w ith a discussion of the Asia Minor disaster ( 1920s). 
monetary problems, and the foundation of the 
Bank ol Greece. Covers the deeatle of economic 
depression (1930s), the financial crisis and default, 
and developments in industry and agriculture, 
World War II, occupation and its aftermath; recon- 
struction and development during the |>eriod 
1949-60; the absence of conditions for self-sustain- 
ing growth in the 1960s and 1970s. and the costs 
and liencfits of Greece's accession to the EEC in 
1981. A general conclusion is that a major reason 
that Greece's economic performance lags liehind 
other Euro]ieun countries is that chunees for indus- 
trialization were missed in the 1950s Ixvause of 
the absence of extensive state partiei|>atioii in re- 
construction and development. Freris is Principal 
Ia-cturer in Economics, Department of Business 
and Management. City Polytechnic of) long Kong. 
Bibliography; index. 

Hudson, Pat. The genesis of imluslrial capital: A 
study of the West Riding wool textile industry c. 

1 750-/850. Cambridge; New York und Melbourne. 
Cambridge University Press, 1986. Pp. xviii, 345. 
ISBN 0-521-25671-2. JEL 87-0384 

Presents a study of a regional industrial sector 
during a period of marked ciutnge, focusing on fi- 
nance, particularly the accumulation and “ . . .po- 
larization of wealth, a vital process in the growth 
of centralized, mechanized production. " Provides 
insights into the emergence of industrial capitalism 
on a broader front, though focusing on the develop- 
ment of factory industry in Yorkshire. Finds paral- 
lels with the growth and finance of other consumer 
goods industries during the p re factory period. Be- 
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0ns with a general historical analysis of capital ac- 
cumulation, emphasizing Its importance in the dy- 
namics of economic growth. Criticizes economic 
analysis form the late nineteenth century until the 
1950s for its emphasis on output and price at the 
expense of growth and finance. Discusses the de- 
bate almut the relationships among capital accu- 
mulation, growth, and cheap lalror. Reviews the 
sources of finance for early British industrialization 
Examines sjrecifically the West Hiding wool textile 
sector, 1750-1850, to support generalizations ahout 
capital accumulation — the processes of capital ac- 
cumulation, the im|X>rtaiice of merchants in the 
building of factories, the role of landlords, the role 
of local hanking, and tile importance of reinvested 
earnings. Rased on the author's Ph.D. Dissertation 
at the University of York (1981). Hudson is a Ijrc- 
turer in the Department of Economic History. 
University of Liverpool. Bibliography, name, 
place, and subject indexes. 

Hi'ciifs, Jonathan. American economic history. 
Second edition. Glenview, 111., and Izmdon. Scott, 
Pores man, |1983| 1987 l’p. 604. $.12.9,5. ISBN 
0-67.1-18350-5. JEL 87-0385 

Second edition of an introductory textliook of 
American economic history. Contains new chapters 
on the post-World War 11 manufacturing industry 
describing the technological and market stagnation 
of the American steel and auto industries, updated 
tables, and the inclusion of improved data and ma- 
terial from liooks and journals published since 
1982. (For annotation of the previous edition, see 
JEL no. 03-0617 ( Sections contain introductory 
essays and lists of suggested readings. Hughes is 
at Northwestern University. (Hussars, name anil 
subject indexes. 

Nkcsciiatz, Mi< haul. The gofr/en suord ■ The com- 
ma of capitalism to the Colorado mininti frontier. 
Contributions in American Studies series, no. 84. 
New York and lamdon: Greenwood Press, 1986. 
Pp. xii, 301. $37.95. ISBN 0-313-25104-5. 

JEL 87-0386 

Focuses on the struggle lietween the Western 
Federation of Miners and the Colorado gold and 
silver mineowners at the turn of the century. Points 
out that the weapons ol trade unions have changed 
to match the elianging contours of the institutional 
“liattlefield," especially since earlier activities were 
unprotected by legislation providing lor the right 
of collective Itargaining. Traces how the Western 
Federation went through |thases from a militant 
economic approach, to a radical political one, and 
back to a bread-and-butter philosophy. Covers top- 
ics such as the environmental setting, the unioniza- 
tion of Colorado lalxtr, the effects of the technical 


revolution in mining, developments in lalxir rela- 
tions, the roles of Ixith lalior and the owners, and 
the various strikes and their aftermath. Contends 
that theories of lulror relations based primarily on 
the character of leadership are insufficient to ex- 
plain the liehavior of lalxir unions. Neusehatz spe- 
cializes in the social impact of economic develop- 
ment and the history of the lalxir movement. 
Bibliography, index. 

P AHkKH, Wn.UAM N.. ed. Economic history/ and the 
modem economist. Oxford and New York: Black- 
well, 1986. Pp. xi. 105. $17.95. ISBN 0-631- 
14799-3. JEL 87-0367 

Five pu|iers, fimr previously published, and five 
commentaries, most presented at the American 
Economic Association meetings in Dallas in De- 
cember 1984. William N. Parker reviews the de- 
velopment of economics. Kenneth J. Arrow consid- 
ers the interaction of economic theory and history . 
and Holier! E. SoJow argues for greater emphasis 
on economic history. Paul A. Das id ami Peter 
Temin present c-ase studies oi computer termi- 
nals and telephone separations, respectively, to il- 
lustrate the interaction between economic theory 
and economic history. Ointments hy Don.ild N. 
Met .'li >s key, W W. ttostow. Gavin Wright 
(Hiarles P. Kindlelwrgor am] William \ Parker 
discuss the relevance oi history to past and luture 
developments in ecinioiiuc d I ’m ter is Pro- 
fessor of Keoimimi . 

Sc.llAl-lBO. Mohiii. 
economic-dcmoc > 

Uroxrth and i/i'.s/i, 

United States b> 
cial Fabric. An i 
Monographs, sol - 
don: j \1 Press, 19M> I , 

0-89232-675-1. 

Study examining factors that s-o'itrihuted to the 
settlement of the rural north ot the L lilted Slab's. 
Examines the pattern of mral population growth 
in twenty-three states in this region dining the 
periixi 1790 to 1900. Kinds a liasie pattern oi popu- 
lation buildup as follows, miliulh . sen loss rail’s 
ol population increase hut. esentualls sustained 
rapid growth, to In - lollowed by a slowing grossth 
rati’ and then a stable |vipnlation Presents an anal- 
ysis of fertility. usiugixith theoretical and empirical 
uhkIcIs. Also discusses the theory of migration, 
using a gravity -type mode! based on 1950 census 
data. Combines a fertility model and a migration 
mode! into a settlement model and produces a con- 
trol solution, contrasts its estimates with three’ sce- 
narios — no Kuro|H‘an immigration, no niral-to-ur- 
i>an migration, and no deeluie in rural fertility. 
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Concludes that a probable explanation for the de- 
cline in birth rates was a decrease in the demand 
for children, which was associated with a growing 
scarcity of land. Also discusses implications for de- 
veloping nations. St-hapiro is a inemlter of the De- 
partment of Economies at Williams College. Bibli- 
ography; index. 

Shanin, Tkoixih. Russia as a developing society.' 
The Roots of Othcniess. Russia’s Turn of Centunj 
Volume 1. New Haven and London: Yale Univer- 
sity Press. 1986. Pp. xvi. 268. $30.00. doth; $9.95. 
paper. ISBN 0-300-03660—1, pbk. 

JEL 87-0389 

First of a two volume study that looks at Russian 
society at the turn of the nineteenth century, at- 
tempting to untangle the different, yet related, 
themes of Russian history on its wav to the revnlu 
tionary periods of 1905-07 and 1917-21. Chooses 
the Russian state, peasantry, and capitalism — the 
main power structure and way ofliving — as factors 
in Russian social determination. Focuses on the 
peasant economy and the general picture of Russia 
in a state of flux during this developmental period. 
Examines the morphology' of Russian “backward- 
ness” and the rhythms of Russian history that led 
to the revolutions “from irelow" and the transfor- 
mations “from above.” relating these events to 
“wliat we have learned since alxnit the so-calird 
‘developing societies.'" Presents liasic information 
alxmt Russia, such as the early historical origins 
of the contemporary Russian state, the formation 
of the empire, the organization of the peasant soci 
ety, and the development of capitalism in Russia. 
Also examines major points of deliate as they de- 
scribe the peasant economy, the rural proletariats, 
the agrarian markets, the peasant economy modes 
of production, Russia’s political economy, the so- 
ciopolitical structure, and the historical roots of 
the ideological and political dissent at the turn of 
the nineteenth century. Shanin is at the University 
of Manchester. Names and subject indexes. 

Siianin, Teodok. Russia , 1905-07: Revolution as a 
moment of truth. The Roots of Otherness: Rus- 
sia's Turn of Century. Volume 2. New Haven and 
London: Yale University Press, 1986. Pp. xvi, 
379. $30.00, doth; $9.95, paper. ISBN 0-300- 
03661-0, pbk. JEL 87-0390 

An analysis of the Russian revolution of 1905- 
07. Begins with the build-up of the major forces 
of the revolution — the struggle in the cities for 
political freedom and/or socialism and the struggle 
in the villages for land and liberty. Examines the 
social forces that came together in 1905-07, the 
surprise of the contemporaries who watched the 
revolution unfold, and the international ramifica- 


tions of it. Descrilms the revolutionary forces, em- 
phasizing the struggle for democratization ami the 
I Kittle lor land and lilierty. Examines the power 
and weaknesses of Hussian state, the ethnic prob- 
lems, and the iirluui class differences and con- 
frontations. Details the |>easunt war of 1905-07. 
fbeusiug on its contemporaries anti the postrevn- 
hitionuries. Finally, discusses the lessons learned 
from this experience and the significance for the 
1917-21 revolution. Shanin is at the University of 
Manchester. Name and subject indexes. 

Sec also: Rook Nuntliers JEI. 87-0434, 87-0440. 

87-0582 

050 Economic Systems 

Faoen, Riciiaiu) lb; Dkkhe. Cahmkn Diana and 
Cohaccio. Josf: Lius. eds. Transition and devel op- 
ulent: Problems of third ttxirld socialism. MR/ 
Censa Series on the Americas. New York: Monthly 
Review Press and Center for the Study of the 
Americas. Berkeley. 1986. Pp. 352. $28.50. doth: 
$12.00. paper. ISBN 0-85345-705-0, pbk. 

JEL 87-0391 

Thirteen papers presented at two seminars re- 
garding the problems of transition to socialism in 
small economies held in Washington. I).C„ in Oc- 
tober 1983 and Managua. Nicaragua, in Scptemlicr 
1984. Two papers reject autarky as a development 
strategy for small, peripheral third world econo- 
mies and one examines problems of agrarian re- 
form, peasant and rural production, and the organi- 
zation of production in the transition to socialism. 
Two pufK-rs reflect on the economic and |x>liticul 
aspects of the Nicaraguan experience. One paper 
discusses U.S. imperialism, one examines the theo- 
retical view of the role of the state, while two cover 
the* role of ideology in the transition to socialism. 
Four papers analyze the- politics of transition and 
cover issues of mass mobilization, organization, and 
participation. Also contains an introductory over- 
view by the editors. The contributors are mainly 
s<K-ial scientists. Fagen is Cildred Professor of 
Latin American Studies at Stanford University. 
Deere is Associate Professor of Economies at the 
University of Massachusetts at Amherst. Coruggio 
is Research Diredor at the Regional Ccxirdinator 
of Socio-Economic Research (CRIES) in Managua. 
Bibliography: index. 

Knowi.ton, Wintiihof and Zeckiiauskh, Hiciiahd. 
eds. American society: Public and private resjttmsi- 
hilities. Cambridge, Mass.: Harper and Row, Bal- 
linger, 1986. Pp. x, 344. $24.95. ISBN (L88730- 
129-0. JEL 87-0392 

Thirteen papers presented at a symposium on 
the roles of government and the private sector at 
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Harvard University in March 1986. Hart 1 outlines 
the historical factors that have shaped American 
attitudes toward the role of public authority. Hart 
2 reviews the causes for the present distribution 

of function and authority Isctwcen govern u and 

the private sector and prescri!>es its reallocation 
among four kinds of institutional arrangements. 
Hurt 3 is devoted to an examination of the roles 
of government and the private sector toward envi- 
ronmental management, public policy toward ciga- 
rette smoking, the struggle against poverty, sup- 
port of the arts, education, and science. Hart 4 
deals with the role of the corporation in the econ- 
omy and the iui|Nict of government |tolicy on eco- 
nomic performance. The contributors are mainly 
social scientists and public (roliey sjjccinJjst.s. 
Knowlton is Henry R l.uee Professor of Kthics, 
Business und Public Policy and Zeckh.mser is Pro- 
fessor of Political Kconoiny. both at the John H. 
Kennedy SchiNil of Government, Harvard Univer- 
sity. Index. 

Most at, HobkhtK. Money and twalth in the affluent 
society: Some practical realities. New York. Van- 
tage Press, 1983. Hp. \, 195. $13.25. ISBN 533- 
05607-1. jF.i.sr-am 

Appraises some issues related to money and 
wealth in Western society today. Promises that the 
distinction between government-owned enterprise 
and privately owned enterprise has lat-ome mean- 
ingless for many purposes, und that a more iisclul 
approach is to examine ''economic institutions" that 
support themselves from the proceeds of saleable 
products as contrasted with those that get liimnciul 
resources from somewhere else. Also aigues that 
recent price increases and inflation cannot lie ex- 
plained in terms of any cause, but must be lixikcd 
at in terms of a weakening of the social and business 
reasons for resisting higher prices. Topics include, 
individual incentives for business, groups orga- 
nized for business pur|Mises, |>crsnnal sources of 
money to spend, inflation, prices, factors tending 
to ex|iand and reduce available purchasing power, 
willingness to spend, interest, and production. A 
generul observation is that modern Western society 
is moving rapidly toward government control but 
is pretending it is moving toward private enter- 
prise. Moffat is un economist and lawyer living in 
Canada. No index. 

Fhvoh, Fhkdkhic: L. A guidebook to the comparative 
study of economic systems. Englewood Cliffs, N.J.: 
Prentice-Hall, 1985. Hp. x, .342. Paper. ISBN 
0-13-368853-4 JEL H7-0394 

Introduction to the field of economic systems, 
emphasizing empirical comparisons, jiarticiilarly of 
East and West Europe Explores two Ivasic ques- 


tions — the impact of an economic system or institu- 
tion and the forces underlying the development 
and decline of particular institutions. Discusses 
topics such as goals. |>erfoniiuncc criteria, and |>ol- 
icy instruments, economic growth and dynamic ef- 
ficiency; economic stability; static efficiency and 
the allocation of productive resources, from laith 
the nonpricc and pricing mechanism pers|>ectivcs, 
consumption and trade; factor allocation and the 
distribution of income, und economies of property 
relations. Most chapters contain summaries and 
suggcsti-d reading lists. Hryor is at Swarthmorc 
f'ollege. Index. 

See also: Book Numliers JEL 87-0357. 67-0379. 

67-6446. 6 7-0.325. 67-0597. 67-062/ 


100 Economic Growth; Development; 

Planning; Fluctuations 

110 KniMiMic Growth; Dkvkiaipm km ; asu 
Hianmm; Til KORY and Poi.iciy 

Oilman, DaxidamiNixmis, Fhkdi.hu k. Economies 
of change in less ileveleped countries Second edi- 
tion. Oxford. England. Allan, Tutowj, VJ Bann s 
and Noble, [1978] 1986. Hp. i\. 415 $31 50. cloth 
$19.75. |M|kt ISBN 0 ,iS'> 20 ■>■') S. ,,1,1, 

Scixmd edition , < >. 

(sorts, and enipirn 

Ik-cii rewritten. K, 

rial on inflation in t' 

ized vxnmtries. an . 

ol dependency. tin 

and human resom 

79-0372 for annotate 

and Nivson are both at 

ter. Author and sub|eet indv s. 

f'oxiMONWKMTn Si'chki vm \r Vulnerability Small 
stall’s in the ulobul society lieport of a ( omnum- 
leraltli Consultative Croup laituloii; \uthor. 
1985. Hp. \ii. 126. C 5.00. (>a|«T. ISBN 0-85092- 
280-1 JEL $7-0.396 

Reixirt on the x(>cci.il eixmomie pmblems of 
small nation stutes examines the chaiacteristios and 
geographic setting ol small commonwealth states 
and the nature of their vuluerabilitv to threats to 
territorial, political, and evxmomie secnntv. Out- 
lines strategics for reducing vulnerability through 
stieiigtbeuiiig defense capability, improving pros- 
|X*cts lor economic growth, promoting internal co- 
hesion. managing diplomacy and foreign policy . 
ami measures undertaken under the aegis of inter- 
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national organizations. Identifies arenas for action 
and outltnes policy measures at the national, re- 
gional and global level. No index. 

Degek, Saahet. Military expenditure in third i vorld 
countries: The economic effects. International Li- 
brary of Economics series, 1 /melon; Boston iukI 
Henley. England: Routledge and Kegun Paid. 
1986. Pp. xv. 288. $34.50. ISBN 6-7102-0304-7. 

JF.Ij 87-0397 

Analysis of the economic impact of military ex- 
penditure in third world countries. Discusses the 
ambiguity regarding the relationship between de- 
fense expenditure and economic growth and devel- 
opment and the nature of militarization and militar- 
ism. Summarizes problems and issues relating to 
data on military expenditure. Analyzes military ex- 
penditure within the government budgetary pro- 
cess and the short-term allocution effects of govern- 
ment revenue constraints. Examines the impact 
of military spending on saving, investment, and 
human capital formation. Reviews the military bur- 
den in an open economy and the role of arms pro- 
duction in newly industrializing countries. Assesses 
the role of defense spending on economic growth 
and socioeconomic development. Case studies sup- 
plement analytical material. Deger is an Economic 
and Social Science Research Council Fellow at 
Birkbeck College, University of Loudon. Name 
and subject indexes. 

Hill, Polly. Development economics on trial: The 
anthropological case for a prosecution. Cam- 
bridge: New York and Sydney: Cambridge Univer- 
sity Press, 1986. Pp. xiii, 198. $34.50, cloth; 
$10.95. paper. ISBN 0-521-31096-2, pbk. 

JEL87-039f> 

An economic anthropologist's critique of the ste- 
reotyped and overgeneralized premises of conven- 
tional development economics. Early chapters 
castigate economists for their treatment of all coun- 
try people as peasants and their disregard of eco- 
nomic inequality, the poor quality of official statis- 
tics, and of historicist fallacies in a vain search for 
universal generalization. The rest of the book offers 
insights into economic inequality within rural com- 
munities; the poverty of statistics related to fanning 
households; village credit systems; inheritance sys- 
tems; farm laboring systems; migration; the role 
of women; the significance of land selling; and rural 
class stratification. Hill is a Fellow of Clare Hall, 
Cambridge University. Glossary; index. 

[Himscuman, Albert O.] Development, democracy, 
and the art of trespassing: Essays in honor of Al- 
bert O . Hirschman. Edited by Alhjanijho Foxijjy, 


Michael S. Mc:Piikhson, ani> Giullkkmi > O Don- 
nell. Notre Dame, lnd.: University of Notre 
Dame Press lor the Helen Kellogg Institute for 
International Studies, 1986. Pp. vii, 379. $25.95. 
ISBN 0-268-00859-0. JEL 87-41399 

Nineteen essays originally presented at a confer- 
ence at the University of Notre Dame in April 
1984 in honor of Albert O. Hirschman. They con- 
sider the interplay of the political, economic, and 
social factors in society and reflect the theories 
and concepts of Hirschman, especially those per- 
taining to the formulation of a constructive ap- 
proach for the reconciliation of development and 
democratic aspirations and the problems of the 
Latin American economy. Some specific topics are: 
linkages in the industrial development of petro- 
chemicals in Brazil, the economics of fascism and 
■lazism, American banking and the world (inaneiul 
crisis, the Italunce between stimulation and con- 
straint in analysis of development, strategies for 
change and social learning processes, dismantling 
repressive systems, collective protest, the social 
scientist as constructive skeptic, the methodologi- 
cal basis of Hirsehinan s development economies, 
and critique of ruthmu) choice theories. The con- 
tributors include economists and other social scien- 
tists. Foxlev holds the Helen Kellogg Institute 
Chair of International Development and is Profes- 
sor of Economics, University of Notre Dame. 
McPherson is Professor of Economics, Williams 
College and Senior Fellow, Brookings Institution. 
O’Donnell is Academic Director, Kellogg Institute 
and Professor of Government and Sociology, Uni- 
versity of Notre Dame. No index. 

laroNEY, Roheht K. The political economy of Ijitin 
American defense expenditures: Case studies of 
Venezuela and Argentina, lamington, Muss., and 
Toronto: Heath. Lexington Books. 1986. Pp. xxii. 
325. $39 00. ISBN 0-669-12928-3. 

JEL 87-0400 

Analysis of the determinants and inqract of Latin 
American defense expenditures. Part 1 determines 
the appropriateness of economic variables for ex- 
amination of defense issues. Cross sectional analy- 
sis is conducted to determine the economic envi- 
ronment conducive for arms production, the 
impact of defense spending and arms production 
on economic growth, the budgetary process, and 
the defense and socioeconomic budgetary trade- 
offs in Latin America. Parts 2 and 3 present detailed 
analysis of the patterns, determinants, budgetary 
tradeoffs, and future trends In defense expendi- 
tures, in Venezuela and Argentina, respectively. 
Looney is Professor of National Security Affairs at 
the Naval Postgraduate School, Monterey. Bibliog- 
raphy; index. 



819 


New Books: Annotated Listing 


Lvtthf.ll, Wilmam L. Post-capitalist industrializa- 
tion: Planning economic independence in Tanzania. 
New York and London: Greenwood Press, Prue- 
ger, 1986. Pp. xv, 189. $42.95. ISBN 0-275- 
92310-X. JEL H7-O401 

Presents an approach to development planning 
and strategy that was debated in Tanzania during 
the early 1970s but has not yet been implemented. 
Proposes to base development planning within the 
framework of an industrialization strategy specifi- 
cally tailored to the needs and resources of the 
people in the affected country, without compromis- 
ing the commitment to a complete, rapid, and self- 
reliant industrial revolution. Begins by sketching 
why the author believes that China and North Ko- 
rea were the only colonies after World War II that 
were able to carry out a thorough industrialization 
of their economics. Discusses the failures of Cuba 
and Algeria to industrialize. Reviews the theory 
upon which plunning methods are liased and de- 
scrilies these methods. Using this analysis, pre- 
sents a plan lor the development of an integrated 
iron and steel industry for Tanzania, based on data 
for the economy for the years 1960-71. Criticizes 
planners for emphasizing agriculture and light in- 
dustry resulting on imports for semifinished goods, 
plant, and equipment. Presents two perceived ob- 
stacles to industrialization — the political objections 
of international agencies and foreign-exchange 
costs. Luttrell is a Senior Economist with GA'IT- 
Fly, in Canada, an international project dealing 
with global economic development. Bibliography, 
index. 

Mikkskm., Raymond F. Stockpiling strategic materi- 
als: An evaluation of the national program. AE1 
Studies series, no. 431. Washington, D. : Ameri- 
can Enterprise Institute for Public Policy Re- 
search, 1986. Pp. ix, 68. Paper. ISBN 0-8447- 
3588-4. JEL 87-0402 

Integrates and evaluates the existing literature 
dealing with the National Defense Stockpile (NDS) 
programs as a basis for determining national policy, 
reviewing the history of the program and evaluat- 
ing criticisms and proposals for legislative and ad- 
ministrative changes. The introduction dcscrilies 
strategic and critical materials, presenting data 
both on goals and current inventory. Presents a 
legislative and administrative history ol the pro- 
gram, followed by a discussion of the national de- 
fense stockpile and its organization, ixilicies, and 
programs. Reviews the major criticisms of the N 1)S 
program and discusses proposals for cliange and 
alternative solutions. Concludes that the objectives 
of the program are too limited in view of the pres- 
ent international environment and tin - defense re- 
sponsibilities of the United States. Mikesell is a 


Professor of Economics at the University of Ore- 
gon. No index. 

Sau, Ranjit. Economy, class, society. Madras. Uni- 
versities Press, distributed by Orient Longman, Hy- 
derabad, India, 1986. Pp. xiv, 294. Its 55.00, pa- 
per. ISBN 0-S6131— 426-X. JEL H7-04Q3 

Ten essays, liased on the author’s lectures and 
published articles from 1981 to 1984. consider 
three interrelated themes: the methodology of po- 
litical economy, the political economy of an under- 
developed country like India, and the international 
asjieets of development and underdevelopment. 
Also reflects upon the present economic crisis in 
the world economy, the crisis in economic theory, 
and development strategy. Essays discuss: the 
methodology of political economy; the jrolitiea) 
economy of India; growth, stagnation, and fluctua- 
tion in the Indian economy; the role ol the middle 
class in the underdeveloped country, world eco- 
nomic crisis and economic theory, international as- 
pects of economic development: international divi- 
sion. sulxlivision. and fragmentation of lalxir. 
Africa's options in development strategy, the dia- 
lectical method in economies, and the development 
of capitalism in India. Sau is Professor of Econom- 
ics, Indian Institute of Management. Galciilta. 
Bibliography, index. 

See also B<x>k Numbers JEf ‘ " *■" """ 

H7-M01 S 7 . 

*7-0549. s - 

120 i 

Bxl.SSSA. Bl'I.S. ki 
growth in lot in \ 
neiro and Washiu 
ico, Fuiida<,\io Get 
national Economics, l isn , 

ISBN 0-88132-045-5. 

Proposes a four-|iart strategy ton stoic eioi'omn 
growth and reduce external debt in laitin Ainci a all 
countries to produce rapid expansion ol employ- 
ment, better distribution <4 income, and an im- 
provement of social services. Elements of the strat- 
egy are: outward orientation ol economic ixilicy. 
with emphasis on exports and efficient iinjxirt sub- 
stitution: raising the savings level and allocating 
those savings more efficiently among alternative 
investments, reorientation ol the role of gov em- 
inent in economic life, and supportive policy bv 
the industrial countries, notably the United State's. 
Reviews the laitin American experience regarding 
nn|x>rt substitution stiategies in the immediate 
postwar years, policy reforms of the mid-1960s, 
ixilicy resjxwises to external shocks after 1973, and 
policies adopted following the debt crisis of 1982. 
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Discusses financing economic growth and the role 
of the state and state enterprise and analyzes mar- 
ket prospects for exports in industrial country mar- 
kets, Coauthors are Gerardo M. Bueno, I’etlro- 
Publo Kuczynski, and Mario Hcnrique Simon sen. 
Balassa is a Visiting Fellow. Institute for Interna- 
tional Economics. Washington, D.C. Index. 

Bshhalxis. John I*. A key to the Canadian economy 
l,anhuni. Md.. and Guidon: University Press oi 
America. 1986. Pp. x. 407. $34.50, cloth. $18.75. 
paper. ISBN 0-8191-542 1-0. pbk. 

JEL 87-0495 

An introduction to the Canadian cixmomv aimed 
at the general reader, economist. or student. Dis- 
cusses money, trunking, and monetary policy, the 
nature of Canada's fiscal system, Keynesian eco- 
nomics, and Canadian fiscal stabilization policy. 
Provides the liackgrouud to, and discusses issues 
in, debt management. Analyzes the theory of infla- 
tion, the nature of inflation and past attempts at 
wage-price controls. Presents the background to 
international trade and discusses the process of the 
formulation of economic policy, the impact of the 
Iwreakdown of the international fixed-cxchange-rate 
system, and Canadian foreign-exchange, Iralance- 
of-payments, and foreign-investment policies. Bar- 
rados is an economic advisor to the Canada Post 
Corporation. No index. 

Bukki. Shaiiiii Ja\ Kir Pakistan: A nation in the mak- 
ing- Boulder. Carlo., and Guidon: Westview Press. 
Karachi: Oxford University Press, 1986. P|>. xiii. 
226. $28.00. ISBN 0-86531-353-9. 

JEL 87-0406' 

Traces the history of Pakistan as an independent 
state from 1947 to the present. Examines its origins 
as a state created for the Muslims of British India 
with malleable frontiers, how it Irecame divided 
into East and West Pakistan, and then in 1971 
into Pakistan and Bangladesh. Overviews its politi- 
cal instability under various political systems over 
the years. Discusses the many different economic 
strategies Pakistan has tried since 1947, the prob- 
lems the economy currently faces, its potential, 
and the policies of the Sixth Five-Year Plan (1983- 
88). Also discusses national social development and 
looks at foreign relations with India, Afghanistan, 
the United States, Third World, and Muslim 
World. Also considers Pakistan’s possible develop- 
ment of a nuclear capability. Burki is Director. 
International Relations Department, World Bank. 
Bibliography; index. 

Gomes, Gustavo Maia. The roots of state interven- 
tion in the Brazilian economy. New York and Lon- 


don: Greenwood Press, Prueger, 1986. Pp. xvii, 
376. $42.95. ISBN 0-275-92144-1. 

JEL 87-0407 

Argues that Brazil s history- and society can lie 
characterized l*y class exploitation us revealed hv 
the extremely uneven distribution of income and 
property ownership. A further argument is that 
the dominant classes have almost always been able 
to use the state to maintain and expuiid their domi- 
nation as reflected in the character of state policies 
and por|>etuation of class exploitation. Reviews four 
centuries of economic and social transformation 
Irom Brazil s origins to 1930. Examines the indus- 
trialization |H*riod IxAwccn 1930 and 1964 and the 
involvement of the state with the economy. Con- 
siders the economic policies implemented by the 
military regime that emerged from the overthrow 
of the Coulurt government in 1964. i.e. . disman- 
tling the lalair movement, wage policies, tax re- 
form. and policies favoring the Imurgeoisie. Bused 
on the author's I’ll. 1). dissertation at the Univer- 
sity »f Illinois (1983). Comes is a Professor of Eco- 
nomics. Federal University of Pernambuco. Brazil. 
Bibliography, name and snhji'ct indexes. 

IIUVII.XN. JllNATIIXN AND MllllI.KS. SaMUKI. A., eds. 
Latin American ftolitical economy. Financial crisis 
and political change. Boulder, Colo., and Guidon: 
We.stviexv Press. 1986. Pp. xiii. .186. $38.<K>. cloth. 
$16.95, paper. ISBN 0-8133-0329- X 

JEL 87 am 

Twelve essays and four i-iiminentary papers con- 
sider the major historical and contemporary deter- 
minants of the development crisis lacing lartm 
America. Many of the pa|XTS were first presented 
at the International ( li inference oil Models of Polit- 
ical and Economic Change in I -it in America at 
Vanderbilt University in Nuvemlx*r 1983. Four 

papers provide comparat ive jicrspcotixes, they 
overview the political regimes and their economic 
performances; analyze the performance of bureau- 
cratic-authoritarian regimes in Argentina. Chile, 
and Brazil; compare the adjustments of various 
countries to the oil shocks of 1973 and 1979; and 
examine the financial blowups that resulted from 
the neoliberal policies of the bureaucratic-authori- 
tarian regimes in Argentina, Chile, anil Uruguuy. 
and the state-directed policies adopted in Brazil 
and Mexico. The iollowiiig eight jiapers are case 
studies of Argentina, Brazil, Chile, Peru, Mexico. 
Columbia, Cuba, and Nicaragua. Hartlyn is Assis- 
tant Professor of Political Science and Morley is 
Professor of Economics, Vanderbilt University. In- 
dex. 

Kiisai, Yutaka. The era of high-speed growth: Notes 
on the postwar Japanese economy. Translated by 
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Jac:vuei.ink Kaminski. Tokyo: University of Tokyo 
Press; distributed by (Colombia University Press, 
N.Y., 1986. Pp. xiv, 223. $24. 50. i.SBN 0-88008- 
341-1. JEIj Hi -0400 

Translated from the original Japanese edition 
Kollo seicho nojitlti i. Ceudai Nihon keizai slii nolo 
(1981), wbieh also appeared as a monthly series 
of articles in the journal. Keiztti snminii. from April 
1978 to Mareh 1979 under the title Thr Cimrse 
Taken by the Japmwse Economy. Examines and 
analyzes the history til the contemporary Japanese 
eeonoiny from 1945 until the early 1980s, contains 
some statistical updates from the 1981 etlition as 
well as vignettes of cultural and |x>litRal events 
of the |>ostwar years. Topics considered include: 
the reconstruction period (occupation and reform; 
recovery and iuHation; the Dodge Plan anti the 
Korean War and its eisiiiomic outcome, and the 
bases (or econoinir growth ), lie- mpid growth pe- 
riiMl (the technological revolution and its impact. 
income doubling and trade liberulixittiim; and pros- 
perity since the 19(i0x). and the changeover (the 
international monetary and oil crises and decelerat- 
ing growth). A general conclusion is that the Japa- 
nese must risk all in an ellort to obtain the raw 
materials that will secure tomorrow's pros|xrity 
for the Japanese econoinv. Kosai is a Professor at 
the Tokyo Institute of Technology. Bibliography, 
index. 

I .\n< .. Tan Tkn<.. Economic debates in Vietnam. Is- 
sues anil lirohlcms in reconstruction anil detelop- 
ment < I07H-H4 l Research Notes and Discussions 
Palter series, no. 55, Singapoie. Institute of South- 
east Asian Studies. 1985. Pp. vi, (>0. $9.95. jia|x*r. 
ISBN 9971-902 91-5. I El. 87 4X10 

Analysis of the problems and dlleniinas faced 
by Vietnam in its attempt to promote reconstruc- 
tion and development within a socialistic frame- 
work. Reviews Vietnam's economic development 
over the |icriod 1954-74. the impetus during 1975- 
79 and the resulting economic crisis, the new eio- 
nomic imlieies instituted m 1979, and shifts and 
deliates in policy impleineiitatlon during 1980-84. 
Discusses the current options and prospects faced 
by tin 1 Vietnamese economy. Tan Tong lamg is a 
Senior Evaluation Officer with the Singapore Eco- 
nomic Development Board. Bibliography, no in- 
dex. 

Maijiiimin, Anops. eil. hitin America, the Carib- 
bean and the OECI). A dialogue on economic real- 
ity anil indicy options. Development Centre Semi- 
nars series. Paris; Development Centre of the 
Organisation fiir Economic Co-oix*ration mid De- 
velopment, 1988 Pp. 188. Paper. ISBN 92-04- 
12887-5. JEE 87-04// 


Eight papers and summaries of discussions re- 
sulting from a seminar entitled, "Prospects for 
faitin America in the World Economy of the Eight- 
ies," at the OECD Developineni Center in Paris 
in June 1985. Tin* seminar was organized in collab- 
oration with the U.N. Economic Commission for 
I^itiii Amerii a and the CariblH*an ( EC LAC ) and 
the Centre d’Etudes Prospectivcs et d Informa- 
tions Internationales (CEP1I). Topics of papers are: 
a com|>arativc analysis of economic performance 
and policy in I ait in America and OECD countries, 
1938-85. development and crisis in laitin America 
la-tween 1950-84, mediinn-term scenarios for the 
future of Latin America; Caribbean development 
and the role of the Caribliean Development and 
Co-operation Committee of the ECLAC, liases for 
reactivation and development in Central America, 
the dynamics of world trade from 1987 to 1983, 
the iaitin American transfer problem in historical 
lierspi-ctivc, and a possible international solution 
to the foreign debt problem. Also published in 
Ereneli The editor is at the University oi Gronin- 
gen, the Netherlands. No index. 

Momua, J. V, ed. India's economic develojmunt 
strategies 19.51-2000 A. 1) Dordrecht. the Nether- 
lands. and lliiigliani, Mass. Klnwer Academic, 
Keidel. New Delhi: Allied Publishers Private. 
1985. Pp. sxxsi. 771. ISBN 90-277-2200-5 

Iff. $7 nti2 

Eighteen pupil- • 
mid strategies (oi 
The papers disci 
strategies lor tn in 
culture, |X>j>< i lit! i> 
tor. liseal manag< 
control and prici 
Iralancc of |iav iilciu 
wages tud incomes. ptm 
jxirt. poverty, rural development. , i 
Ixlu renewal, iirlxuiization. and public uduuiustr.i- 
tion and plan implementation The contributors 
are mainly erxmoinists. Nlongia is Economic Advi- 
sor to the Ministry of Works and Housing. Govern- 
ment of India. Index 

Oi-Aviwoi.x. Pktk.h <). Petroleum and structural 
change in a developing country The ease of Nige- 
ria. New York and London Greenwood Press. 
Prucger, 1987. Pp \\ii. 208. $39 95 ISBN 0-275- 
921 15-8. }EE S7-0413 

Examines the political economy of Nigeria since 
1880. It reusing on its development since political 
independence in I960. Argues that the lack of de- 
velopiiient in Nigeria, despite tin* petroleum -revp- 
iiin- stimulatr'd growth of the 1970s, is a result of 
a structural condition of underdevelopment. Pro- 
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poses that Nigeria has experienced growth without 
change and, as a result, lias failed to establish the 
basis for internally directed political and economic 
development. Presents Nigeria's neoclassical de- 
velopment paradigm as well as ideas of third world 
development theorists and their structural criti- 
cisms of neoclussicism. Discusses development 
plunning and its evolution in Nigeria, Nigeria's 
drive to independence. Nigeria in the 1960s and 
1970s. and its present economic crisis caused by 
the oil bust. Makes recommendations for achieving 
economic self-reliance, discusses the lesson pro- 
vided by the Nigerian petroleum experience for 
uoderstanding development in the third world, 
and presents an agenda for a new Nigeria based 
oil decentralization Oluyiwola is a Ia*cturer. De- 
partment of Government and Public Administra- 
tion, University of Ilorin. Nigeria. Selected bibli- 
ography; index. 

Patei., 1. G. Essays in economic policy and economic 
growth. New York: St. Martin's Press, 1986. Pp. 
xii, 261. $35.00. ISBN 0-312-25940-9. 

JEL 87-0414 

Sixteen essays selected from the author's confer- 
ence papers and lectures given lie tween 1963 and 
1985. Six address shorter-term management of the 
economy, including the limits of economic policy , 
trade and development, the balance-of-payments 
problem, a policy framework for Indian agricul- 
ture, inflation, and economic theory and policy. 
The following six essays consider aspects of eco- 
nomic growth and social justice; the strategy of 
Indian planning; social justice and economic devel- 
opment; productivity and economic growth, em- 
ployment, growth, and basic needs; and poverty 
and free enterprise in the jawaharlal Nehru era. 
The remaining four essays discuss aspects of inter- 
national economic cooperation, including how to 
give aid, the economic aid relationship, the current 
crisis in international cooperation, and the climate 
and prospects for further international economic 
cooperation as of 1985. The author is Director, 
London School of Economics and Political Science. 
Index. 

Perkins, Dwigiit H. China: Asia’s next economic 
giant ? Henry M. Jackson Lectures in Modern Chi- 
nese Studies series. Seattle and London: Univer- 
sity of Washington Press, 1986. Pp. x, 98. $12.95. 
ISBN 0-295-96402-2. JEL 87-0415 

Two essays, based on lectures delivered at the 
University of Washington in October 1985, exam- 
ine China's future role in the world economic sys- 
tem. One paper considers the role of economic 
policies, economic systems, and politics in a review 
of the East Asian development experience. The 


second paper discusses the nature of reforms In 
China since 1977 and examines the prospects and 
conditions necessary for continued reform to inves- 
tigate whether China is following the East Asian 
pattern of development. Perkins is H. H. Burbank 
Professor of Economies at Harvard University. In- 
dex. 

Phkhiscii, RaOi.. Ea crisis del desarrvllo argentino: 
De la frustrackin al crecimiento oigoroso. Bue- 
nos Aires: Lima; Hio de Janeiro and Barcelona: 
El Ateneo. 1986. Pp. 195. Paper. ISBN 950-02- 
6293-2. JEL 87-0416 

Written in the form of a dialogue (in Spanish), 
this (took presents questions concerning the evolu- 
tion of the Argentine economy during recent years, 
stressing the importance of structural factors in the 
economic crisis. Explains how society crises have 
originated in scx-ial changes accompanying the evo- 
lution of technology and its contradictions. These 
changes express themselves in dynamic disequilib- 
ria, which affect the domestic economies of both 
the central and |>ertpheral countries, as well us 
center-periphery relations. Analyzes external dis- 
equilihriu criticizing recommendations that encour- 
age trade and financial openness. Discusses c-enter- 
periphery relations, within the context. Finally, 
deals with the crisis of conventional economic ideas 
and outlines policy recommendations. No index. 

Phyoh, Frederic: 1,. Revolutionary Grenada: A study 
in political economy. New York and London: 
Pracger, 1986. Pp. xx. 395. $45.00. ISBN 0-275- 
92155-7. JEL 87-0417 

Analyzes the economy of Grenada, based on in- 
terviews with numerous key decisionmakers and 
examination of formerly classified government doc- 
uments. Examines the People’s Revolutionary 
Government of Grenada (PHG), noting its eco- 
nomic successes and failures. Details the devek»|»- 
ment strategy of the island, quest for foreign aid, 
the foreign trade sector, tourism and agriculture 
as the leading sectors, other economic sectors, the 
organization of the system, macroeconomic perfor- 
mance, and a disc ussion of socialist organization 
in Grenada. Concludes that the succeeding govern- 
ments will reap the l>enefits of the protoindustriali- 
zation efforts of the PRG and the advantages of 
the international airport. Approximately 150 pages 
of appendices present detailed research notes, sta- 
tistical notes, and a discussion of U.S. foreign pol- 
icy toward Grenada. Pryor is a Professor of Eco- 
nomics at Swarthmore college. Bibliography, 
index. 

Ramos, Joseph. Neoconservative economics in the 
Southern Cone of Latin America , 1973-1983. Johns 
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Hopkins Studios in Development series. Baltimore 
and Loudon; Johns Hopkins University Press, 
1986. Pp. xviii, 200. $25.00. ISBN 0-8018-3040- 
0. JEL 87-0418 

Compares the recent stabilization and lilxiralfzu- 
tion experiences in Chile, Uruguay, and Argentina 
for the purpose of extracting lessons for the future. 
Explains the origins of neoconservative thinking 
in the Southern Cone and descrilscs its theoretical 
postulates, Ivusic diagnosis, and fundamental policy 
views. Descrilves the experiences of each country 
and evaluates them on the basis of principal results. 
Analyzes and evaluates the effectiveness of |x>licies 
in the areas of price stabilization and adjustment, 
trade, and finance. Kccoguizcs the Vididity of much 
of the neoconservative critique of the excessive 
government interventionism of the past, but finds 
that the main reason for the lailure of the neocon- 
servative model was the anti-interventionist biases 
of neoconservutivo |Milieymakers and the low prior- 
ity they attached to distributive issues. Concludes 
that the primary economic lesson provided by the 
experiences of these countries is the need to define 
and establish an appropriate balance between the 
roles of government anti the market. Kamos is a 
Senior Keonomist. U.N. Economic Commission for 
Coin America and the Carihlvean. Santiago, Chile. 
Bibliography; index. 

Ksvkniiii.i., John, ed. Africa in economic crisis New 
York. Columbia University Press, 1986 . Pp. xui. 
359. $35.00. cloth; $13.00. paper. ISBN 0-231 
06382-2. JRI, 87-041?! 

Twelve |va|>ers assess various pro|>osals aimed 
at finding solutions to Africa s lu-onimuc problems. 
Papers discuss the nutuic of Africa's development 
crisis, the World Bank's strategy lor accelerated 
development, tlie possibility of collective self-reli- 
ance, the deliate over alternative development 
strategics for Africa, the food crisis, and Africa s 
role in the new international division of Ialxvr. Four 
case studies deal with industrial dependence and 
exjxirt manufacturing in Kenya, self-reliance in 
Tanzanian trade relations. Ghana's economic de- 
cline and development strategics, and the political 
economy of Zaire s debt. The contributors are 
mainly political scientists. Bavenhill is Senior l av- 
turer iu Government at the University oi Sydney. 
Index. 

Sinci.aik, Stuaht W., kt ai.. Mill tile Rest economic 
handbook. London. Kuroinonitor, distributed iu 
the U.S. and Canada hv Gale Kesearch. Detroit. 
Mich., 1986. Pp. 487. $80.00. ISBN <3-86338- 
126-X. JEL 87-0420 

A handlvook of information on the Middle hast 
and sixteen Middle Eastern economies. Provides 


a review of the Middle East in a world context 
and a regional overview of economic and demo- 
graphic characteristics of these countries. Dis- 
cusses the national economy, politxal structure, 
ixipulatiou and lalvor force, industry, agriculture, 
mining, energy, Ivankingand finance, transport and 
communications network, health and education 
systems, and foreign trade of Algeria. Bahrain, 
Egypt, Iran, Iraq, Israel, Jordan, Kuwait. Libya. 
Morixeo, Oman, <datar, Saudi Arabia, Syria, Tuni- 
sia. and tin- United Arab F.mirates. A fact file pre- 
sents rerent mujor economic indicators for these 
countries. The coauthors are Stuart Sinclair, Nor- 
man Bleetman, Paul Uackett, Trevor Maggs, and 
Michael Wilson. No index. 

Tamamks, IUniun. The Spanish economy. An intro- 
duction. New York: St. Martin's Press. 1986. Pp. 
xvi, 271. $.35.00. ISBN (3-312-74987-2. 

JEL 87-0421 

English translation of the 16th edition of Estnic- 
tura Economira de Lspaiui (1985), which has Iveen 
used ;is a tcxtlvook for Spanish students in the social 
sciences for many years. Clarifications for readers 
not living in Spain and a chapter on Spain's acces- 
sion to bill memlvership iu the European Commu- 
nity in June 1985 have been added to this intro- 
duction to tile Spanish economy. Specific topics 
include: economic habitat ."id i>'«o"! itiou the svs- 
tem ofprcxhieticm 1 
sector, and protei ' 
system itraiispmt 
sector, national e 
and the- institute s 
systems, social 1 
incut, the const it 
■nullities, ami Np 
munitics). Tamaiiies is 

De|vurtment ol Economic Mimiui* > . . 

University of Madrid Seleet hibliogiaphy miles. 

Zak.m. Dan. Economic dciclopnunl in Jutlca-Sa- 
muriu and the Gaza District. I ‘AS i S 4 Jerusalem: 
Bank of Israel, Bescarch Defiurtiiieiit, 19S6 Pp. 
vi, 7.3. Paper. ISSN 03U-245X. JEL 87-042 2 

Translation of the Hebrew edition (19863 A re- 
jxirt on the economic dcs'elopment in Judea-Sa- 
inaria and the Gaza District during 19S3— 84 Out- 
lines changes in the main economic indicators, 
public and private consumption, consumer prices, 
investment, construction, ami population and em- 
ployment. Also reviews sectoral developments and 
changes m the I valance of payments. No index. 

Sec also: Bix>k Numbers JEL 87-038.3. 87-0512. 

87-0561. 87-0596. 87-0627 
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Braun, Anne Romanis. Wage determination and in- 
comes policy in open economies. Washington, 
D.C.: International Monetary Fund, 1986. Pp. xix, 
380. $18.50, paper. ISBN 0-939934-75-2. 

JEL 87-0423 

Examines the nature of wage determination and 
the problem of securing an economically appropri- 
ate development of money incomes in an open 
industrial economy under a fixed or flexible ex- 
change rate system, focuses on the scope for in- 
comes policy as an adjunct to fiscal and monetary 
policy. Part 1 surveys and evaluates the industrial 
countries’ use of incomes policy since World War 
II. Part 2 considers the scope of incomes policy 
in theory and practice in the 1960s and 1970s as 
well as its relation to economic theory and the 
monetarist prescription of indexation of wages. Part 
3 looks at wage bargaining institutions, incomes 
policy, and demand management since the 1960s 
by way of ease sttidies of large economies (the 
United Kingdom. Japan, West Germany, and Can- 
ada) and of small economies (Austria, tin- Nether- 
lands, and Norway). Proposes tliat the less favora- 
ble performance of the industrial economies during 
the 1970s and early 1980s has been largely a conse- 
quence of (1) the historical process of development 
in the industrial countries and (2) the implementa- 
tion of macroeconomic demand management poli- 
cies less appropriate for an integrated international 
system than in the 1960s. Braun was formerly an 
economist with the International Monetary Fund. 
Bibliography: no index. 

Bhitton, Andrew. The trade cycle in Britain, 1958- 
1982. National Institute of Economic and Social 
Research Occasional Papers, no. 39. Cambridge; 
New York and Sydney: Cambridge University 
Press. 1986. Pp. ix, 96. $24.95. ISBN 0-521- 
32730-X. JEL 87-0424 

Considers the extent to which periodicity of eco- 
nomic indicators is systematic and significant or 
merely coincidental. Focuses on three tasks: (1) 
to bring the theory of periodicity tip to date; (2) 
to define and measure periodicity, using recent 
British data and, for comparison purposes, recent 
U.S. and nineteenth-century British data; and (3) 
to explain the course of the trade cycle in Britain 
from 1958 to 1982. Reviews the mathematics of 
periodicity, discusses how periodicity may fit into 
contemporary trade-cycle theory, and examines 
statistical methods for dealing with time-series pe- 
riodicity. Also reviews factors that affect periodicity 
such as changes in fiscal policy, inflation, and inter- 
est rates. Britton is Director of the National Insti- 


tute of Economic and Social Research, London. 
Index. 

Economic Council of Canada, ('hanging times: 
Economic Council of Canada twenty-third annual 
review, I98(i. Ottawa: Supply and Services Can- 
ada, Canadian Government Publishing Centre. 
1986. Pp. x, 96. $6.95, Canada; $8.35, elsewhere, 
paper. ISBN 0-660-12184-0. JEL 87-0425 

Annual review highlights key developments and 
assesses the medium- and long-term prospects of 
the Canadian economy, comparing them with the 
potentialities of growth of the economy; also pro- 
vides an overview of research reported in the 
Council's other publications. Addresses three main 
themes: opening new markets and Canada s trade 
experience and opportunities: rethinking the role 
of key institutions and government in the regula- 
tion oi financial institutions, taxation of the corpo- 
rate sector, social policy, and health care; and re- 
viewing recent and im|>cnding difficulties in major 
resource sectors. Focuses' on the iiti|xirtatiee of ad- 
justment to structural changes occurring in the na- 
tion. Concludes with suggestions for improving the 
functioning of the economy and well-lieing of Cana- 
dians. [See JEL no. 85-0404 for 21st annual re- 
view | No index. 

Henri . E. W. Multisector modelling of the Irish 
economy, with special reference to employment 
projections. Dublin: I'.coiiouiic and Social Research 
Institute. J986. Pp. 169. Ire t 7.50, p;i|xr. ISBN 
0-7070-0081- 5. JEL 87-0428 

Analyzes the Irish economy and current eco- 
nomic problems by means of a multisector mode! 
and historic input-output data. Applies the model 
to the Irish government data of the Plan year 1987 
to check the feasibility and consistency of the Plan s 
assumptions, results, and policies and to investi- 
gate the industrial and employment implications 
of the Plan. Also uses the model to project what 
high employment in a future year (i.e., 1992) would 
imply for exports, imports, GNP. and household 
and government « , X|H , nditures. Also analyzes struc- 
tural changes during 1968-82. General findings 
are: agreement lietween the mudel and Plan for 
GNP and imports, some disagreement on employ- 
ment projections, and a large overestimate of gov- 
ernment income by the model. Henry is a Research 
Professor with the Economic and Social Research 
Institute, Dublin. No index. 

International Monetahy Fund. World economic 
outlook: Revised proJectUms hy the staff of the In- 
ternational Monetary Fund, October 1986. World 
Economic and Financial Surveys series. Washing- 
ton, D.G.: Author, 1986. Pp. v, 112. Paper. ISBN 
0-939934-78-7. JEL 87-0427 
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Ihorter, updated version of the World Economic 
tlook, Apri! 1986 [see JEL no. 86-1000 for aiuio- 
oil of seventh annual review], Examines <to- 
nic developments in the first hulf of 1986 and 
Is them disappointing; however, tin- general as- 
sinent is thut the weakness of uctivity in the 
tinning of 1986 will give way to a stronger eeo- 
nie |>erfonnaiice in the second lialf of the year 
I in 1987. Presents revisit! projections for 1986 
I 1987 for industrial and developing countries 
I a reviser! scenario of economic prospects to 
II, reviews key uncertainties (industrial country 
overy, risk of a reacceleration of inflation, weak- 
,s of primary commodity prices, and import 
npresxion in developing countries): assesses the 
ilicatious of |xitcutial tensions regarding de- 
ad growth and sustainability m current account 
.itions for the curicnt st.uuc of economic |xili- 
t: and overviews issues on international cnu|>cra- 
l. A statistical apin-ndix of aggregate memlier- 
ntry data comprises ulxnit three-fourths of the 
iew. No index. 

ot.tANi, Kuan* o. The debate over stabilization 
icy RalTaelc Mattioli laxtines scries. Cam- 
Ige. New York and MrHmiiriic: Cambridge 
iversitv Press. 198(i. Pp. xiv, 271. $29.95. ISBN 
21 2679B-0 J El. 87-0428 

lie first in a series of lectures given In distin- 
shed economists and historians at the l.uigi Boc- 
i University, Milan, organized by Banca Coin- 
reiale Italiaua and in honor of Ballade Mattioli. 

Bank's chairman for many sears. Consists of 
.• lectures, suminarv of discussions, comments 
Modigliani, and a biography of Modigliani The 
i lecture — Keynesianism, monetarism, and the 
• for and against active stabilization policies — 
Rests that there is a need for stabilization |x>li 
:, that fairly successful stabilization policies arc 
silile, and that the government can lx l trusted 
l mwssary discretionary power. The second 
lire aggregate demand and the control ol the 
utiouury process, shows how aggregate demand 
'ey can Ik- used to eliminate inflation gradually . 
that the question of choosing an optimal path 
st lie hu-ed. The third lecture reviews the iiionc- 
' system and its relation to tin- financial stmc- 
’. 'Hie lust lecture, on the accumulation of indi- 
lal and national wealth and the role of social 
.irity, examines the theory of the consumption 
etion and the importance of capital accumula- 
i. Modigliani is Institute Professor at Massachu- 
s Institute of Technology. Index. 

a, Immi A. An enminnetric model of Kuwait's 
wtary sector. IBK Papers, Series no. 22. Salat. 


Kuwait; Industrial Bank of Kuwait, 1986. Pp. 143. 
P“l*r. JEL 87-0429 

An econometric model designed to aid in analysis 
of key monetary variables. Discusses features and 
problems of econometric modeling of less-devel- 
o|ied countries, reviews previous econometric 
work on Kuwait, outline's issues in application and 
interpretation, and presents the hyixitheses and 
estimation results. Also outlines certain extensions 
of the model. Moosa is Manager of the Besearch 
and Development International Investment Com- 
pany. Bibliography, no index. 

Bosk, Dav id K. and Skdiiiy, Jack (I. The structure 
oj the small annual model Technical Report senes, 
no. Ml. Ottawa- Bank of Canada, 1985. Pp. iii, 
306. Pajier . JEL 87-0430 

Presents a detailed description of the structure 
and sectoral properties of the Bank of Canada's 
Small Annual Model (SAM I of the aggregate Cana- 
dian economy with complete wealth accounting foi 
medium- to long-term simulation and analysis of 
aggregate foreign disturbances and domestic mone- 
tary and fiscal policy initiatives. Documents how 
it can lie used in simulation with various policy 
prescriptions and assumptions ulxnit model struc- 
ture. Overviews the background and unique fea- 
tures and presents various aspects ol tin- iii.kIo] 
concerning: sectoral accounting and government 

finance, household choices . min i I. dun 

supply, and real uu 1 
(output, factor us.- 
zatioui. trade (iui| 
and supply of m i 
and the dctermi' 
prices, and the i v. 
ies (the deteriniu 
authors are in the l„ 

C.'.m.ida No index 

SvksRNV, K. D Pricing jtolicy anil pm r contioU in 
ileci‘to)>iniz countries l-omloii Pinter Boulder. 
Colo.: Bienner. 1986. P]i \. 240 $.10.00. ISBN 
0-911477- 85-9. JEL 87-0431 

Analyzes some ot the basic thiHiietie.il and practi- 
cal issues that arise in the formulation and imple- 
mentation of pricing poliev and of a system of price 
controls in market economics. particularly with ref- 
erence to developing economics like that of India. 
Kxamiiies the ease for and nature, objectives, and 
general issues of pricing policy anil the theory of 
price control. Considers: problems ami issues in 
determining cuntnolhxl prices, marginal vs. aver- 
age cost pricing; the problem of the rate of return 
in price-controlled industries, and dual pricing. 
Also discusses aspects of price con t nils and pricing 
policy as well as growth, performance, and pricing 
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of public enterprises in India. Concludes with a 
discussion of the study’s relevance for those con- 
cerned with the formulation and implementation 
of price control measures, particularly in develop- 
ing or third world countries. Saksena is Joint Secre- 
tary to the Government of India, Planning Com- 
mission. Index. 

Stewart. Miciiaki.. The age of interdependence. 
Economic policy in a shrinking world. Paperliuck 
reprint. Cambridge, Mass.: MIT Press, [1983, 
1984] 1986. Pp. 192. $7.95, paper. ISBN 0-282- 
89103-5. JEL 87-0432 

Paperback reprint. [See JEL no. 84-0730 for an- 
notation of tlie first edition. ] 

Vii.akks, Manuel J. Structural change in macroeco- 
nomic models: Theory and estimation. Advanced 
Studies in Theoretical and Applied Econometrics 
series, vol. 6. Dordrecht, the Netherlands: Mur- 
tinus Nijhoff: distributed by Kluwer Academic. 
Hingham, Mass., and Lancaster, England. 1988. 
Pp. x, 260. $70.50. ISBN 90-247-3277-8. 

JEL 87-04:13 

Aims to show that quantity rationing theory pro- 
vides the means for improving macroeconomic 
modeling of structural changes, i.e., for multi-re- 
gime models. Posits a new approach for model 
specification that provides macroeconomic models 
writh the facility to interpret endogenously any 
structural changes that may occur in an economy. 
Argues that non-Walrusian macroeconomics can 
provide a sound theoretical framework for the spec- 
ification of the model: includes a critical survey 
of macroeconomic models with quantity rationing. 
Specifies a model based on the idea that shortages 
in demand, production capacity, and labor supply 
are the three bottlenecks in the activities of any 
firm and therefore in the levels of production and 
employment in the economy. Selects a capital vin- 
tage production function and examines and pro- 
poses the econometric techniques to be used in 
the estimation of the model. Uses the model in 
case studies of the Portuguese and French econo- 
mies. Vilares is at the New University of Lislxin 
and Bank of Portugal, Economic Research Depart- 
ment. Bibliography: index. 

Withers, William. Politics and economic policy: 
From Hoover to Reagan. New York: Carlton Press, 
1986. Pp. 240. $10.95. ISBN 0-8062-2722-2. 

JEL 87-0434 

Traces the history of the changes in economic 
policies in earlier presidencies and describes how 
tire era of “Reaganomics” was reached. Examines 
critically the Reagan policies in an attempt to assess 
whether they will work, and If they do not, then 


what programs will insure prosperity, increased 
production, and the elimination of excessive pov- 
erty in the future. Presents a rationale for weighing 
tire consequences of governmental roles in eco- 
nomics, pointing to the failures of Adam Smith, 
John Maynard Keynes, communism, socialism, and 
free enterprise. Descrilres Reaganomics os the first 
cikange in economic policy since the New Deal, 
including lowering taxes. Iralancing the budget, re- 
ducing the economic role of the federal govern- 
ment, deregulating business, reforming the tux 
system, ending deficit spending, and emphasiz- 
ing supply-side as contrasted to demand-side eco- 
nomics. Argues for governmental programs to help 
the disadvantaged and to restore and maintain 
competition. Concludes that capitalist stagflation 
will continue to Ire a problem, and that what "we 
need is first of ull a new ideology, that treasures 
and seeks to restore freedom to the individual in 
a corjxirute society. " Withers is Professor Emeritus 
of Economics at Queens College in New York City. 
No index. 

See also: Book Numbers JEL 87-0405. 87-0418 , 
87-0480. 87-0502, 87-0 567 

200 Quantitative Economic Methods and 
Data 

210 Econometric, Statistical, and 
Mathematical Methods and Models 

Bittanti, S., ed. Time series and linear systems. Lec- 
ture Notes in Control and Information Sciences 
series, vol. 86. Berlin; New York, London and To- 
kyo: Springer, 1986. Pp. xvii, 243. $26.40, paper. 
ISBN 0-387-16903-2. JEL 87-0435 

Seven papers provide an overview of advanced 
topics in the modeling and identification of time 
series by means of linear systems. Discusses the 
use of stochastic models in time series analysis, 
linear errors-in-variables systems, dynamic models 
for stationary time series, predictive mid nonpre- 
dictive minimum description length principles, de- 
terministic and stochastic linear periodic systems, 
numerical problems in linear system theory, and 
certain recent developments in econometrics. The 
contributors are: Daniel Boley, Manfred Deistler, 
Edward C. Hannan, Michael J. McAleer, Giorgio 
Picci, Stefano Pinzoni, jorma Hissanen, and the 
editor and are mainly statisticians. Bittanti is in 
the Department of Electronics, Milan Polytechnic, 
Italy. No index. 

Grander, C. W. J. and Newhold, Paul. Forecast- 
ing economic time series. Second edition. Eco- 
nomic Theory, Econometrics, and Mathematical 
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Economics series. Orlando, Kla.; Izmdon; Sydney 
and Toronto: Hareourt, Brace. Jovanovieh. Aca- 
demic Press, [1977] 1986. Pp. xiv. 338. $49.50, 
cloth; $24.95, paper. ISBN 0-12-295184-0, pl»k. 

JEL H7-043G 

Second edition reflects some of the develop- 
ments during the decade since the first edition in 
time-series analysis and forecasting theory and 
practice, |>urticularly us applied to economics, such 
as acceptance of time-series procedures in main- 
stream economic theory, econometric model Build- 
ing, and causality testing. Major changes in the 
sxu-ond edition involve the theory and application 
of multiple series modeling procedures and a re- 
view of more resent and advanced topics. Covers 
the theory of time series. s|x*ctral analysis, linear 
time series models, the theory of forecasting, uni- 
variate time series forecasting, forecasting from re- 
gression models, multiple series modeling and 
forecasting. Building multiple time series forecast- 
ing models, und the combination and evaluation 
of forecasting models. [ For annotation of the first 
edition, see JE.I. no. 77-0694. | Crangci is with 
the Department of Economics at the University of 
California, Sail Diego. NewUild is with the De- 
partment of Economics at the University of Illi- 
nois. Author and subject indexes. 

Hakkison. S. H. and Tamam.um-:, H. U. Applied 
statist u al analysis. Sydney: Prentice-Hall of Aus- 
tralia. 1984. Pp. xii, 547. $32.95. paper. ISBN 
0-7248-0034-4. JEI. 87-0437 

An introductory tcxtliook of applied statistical 
methods designed to lit the needs ol students of 
economics und Business in Austialasia. Discusses 
the nature of statistics, the nature, collection, and 
presentation of duta, and measures of central ten- 
dency and dispersion . Covers probability and prob- 
ability distributions, theoretical sampling distribu- 
tions, estimation, hypothesis testing, and the 
analysis of variance. Analyzes the preparation of 
sample surveys and the nature of sampling. Out- 
lines linear und multiple regression, time-series 
analysis, decision theory, index mimliers. and nou- 
|>arainetric statistics. One section details statistical 
developments in Australia and New 'Zealand. Ap- 
|X'iidices present statistical tables, details of deri- 
vations in the text, elementary mathematics, and 
matrix algebra. Each chapter contains several 
examples and exercises. Hie authors are at the 
University of Queensland. Index. 

4ijah, O. Stabilization of control systems. Applica- 
tions of Mathematics series, no. 20. New York; 
Berlin; London und Tokyo: Springer, 1987. Pp. 
xii, 129 $32. (X). ISBN 0-387-96384-7. 

JEI. H7-043H 


Textlmok for analysis of the "Adaptive LQ Regu- 
lator, a special instance of the problem of control- 
ling or stabilizing a system of differential equations 
in the presence of random disturliances. Outlines 
liasic linear systems theory, liasic probability the- 
ory, and the construction of the stochastic' integral. 
Discusses problems of filtering and analyzes the 
Adaptive LQ Regulator. Includes more tlian 120 
exercises (with solutions in an appendix). Hijab is 
with the Mathematics Department at Temple 
University. Index. 

Juix;k, Gkohok C. and Yancky, Thomas A. Im- 
proved methods of inference in econometrics. Stud- 
ies in Mathematical and Managerial Econom- 
ics series, vol. 34. Amsterdam; Oxford and Tokyo: 
North- Holland: distributer! in the U S and Canada 
by Elsevier Science. N.Y., 1986. Pp. xvi, 291. 
$59.(10. ISBN 0-444-87936-6. JEL 87-04.39 
Analysis of advances in methods of estimation 
and hypothesis testing. Part 1 deals with the deci 
sion theory approach to the choice oi estimators 
and reviews alternative measures of |x - rformance. 
Part 2 addresses inequality estimation and hypoth- 
esis testing lor a variety of special linear statistical 
models. Part 3 considers the general statistical 
model with general linear restrictions. Part 4 exam- 
ines some sampling results for the Stein Lunds of 
estimators. Judge is at tin r ■ ' til..,,,;, 

and the Universits "I . 
is at the Universit 
index. 

See also. ILxik Nun. 

220 Economic w 

Enckkman. Siam. i- \ 1. sm 
cels /a’’ig-/rrm factors in Amenntn r- ci uuui< 
I’riru'tli. Studies in Income and W ealtli series, vol 
51. Chicago and l«ondon: Uniscisits ol Chicago 
Press. 1986. Pp. xi. 884. $79 95. ISBN 0-226- 
20928-8. JEL 87-9440 

Fifteen pa|XTs and discussions presented at a 
conference on Long-term Factors in Aincncan 
Economic Growth hold in Williamsburg. Virginia, 
in March 1984. Papers focus oil the historic.il pro- 
cess of economic change in nineteenth and twenti- 
eth century United States. Canada, and British 
West Indies. Organized in four main sections: the 
national pr«xluot-j»apers dealing with new esti- 
mates of Canadian CNF for 1870-1926 and measur- 
ing the transaction sector and transactions costs 
ill the American economy. 1870-1970. capital and 
wealth- three essays covering U.S. capital stixk in 
the nineteenth century , economic mobility of nine- 
teenth century Utali households, and inheritance 
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in Butler County, Ohio. 1803-65; population ami 
the labor force — six papers discussing marital fertil- 
ity control, 1855-1915, the decline in U.S. house- 
hold fertility, 1750-1900, nutrition and the decline 
in mortality since 1700. the female labor force and 
American economic growth, 1890-1980, early 
nineteenth century population and lalxir in the 
British Caribbean, and revised estimates of the 
U.S. workforce. 1800-60; and sectoral studies — 
four papers analyzing productivity growth in manu- 
facturing in the American Northeast, 1820-60. out- 
put and productivity in Canadian agriculture. 
1870-71 to 1926-27. changes in the Canadian rail- 
way sector, 1871-1926. and long-term trends in 
state and local finance in North Carolina. 1800- 
1977. Contributors are mainly economists and eco- 
nomic historians. Engertnan is John H. Munro Pro- 
fessor of Economics and Professor of History at 
the University of Rochester. Callman is Kenan Pro- 
fessor of Economics and History at the University 
of North Carolina. Author and subject indexes. 

Fhanz. Alfred and Haineh, Nohbkht, eds. Problems 
of compilation of input-output tables: Proem-dint's 
of an International Meeting organized by the Aus- 
trian Statistical Society, Baden near Vienna. Aus- 
tria. 19-25 May. 1985. Schriftenreihe der Oster- 
reichischen Statistisclien Gesellschaft. Iiand 2. 
Vienna: Orac. 1986. Pp. 571. Paper. ISBN 3- 
85368-787-3. JF.L HT-0441 

Thirty papers examine compilation problems 
that arise in the production of input-output tables. 
In eight parts; the layout of 1-0 table frameworks, 
the role of 1-0 statistics within national statistical 
systems; reconciliation with national accounts, l»al- 
ancing procedures; methods of extrapolation and 
problems of intertemporal and international com- 
parability; problems of valuation, construction of 
tables in constant prices, and the measurement 
of productivity; the role and use of basic statistics, 
and the integration of 1-0 tables with the interna- 
tional system of national accounts. The contributors 
are mainly statisticians. The editors are associated 
with the Austrian Central Statistical Office, Vienna. 
No index. 

Slater, Paul B. l-arge scale data analytic studies 
in the social sciences. Santa Barbara, Calif.; Uni- 
versity of California, Community and Organization 
Research Institute, 1986. Pp. 153. $30.00, paper. 

JEL 57-0442 

Twelve studies, nine published previously, ex- 
amine the use of various analytical techniques to 
discern structural patterns in large data sets of so- 
cioeconomic relevance. Subjects and/or data sets 
explored are; residential sales prices, the petro- 
leum trade in 1970, determination of groups of 


functionally integrated industries, the network 
structure of the United States input-output table, 
comparisons of aggregation procedures for interac- 
tion data, gloltal trade patterns, U.S. metro|>nlitan 
mortality. U.S. intercounty migration Hows. point- 
tn-point migration functions and gravity model re- 
normalization. world imputation distribution, in- 
ternational migration and air travel, und citations 
Ik* tween scientific journals. Slater is at the Gom- 
mniiity and Organization Research Institute. Uni- 
versity of California. Santa Bari hi ra. No index. 

United Nations Conkehenck on Tkaiie and Devel- 
opment. Yearlxxik of international comnuniity sta- 
tistics. 1965. New York; United Nations, 1985. Pp. 
xviii. 577. $52. (K), jxi|>cr. ISBN 92-1-112215-5. 

JEL H7-0445 

Second edition of disaggregated statistical series 
(or the world, regional, and country levels lor trade 
in selected agricultural primary commodities and 
minerals, ores, und metals, including production 
and consumption series for the latter. Contains ad- 
ditions, revisions, and some corrections to the first 
edition, us well as new tallies covering various years 
from 1960 through 1983. Consists of summary ta- 
bles on shares and trade values; tables on agricul- 
tural primary coinuuxlity trade in ftxxl and lever- 
ages and in agricultural raw material, and tables 
on minerals, ores, ami metals statistics by regions 
and countries for aluminum, copper, iron, manga- 
nese. nickel, phosphate, sulphur, and lin. No in- 
dex. 

United Nations Industrial Development Ohi.ani- 
zation. Input-output tables for den-loping coun- 
tries. Volume II. New York; United Nations, 1985. 
Pp. ix. 316. *21. 00. paper. ISBN 92-1-106205-5. 

JEL H7-0444 

Input-output tables for fourteen developing 
countries: Argentina, China (Taiwan Province), 
Egypt, Fiji, Guatemala, Haiti, India, Indonesia. 
Morocco, Nicaragua. Rwanda. Singapore. 'Iliai- 
Jand, and the United Republic of Tanzania. Most 
tables are for various years of the early 1970s. Also 
discusses problems of comparability, classification, 
and standardization. No index. 

Westfall, Guikia. Bibliography of official statistical 
yearbooks and Inilletins. Government Documents 
Bibliographies series. Alexandria, Vu. : Ghudwyck- 
Healey, 1986. Pp. 247. ISBN 0-85964-124-4. 

JEL 87-0445 

Bibliographic listing of national officiul statistical 
yearbooks and bulletins. Entries are arranged first 
according to major regions of the world; Africa, 
the Americas, Asia, Europe, and Oceania, and then 
according to countries within euch region. Each 
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entry lists availability of information in the follow- 
ing categories: physical environment, demogra- 
phy. economic affairs, |>olitical affairs, and social 
and cultural affairs. 

See also: Book Number JEI. 87-0606 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial Theory 
and Institutions 

Atciikassov, A. and Pheksin, (). Tuxi i vorlds- — Ttvo 
monetary systems. Moscow: Progress, 1986. Hp. 
251. JEI. 87-0446 

Translated from the Kussian. ( Comparative analv- 
sis of socialist and capitalist monetary systems and 
international monetary relations. Discusses the ba- 
sic laws ol development and the present structure 
of tin 1 capitalist monetary system and relations, 
the crisis oi the system, and the foreign -exchange 
crisis. Examines the distinguishing features of the 
formation of the foreign -exchange and monetary 
system of socialism, the (IMF, A system ol interna- 
tional settlements, international socialist credit, 
and the monetary system of socialism, and mone- 
tary systems of the U.S.S.K. and the United States. 
Discusses the main differences in organization of 
the Soviet and American lumkiug systems. General 
conclusions are- that the capitalist world crisis has 
escalated since the collapse of the Brctton Woods 
system because the capitalist world has Ireeu un- 
able to find an adequate substitute loi gold as a 
role for the existing or any new monetary system. 
Atchkassov is Deputy General Manager and l’rck- 
sin is Manager, U.S.S.H Bank for Foreign Trade 
No index. 

Black, Dkhohaii G. Success anti failure of futures 
contracts: Theory anil empirical evidence. Mono- 
graph Series iu Finance and Economics. Mono- 
graph 1986-1. New York: New York Univcisitv. 
Graduate School of Business, Salomon Brothers 
Genter lor the Study ol Financial Institutions. 
1986. Pp. 70. Paper. isBN JEI. 87-0447 

Develops a model to explain the success or fail- 
ure of new futures contracts, the framework syn- 
thesizes Ixith commodity and contract characteris- 
tics. Hcviews existing literature; specifies a model 
of the determinants of contract success, tests the 
hypotheses using a cross-section model ol the aver- 
age daily volume of trailing for each innovation 
(as a measure of success) as a function ol relative 
residential risk, liquidity of the cross hedge, cash 
price volatility, and cash market size: and uses the 
model to forecast success or failure of a new con- 


tract. Finds that the model accounts for 85 percent 
of the variability in trading volume and that it could 
lie used as a predictive tool in analyzing potential 
new contracts. Black is Assistant Professor of Eco- 
nomics, Hunter college of tile City University of 
New York. No index. 

UllEALEY. R. A. An introduction to risk and return 
from common stocks. Second edition. Gumhridge. 
Mass.. MIT Press, [1969, 1983] 1986. Pp. 188. 
*7 95, paper. ISBN 9-262-521 16-4. 

JF.L 87-0448 

Paperback reprint of the second edition. [For 
annotation of the second edition, see JEI . no. 83- 
0780. [ 

Campbell, Gulin D. and Dot can, William R . eds. 
Alternative rnonetunj regimes. Baltimore and Lon- 
don. Johns Hopkins University Press, 1986. Pp. 
xi, 251. ISBN 9-8018-2887-2. JEL 87-0449 
Six papers, each with two commentary essays, 
originally presented at a conference at Dartmouth 
Gollege in August 1984. The introduction by the 
editors discusses the rational expectations approach 
and how the predictability of monetary policy may 
affect the attainment of tin - economic goals of full 
employment .mil prioe-l* vel stability. Holiert Bairo 
analy zes the inherent logic of a purely discrctionan 
regime. Anna J. Schwartz’s (taper summarizes the 
history of the gold standard and examines the pro- 
posal that the United States ret mil to such a st.m- 

datd. Richard N ■ ' 

and external iiuplu 

’Hie p.i|x-r by Allai 

U.S. from 1890 to I 

ity of money and | ■ 

regimes. David K ■ 

sen e discretion m 

Roliert K. Hall prop' 

gillie. Tin- authors aie n 

Ik-11 is I siren M. Bern l’nihs. . . . 

Dartmouth College Dougan is Visiting Piolessei. 
Center for the Study ol the Keoinuin and the State. 
Graduate School ol Business. L’nixersitx ol Chi- 
cago. Index. 

Gixiwiti. Robert W. Money and markets: Essays 
by Holu'ri W Clown Paperlxirk edition. Kdited 
by IYinii.ii A VVsikek. Cambridge. New York 
and Mellxiiiroe Cambridge University Press. 
[1984 1 1986 Pp. \V. 277. $10.95, |>aper. ISBN 
9-521-31569-1 JEI. S7-94.50 

Piiperbiu-k reprint. |Se«- JEE no. 85-07.57 for 
annotation. See JEI.. September 1985 (Vol. 24. 
no. 3). p. 1247 for review.] 

Davis, E. P. Portfolio behaviour of the non-financial 
private sectors in the major econotmcs. BIS Eco- 
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mimic Papers series, no. 17. Basel. Switzerland: 
Bank (or International Settlements. Monetary and 
Economic Department, 1986. Pp. 140. Paper. 

JEL 87-045/ 

Analyzes the behavior of financial usset and liabil- 
ity accumulation and portfoli<i selection of the per- 
sonal and company sectors, uses annual data for 
the period 1966-84 for stocks of financial assets 
held by these sectors in the United States, the 
United Kingdom. West Germany and japan. Dis- 
cusses the liehavior of the size of sectoral portfolios 
over recent years and assesses econoinetricallv the 
determinants of portfolio size according to the para- 
digm of a dynamic portfolio model. Considers re- 
cent developments in financial markets. Proceeds 
to analyze composition, determinants of portfolio 
distribution, and portfolio instability, and assess 
the significance and universality of trends in finan- 
cial markets. Finds that despite differences in ac- 
tual holdings, the underlying determinants of asset 
and debt holdings are broadly comparable across 
the four economies studied. Concludes that differ- 
ences observed in portfolio holdings result largely 
from different financial conditions. Also available 
in French. No index. 

Fei.DMAN, Robert Alan. Japanese finattcial markets- 
Deficits, dilemmas, and deregulation. Cambridge. 
Mass., and London: Cambridge University Press. 
1986. Pp. x, 345. 527.50. ISBN 0-262-06104-X. 

JEL 87-0452 

Describes and analyzes domestic and interna- 
tional aspects of the process of financial market 
integration in Japan over the past fifteen years. 
The main theme is that, in both domestic and inter- 
national markets, repeating cycles of market pres- 
sure, innovation, and deregulation occurred as a 
result of accumulating fiscal deficits and current 
account swings. Focuses on financial market ac- 
commodation and how market pressures, portfolio 
adjustments, disintermediations, and readjust- 
ments led to enhanced feedback throughout the 
financial system. Uses an econometric model built 
within the portfolio-balance framework to analyze 
innovation, deregulation, the loan market, and 
monetary policy. Considers different approaches 
to internationalization {regulatory, quantity, and 
price) and develops a model that modifies the port- 
folio-balance model by building a set of interlock- 
ing balance sheets with domestic and foreign assets 
and then adds internationalization as a new sector 
to the balance sheets. Concludes with a discussion 
of the future of the Japanese financial system and 
the benefits and costs of enhanced feedback and 
interest-rate arbitrage. Feldman is an economist 
at the International Monetary Fund. Index. 


Firth, Miciiaei. and Keane. Simon M.. eds. Issues 
in fitumce. Oxford: Allan: distributed in the U.S. 
and t.'anada by Humanities Press, Atlantic High- 
lands. N.J., 1986. Pp. x, 269. Paper. ISBN 
0-86003-643-X. JEL 87-0453 

Intended to complement introductory and inter- 
mediate textlxmks in finance, emphasizes the insti- 
tutional sitting and empirical research in Brituin. 
Topics of the nineteen puperx are: theories of mod- 
ern finance (efficient markets, portfolio theory, cap- 
ital asset pricing): corjiorate financial management 
(investment appraisal. corjMirate Ixirrowing |x>licy. 
dividend |x>lity, required return on investment 
projects, equipment leasing, raising equity — the 
problem of setting the issue price, determinants 
of corporate Ixmd yields, working capital manage- 
ment. option pricing, financial statement analysis. 
U.K. taxation and financial decision making, and 
valuation of shares): international corporate financ- 
ing. implications and problems of recent empirical 
research in finance, and the current slate of finan- 
cial knowledge and likely future developments in 
academic research. Firth is Professor of Accoun- 
tancy. University of Colorado. H cane is Professor 
in Business Finance. University of Glasgow, index 

Gowda, K. Vens.atac.ihi. Eradication of ht tick wealth 
and Idack money (A scheme of monetary reform). 
World View Monograph Series, no. 1. Bangalore. 
India: World View Publications, 15/86. Pp. xv. 130. 
$5.<X>. JEL 87-0454 

Argues that the eradication ol black wealth and 
black money (i.e., black market operations) is nec- 
essary if the authorities of India are serious alxmt 
controlling inflation and meeting the objectives of 
the Seventh Five Year Plan approved by the Plan- 
ning Commission in Scptciiilicr 1985. Projroses a 
new scheme of monetary reform that would con- 
vert black money holdings into new currency to 
eradicate the stock of black wealth, eliminate 
spending financed from this source, and cause a 
foil in prices to the I960 level. Discusses India’s 
inflationary surge, estimates of black money, at- 
tempted remedies, existing remedies, and recent 
government reports and proposals. Gowda was for- 
merly Professor and Head. Department of Eco- 
nomics, Bungafore University. No index. 

Grady, John and Weale, Martin. British hanking. 
1960-85. New York: St. Martin s Press, 1986. Pp. 
xii, 232. 529.95. ISBN 0-312-10041-8. 

JEL 87-0455 

Description and analysis of the evolution of the 
British banking system since 1960. Provides an ov- 
erview of changes in the economy and in economic 
indicators during the period 1960-85. Discusses 
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risk and financial institutions as well as the changes 
in the control and supervision of the Bank of En- 
gland. Describes the breakdown of the traditional 
banking system and the growth of the accepting 
houses, the new money markets, and other non- 
clearing lianks. Analyzes the sources and impact 
of recent international problems and identifies ma- 
jor areas of instability. The late John Grady was a 
Director of Samuel Montagu Ltd. Weale is Re- 
search Officer in the Department of Applied Eco- 
nomics, University of Cambridge. Glossary; bibli- 
ography; index. 

Khousk, Clkmknt G. CajHtal markets and prices. 
Valuing uncertain income streams. Advanced 
Textlxxiks in Economics series, vol. 25. Amsterdam, 
Oxford and Tokyo: Nortli-llolland, distributed in 
the U.S. and Canada by Elsevier Science, N.Y., 
1986. l»p. xxi, a59. $49.00. ISBN 0-444-87931-5. 

JEL 87-0456 

Textbook in economic analysis outlines the theo- 
retical Ibundations of the valuation of uncertain 
income streams. Presents the theory of choice un- 
der risk and the achievement of equilibrium m a 
contingent commodity market economy. Discusses 
the nature of contingent claim market economies 
and of complete and incomplete security markets. 
Reviews efficient sets and linear pricing, and out- 
lines the capital asset pricing inode). Covers the 
relevance of production and capital structure in 
the theory of the firm, multiperiod consumption 
and investment, anil multiperiod valuation. Kronse 
is at the University of California. Santa Harlura. 
Mathematical up|X*iidie-es, index. 

Mayc:ck:k. Jamks. Financial conglomerates The new 
phenomenon. (lower Studies in Finance and In- 
vestment series, no. 2. Aldershot, England, and 
Brookfield, Vt. : Gower, 1986. Pp. xiv, 106. $48.50. 
ISBN 0-566-00820-3. JEL 67-0457 

Traces the development of financial conglomer- 
ates, particularly in the United States and the 
United Kingdom, over the past three decades, ar- 
guing that these institutions have become the rule 
ruther than the exception; considers the factors — 
especially legal — that have encouraged their forma- 
tion. Discusses the pustwar U.K. financial system, 
how U.K. clearing banks liegan the conglomerate 
trend, competitive pressures, and international as- 
pects. Also reviews other U K. financial institu- 
tions, including insurance companies, discount 
houses, merchant hanks, and the stock exchange. 
Dcscrilies the U.S. legislative framework and com- 
pares It with that of the U.K. Discusses the role 
of deregulation and presents several case studies 
of both bank lending companies and nonltank finan- 


cial conglomerates. Also dcscrilies the situation in 
Australia, Canada, Japan, and West Germany. Fi- 
nally, discusses the retailing of financial services, 
current issues and problems, and future perspec- 
tives. Concludes that conglomerate form of organi- 
zation for financial institutions is mainly the out- 
come of the internationalization of trade and 
financial Hows, rising standards of living, techno- 
logical advance, and deregulation. Maycock is a 
former banker and currently is a consultant to the 
Institute ol European Finance at the University 
College of Wales. Glossary, index. 

SiiaixiwOi'kn Makkki Ciimmittkk. Policy statement 
and position ftapers. September 21-22. I Wifi 
Rcx-hestc-r. University of Rochester. Graduate 
School of Management, Center for Research in 
Government Policy and Business, 1986. Pp. 62 
Pajx-r. JEL 87-0456 

The Septemlx-r 1986 policy statement proposes 
that: the U.S. long-term problem is not tlie twin 
deficits in the government budget and trade itn 
lialance. but that the United States must invest 
more in productive capital to increase productivity 
and consume less, eliminate the corporate income- 
tax and substitute a broad-lxisecl consumption tav 
and reduce- the growth rate of the inoucton liase- 
to a rate consistent with price stability -3 to 4 per- 
cent). Three position papers discuss the economic 

outlook ijc-rrv I, Jordan 1 - *• *-.i>i 

of the Gramin-Rud' 
la-vyi. and time - 
cepts iliolx-i t R.t.. 

SlMl’MiV TllOSI ss 1 ) 
analysis Third , 

Prentice- Hall. |l'i 
ISBN (L 13-600222 
Tliird edition ol a t> si i 

ing | see J EJ. no 8/ -07 ih tor . 11111 - latio-i ol 1 1 1 po 
sums i-chtumj. Because ol their melt asiug Mimlan- 
tn-s, trunks anil limits arc* eliw-ussc-d together r.ith«-r 
than in ddfemit chapteis. A ne w chapter lias been 
added that discusses Irasic economic tniicticms ol 
dc‘|Xi.sitor> institutions, such as then role 111 tin* 
monetization ol debt, managing balance sheet chs- 
turbances. and managing credit risk The chapter 
on iihhh-v and nioiw-tars standards lias lx*en re- 
vised to iiic-lucli- .1 detailed discussion >)f the- csolu- 
tion of pavnient systems, indicating how ethcic-ix-s 
lias cenne at the cxix-nsc of gi cater usk. The chap- 
ter dealing with the depositors and regulator \ sys- 
tc-uis has Ix-en rev ised completely . fix-using cm the 
exists ol providing cleixisitory servicc-s and othei 
ciineut |xi!k-v issues Also includes an updated dis- 
cussion of ofi-ltalance sheet activities and interest 
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rate risk management; a discussion of securities 
dealers and pension funds; and a discussion of debt 
and GNP targeting. References, summary, key 
terms, and questions for thought and discussion 
at end of each chapter. Simpson is with the Federal 
Reserve Board. Index. 

See alst>: Book Numbers JEL 87-0429. 87-0457. 

87-0503. 87-0523 

3*0 Fiscal Theory and Policy; Pvbijc Finance 
Bhoyvnisic, F.ex.ah K. and Bhowninc, Jacquklknf. 
M. Public finance and the price system. Tliird edi- 
tion. New York; Macmillan; London; Collier Mac- 
millan. 11979. 1983] 1987. Pp. xvi, 537. $29.00 
ISBN 0-02-315720-8 JF.L 87-0160 

Third edition of an introductory public finance 
textbook that treats both government expenditure 
and tax policies. Requires no prerequisites but pre- 
vious coursework in intermediate microeconomic 
theory may be helpful. Significant changes from 
the previous edition include: new sections on sub- 
sidies to higher education and value added taxa- 
tion, expanded treatment of government deficits 
and poverty, new material on corporation and indi- 
vidual income taxes to reflect recent developments 
in tax policy, and end-of-chapter questions. (For 
annotation of the previous edition, see JEL no. 
84-0436. ] The authors are at Texas A&M Univer- 
sity. Index. 

Goss, Christopher. Petroleum and mining taxation 
Handbook on a method for equitable sharing of 
profits and risk. Aldershot. England, and Brook- 
field, Vt.; Gower, 1986. Pp. xiv, 69. $39.95. paper. 
ISBN 0-566-05269-5. JEL 87-0461 

Guide to the application of U. K. Additional Prof- 
its Tax (APT) to mining and petroleum. Discusses 
the need for special taxation of mining and petro- 
leum. the concepts involved in calculating APT, 
the step-by-step process of calculation, its features, 
some of its refinements and alternative forms, its 
advantages and disadvantages, alternatives to APT, 
and Its use in practice. No index. 

Herber, Bernard P.. ed. Public finance and public 
debt: Proceeding t of the 40th Congress of the Inter- 
national Institute of Public Finance, Innsbruck. 
1884, Detroit; Wayne State University Press, 1986. 
Pp. xx, 363. $40.00. ISBN 0-8143-1810-X. 

JEL 87-0462 

Twenty-seven papers consider the purposes of 
government spending and the increase in public 
debt in both socialist and market economies in de- 
veloping and developed nations. Major subject ar- 
eas are: (1) ma croeconomic and stabilization issues 
of fiscal deficits as generators of public debt: (2) 
issues of al locational efficiency as they relate to 


public del>t ami arc linked to economic stabiliza- 
tion; (3) interaction lietween public debt and the 
public choice process; and (4) intergovernmental 
public debt problems and policies. Some specific 
topics a re: changing concepts of public debt in the 
history of economic thought; definition and mea- 
surement problems; public debt trends in the 
United Kingdom: the limit to deficit size in devel- 
oping countries; indexation of government debt, 
government expenditure growth; intergenerational 
debt burden distribution; public enterprises und 
off-budget debt; and debt management in small 
open economies. The welcoming address ami one 
paper are in French. Theedihn is ut the University 
of Arizona. No index. 

Holton, Rohi.ut J. and Turner. Bryan S. Taleott 
Parsons on economy and society Now York and 
lanxlon: Hnutlcdgf and Kegan Haul. 1986. Pp. vii, 
276 $50.0(1. ISBN 0-7102-0746-8. 

JEL 87-0/63 

This study of the contributions of the late Taleott 
Parsons grew out of a series of seminars in sociology 
at Flinders University. South Australia. Five essays 
by the authors and a contribution by Roy Fitzlienry 
reappraise Parsons's impact on modern sociology 
Focuses on Parsons’s outline ol a map ol the ''so- 
cial,” which called lor laith defining the Ixmndaries 
lictwcen society and organic- lile and describing 
the internal exploration ol social relations lictwcen 
culture, personality, and sncial structure with the 
objective of application, extension, elalxiratinn, 
and comparison. Examines Parsons's analysis ol 
medicine in relation to society. Also discusses his 
views on religion, theodicy, and death in relation 
to the sociology of modern societies Analyzes Par- 
sons in terms of Vrrsti'hrn — the methodology of 
subjective understanding— -ami its role in the con- 
cept of siK i.il action. Examines the mans criticisms 
of Parsons and discusses Parsons's contributions 
toward sociology for a modern world, arguing that 
he was not an apologist for "cross economic individ- 
ualism," but rather sought to determine the value 
inputs and normative rules that regulate economic 
life and prevent the unilateral o)>eratiou of a utilita- 
rian social order. Holton is Senior lecturer in Soci- 
ology and Turner is Professor of Sociology. Imtli 
at Flinders University. Bibliography of Parsons's 
works. Bibliography, index. 

Hyman, David N. Public finance: A rontem/rorar y 
application of theory to policy. Second edition 
Chicago; Montreal; London und Sydney; Holt. 
Rinehart and Winston; IJryderi, [1983] 1987. Pp. 
xxi, 634. ISBN 0-03-007498-3. JF.L 87-0464 
Second edition of an introductory tcxtlxiok in 
public finance. Clianges from the previous edition 
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include: inure graphic analysis, increased analysis 
of government expenditure programs, improved 
treatment of the theory of taxation; better coverage 
of income taxation: a new chapter on budget defi- 
cits; boxed analyses of important current issues, 
und end-of-chapter problems. |See JEL no. H-'i- 
0406 for annotation of first edition. | llyinan is at 
North Carolina State University, (ilossarv: tiunte 
und subject indexes. 

Kantii, Kajani Kannki'ai.u. Political economy anil 
laissez-faire: Economics and itleology in the Hicar- 
dian era. Totowa. N J Littlefield. Adams. 1‘JHti 
Pp. 200. $34.50. ISBN 0-H476-74SS-4). 

JEL 67-0466 

Presents an interpretation of the economic theo- 
ries and conflicts of early anil iiiid-uineteenth cen- 
tury England. Examines classical use of laisse/.- 
faire as a technique for dismantling the existing 
|M>liticul structure with its various regulations Ilia) 
inhibited unrestricted growth of capital. Analyzes 
economics as |xihcy, describing classical economics 
as “in reality an empirically specific 'iKilitic-.il' sci- 
ence of transition m the dynamic social context ol 
early nineteenth century England." Cites the Poor 
Laws and the Corn laiw.x and the social classes 
they protected as crucial areas of interest tor the 
classical <*coiiomists who viewed these laws as "in- 
efficient agencies ill their scheme ol social prog- 
ress." Argues that in reality classical economics 
was an ideology in defense of Imurgeois interests. 
Concludes that the philosophy ol laisse/.-laire ssas 
“a uniquely- efficient device in securing classical 
objectives. Originally written as a I’ll l> thesis 
at the New School lor Social Research in I OHO 
Ranth is Assistant I'rotessor of Econoinu s at the 
University of Utah. Bibliographv . index 

I.VNIIAI'. Ksl. fit SSI) JoHI.KNStlN. I)\ll W.. cds 
Technology and economic fMihcy Cambridge, 
Mass.: Harper ami Kow. Hallmgei. lWi Pp. \m 
344. $29.95. ISBN O-HhT.UMKVv.x JEL 67-(H66 

First publication Irom the Program on Techno! 
ogv and Kcxinoimc PoIh-v . establishes! at the ken 
nedy School ol Cox eminent. Harvard University, 
in Septemlrer I9M Volume is Iwsesl on the prn- 
cecdingx of a Conference on Technology and Ecu- 
nomic Policy , helsl in Washington m 19S5. sxm- 
vened to develop an understanding ol the 
mterrelut kinships lietwcen current issues m txxi- 
nouiic |Milicy and technological innovation and cm 
phasizing the impact ol taxation mi till' rate ol inno- 
vation, (‘specially corporate income taxes and their 
(•fleets on venture ca|ntnl and capital costs. Also 
considers the iin|tuct of the li-dcral deficit on the 
financing of new investment und technology'. Four- 
teen essays cover topics such as technology, eco- 


nomics, and public policy, tax policies ibr the eight- 
ies; federal tax policy and the budget; corporate 
income tax reform, incentives and windfalls in cor- 
porate tax reform; tax policy influence on venture 
capital; attacks on capital gains taxation benefits, 
capital gains taxation and its incentive to growth, 
the accelerated recovery system, investment tax 
credit, capital cost recovery system, and neutral 
cost recovery system and their effects in an infla- 
tionary economy; budgets, deficits, technology 
and economic growth, financing American invest- 
ment in new technology, causes, effects, and reme- 
dies lor the gap in the cost of capital, the relative 
iui|>act of taxation and interest rates on the cost 
ol capital, and the Treasury tax reform plan. The 
contributors ure mainly economists. Landau is with 
Listowel Incorporated and an adjunct Professor at 
the University of Pennsylvania. Jorgenson is the 
Frederic Eaton Ablie Professor of Economics at 
Harvard University. Index 

Lkk. Dvvu.irr It . ed. Taxation and the deficit econ- 
omy Fiscal }M>hcy and capital formation in the 
I'nited States Foreword by Mu iiam. J. Bom, in 
P acific Studies in Public Policy series San Fran- 
cisco, Calif Pacific Research Institute for Public 
Policy, I9hfi. Pp. xxv ii, 554 $34 95. cloth $14 95. 
paper. ISBN <>~93B4Vv- 13-1 JEL 67-0467 

Eighteen pa|>crx concentrate on 1 the iro- 
iiomic consequences of l S. fiscal polio, espe- 
cially regarding its consequences foi capital tonna 
turn, and 1 2- the politics ol the fiscal piocess itself 
Five p.i|H‘rs cxinsidei the economic (-Herts ot taxa- 
tion. seven disoixs S|«endilig deficits, alid otiici 

forms of hidden taxation *v > ■ 

iicurship m the pn».i' 
the roles ol taxat' 
last pa|iei Itx-usi - 
v k1h.iI I Igllts \|-|' 
rcfoi ms include 
system with a ti 

(xmstitution.il aim 
federal budget and ' 
budget s|H-mhng. o'li'i'u i 

scheme for the Social Secmltv prngi.un and ictlm - 
turn of mihtarv s|>cudmg without (viinpruiiusing 
national six-iinty file loiitribntors are (xxuionusts 
The editor is Professor ol Economics and holder 
of the Bernard B and Ftigema \ H.imsev Chair 
of Priv ate Entcipri.se. University of Geoigia ln- 
dex 

I.IM 1 IIOI st. Riciiarh W . ed. Examination o f haste 
ueakncsM S of income as the major federal lax hast- 
New York and lanidon Greenwood Press. Pme- 
gei. imi. 1*|>- xv. .320 $37.95. ISBN 0-275- 
9214N-4 I EL «7-<)46J> 
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Eleven papers identify and examine the sources 
of economic instability and inefficiency of a federal 
tax system based on profits and income, and assess 
reform possibilities in light of the existing mis- 
match between the income sources of the U.S. 
federal government and its spending and manage- 
ment needs. Topics include: growth and failure 
of the income tax: federal individual income tax 
collection costs; the complexity, verbosity, and 
progressivity of the Internal Revenue Code; the 
value-added tax alternative; expanded income tax 
withholding: federal income tax evasion: the adjust- 
ableness of the tax system: the underground econ- 
omy in the United States and Western Europe; 
economic assessment of the president's 1985 tax 
reform proposal; the concept of income realization 
and deductible costs; and roots of the existing fed- 
eral corporate income taxes. The contributors are 
taxation specialists. Lindholm is Professor of Fi- 
nance and Emeritus Dean of the College of Busi- 
ness Administration, University of Oregon. Index. 

Lybbck, Johan A. The growth of government in 
developed economic*. Aldershot, England, and 
Brookfield. Vt.: Cower, 1986. Pp. xiv, 257. ISBN 
0-566-05178-8. JEL 87-0409 

Combines economics and political science in ex- 
plaining the growth of government. Views the 
growth of government as the result of several soci- 
etal interactions — between voters, elected bodies, 
interest groups, and the government. Examines 
significant increase in the public sector since the 
Second World War in the OECD countries. Pre- 
sents a description of Sweden's experience with so- 
cial and economic experiments. Discusses both 
short- and long-run causes for public expenditures 
and the growth of government and surveys consti- 
tutional restraints in various countries on the 
growth of government. Raises questions about vot- 
ing rights and die principle of majority rule in de- 
mocracies. Concludes that ". . .it appears rather 
meaningless to discuss limitations on the total size 
of the government sector. Instead, the discussion 
on demands of particular public goods and services 
and their financing should be focused on. ” Parts 
of the book constitute portions of the author’s doc- 
toral thesis in political science and several of the 
chapters have been published previously. Lybeck 
it Senior Vice President of SwedBank, Stockholm. 
Author and subject indexes. 

Mills, Edwin S. The burden of government. Stan- 
ford, Calif. : Stanford University, Hoover Institu- 
tion Press, 1966. Pp. x, 188. $23.95. ISBN 0-8179- 
8281-7. JEL 87-0470 

Economic analysis of the many roles govern- 
ments play in coo temporary societies. Explores, 


using economic theory, what governments should 
and should not do to achieve desirable economic 
goals. Emphasizes the distinction lietween positive 
and normative economics, stating that most "of this 
book is about what private groups can do better 
than governments and what governments can do 
(letter than private groups." Presents a factual 
background depicting tins growth of governments 
during the late nineteenth and twentieth centuries, 
focusing primarily on the United States. Analyzes 
social efficiency from the perspective of what gov- 
ernments need to do to achieve this objective. Ex- 
amines the notion of equity, suggests governmental 
actions that would improve equity in the United 
States, and discusses the issue of optimum income 
distribution. Explores specific areas of government 
activity, including government macroeconomic 
policies affecting unemployment, inflation, and 
growth and the effects of lioth federal and state 
and local regulations. Describes the role of govern- 
ment in poor countries. Concludes that govern- 
ment "excesses impair social efficiency of the econ- 
omy, slow economic growth, and make the 
economy less equitable than it should be. In the 
process, governments deprive citizens of precious 
economic and political freedoms." Mills is Profes- 
sor of Economics at Princeton University. Bibliog- 
raphy; index. 

Pkciim/xn, Joseph A. The rich, the poor, and the 
taxes they pay. Boulder, Goto.: Westview Press. 
1986. Pp. xvi, 317. $40.00. ISBN 0-8133-0376-1. 

JEL 87-0471 

Presents the results or the author’s research on 
the distribution of the U.S. tax burden and alxiut 
the unique features tif the federal tax system. Ex- 
amines the distribution of the tax liurden, 1966- 
85; individual income taxation: tax issues such as 
capital gains and losses, adjusting for inflation, con- 
sumption expenditure, taxes, value added taxation, 
and tax-based income policies; financing a federal 
system; income maintenance, with attention to its 
practicality and the New jersey experience. Social 
Security: and a comparative review of tax programs 
abroad, particularly Japan and Great Britain. Con- 
cludes that the federal income tax is only mildly 
progressive and ha* not moderated income ine- 
quality to any significant degree. Finds that the 
system of transfer payments is highly progressive. 
Recommends an increase in the progressivity of 
the tax system. Pechman is a Senior Fellow and 
formerly Director of Economic Studies at the 
Brookings Institution. Index. 

Peterson, George E., et al. The Reagan block 
grants: What have we learned? Changing Domes- 
tic Priorities Series. Washington, D.C. : Urban In- 
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ftitute Preu, 1966. Pp. xviii, 134. Paper. ISBN 
0-67766-400-5. JEL 87-0472 

Part of a series of studies examining changes that 
are taking place in the nation's domestic policies 
under the Reagan administration. Examines the 
history of state and local programs folded into block 
grants for health and human services. Discusses 
funding for these programs from other sources. 
Presents an overview of the history of block grants 
and the Reagan approach. Indicates only minimal 
success to date, with only one initiative succeed- 
ing — the replacement of CETA by the Job Training 
Partnership Act of 1982. Attributes most of the 
failure of the program to the political concent that 
it means budget cutting. Cites transportation as a 
case where the block-grant proposal has not I teen 
considered on its intrinsic merits because it is 
linked to steep cuts for mass transit. Randall H. 
Bovbjerg, Barbara A. Davis, and Peterson all are 
with the Urban Institute. Eugene C. Durinan is 
with the Environmental Protection Agency. 
Theresa Gullo is an analyst at the Congressional 
Budget Office. No index. 

illOMK, Paktiiasahatiii, ed. Fiscal issues in South- 
east Asia: Comparative studies of selected econo- 
mies. Singapore; Oxford; New York and Toronto: 
Oxford University Press, 1986. Pp. x, 237. $32.00. 
ISBN 0-19-582655-8. JF.I. 87 -0473 

Eleven papers (three previously published) dis- 
cuss topics relating to fiscal policy in countries of 
Southeast Asia. The papers in part 1 review the 
economic structure of these countries and discuss 
the nature of changes in the structure of taxation 
that occur with rconmnk' development. Part 2 
deals with the impact of tax incentives for the pro- 
motion of investment and employment. Part 3 dis- 
cusses the design and incidence of corporate in- 
come taxes, while part 4 examines agricultural, 
mineral development, and excise taxes. Part 5 cos - 
ers the design, coordination, and impact of fiscal 
policy and social security institutions. Contributors 
are: Jonas N. Agell. Mukul Asher. Anne Booth. 
Sheetal K. Chand, Craig Emerson, Mark J. Fer- 
ron. Ved P. Gandhi. Ichiro Otani, Vito Tanri, and 
the editor. Shoine is an economist at the Interna- 
tional Monetary Fund. Bibliography; index 

'ifiAUi, Josfc. Fiscal policy and the external con- 
straint. DocumentodeTraliajo. no. 8706. Madrid: 
Banco de Espafta, 1986. Pp. 81. Paper. ISBN 84- 
505-3941-2. JEL 87-0474 

Paper presented before the Economic Policy 
Panel in Paris in April 1986 studies the link lie- 
tween budget deficits and current account deficits 
from both theoretical and empirical points of view . 
Main conclusion is that this link is not automatic 


and exists only when budget deficits are transitory 
and debt financed. Validates conclusion with em- 
pirical data for the United States, West Germany, 
France, Spain, and the United Kingdom. Asserts 
that the most important policy implication is that 
it is possilde to manage fiscal policy to reach the 
desired internal balance goals without damaging 
the external position of the economy. Notes that 
high unemployment currently is the most impor- 
tant problem faced by European economies, hav- 
ing succeeded in reducing high rates of inflation. 
Considers both short- and long-run aspects, consid- 
ering the divergences between private and social 
costs, the stickiness of wages and prices, the effects 
on financial markets, the influence of debt crisis 
and protectionism, and the problem of future flexi- 
bility. Vinals is with the Banco de Es|>ana and Stan- 
ford University. No index. 

See also: Book Numbers JF.I, 87-0302. 87-0473. 

87-0814 

400 International Economics 

Commiii. Eiiwaho \V.. Mam.is, Ihssis M am> 
Doet.iiKKn. Jamks P.. etls The alolml economy 
Dttcrgcnf pcrsfH’ctiies on economic chance 
Boulder. Colo., and lamdon: Westview Press. 
1986. Pp. xvii. 212. 528.50. paper ISBN 0-8133- 
7188-0. jfl yr-wr; 

Nineteen papers discuss the implications for so 
ciul and political instituti. 
of the ecoiiomii 
One |iu|>er pres, 
global economy 
slews regardim: I 
economy and di- 
opulent the imp , 
the steel industn 
economy in terms m i..< 
tnalizatnm. Eight papeisili-. 

possible solutions to. the uia|Ol dilemmas neal.d 
by the glolxd economy Topics include- the impact 
on tailor, the mk-mI costs lot women and blacks, 
and proposals for revitalization Tsso papers assess 
tliese divergent perspectives and present an alter- 
native til the glolial economy Hie contributors are 
social scientists Camdolf is Assoc i.ite Professor of 
Sociology. Marcus is Professor of History, and 
Douglierty is Sociology Instructor, all at the Indi- 
ana University of Pennsylvania. No index. 

IP.ATTi.. St hkndka] World ertnunny in tmnxitiim F.s- 
says presented to Surendra Patel on Jus sixtieth 
birthday. Edited by Kkisiina Aii<hi|a-Patfi„ Anns’ 
Gokikin DKABtK. and Maw: Nkhsin. Oxford. New 
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York; Toronto and Sydney: Pergamon Press, 1986. 
Pp. six, 293. $33.00. ISBN 0-08-031285-3. 

JEL 87-0476 

Nineteen essays In honor of Surendru Patel, for- 
merly of the Technology Division of UNCTAD, 
on managing the changing economic and political 
relationships at the world level. Topics include; 
the dynamic role of the periphery: lessons of devel- 
opment economics: rise of the South-East and de- 
cline of the North-West; economic distance and 
the living standard: energy and international secu- 
rity in the 1960s; the North-South negotiation pro- 
cess; a Southern view of growth of world trade in 
manufactures; the global power of transnational 
conglomerates; African, Asian, and Latin American 
perspectives on development; and theory and pol- 
icy of the transfer of technology. Many of the con- 
tributors are currently or were formerly associated 
with the United Nations. Ahooja-Patel is Editor 
of Women at Work, ILO, Geneva. Switzerland. 
Drabek is Managing Editor. World Develofmwnt . 
Washington, D.C. Nerfin is President. Interna- 
tional Foundation for Development Alternatives, 
Nyon, Switzerland. Index. 

Research and Information Systf.m for tiif. Non- 
ALIGNED AND OTIIEH DEVELOPING COUNTRIES. 
World economy in the mid-eighties: A rejmrt pre- 
pared as background document for the eighth 
summit of the heads of non-aligned states. Harare, 
3-7 September 1986. New Delhi; Author, 1986. 
Pp. xii, 222. $25.00. paper. JEL 87-0477 

Provides a developing country perspective of the 
current world economic situation. Part 1 overviews 
the world economy. Part 2 consists of reports on 
selected current issues (international monetary and 
financial systems, strategies and policies of multi- 
lateral institutions, reforms of the international 
monetary and financial system, issues and policy 
options related to trade in services, and an agenda 
lor action regarding the African economic crisis). 
Part 3 contains a statistical profile of developing 
countries. No index. 

410 International Trade Theory 

Sae also: Book Number JEL 87-0404 

4$0 Trade Relations; Commercial Policy; 

International Economic Integration 

Dealer, I. M. A merican trade politic*: System un- 
der stress. Washington, D.C. ; Institute for inter- 
national Economics; New York; Twentieth Century 
Fund, 1966. Pp. xfii, 368. *18.00, paper. ISBN 
0-88132-067-9. JEL 87-0478 

Analyses postwar United States trade policy and 
where it tasty be beaded, as well as its roots and 


political aspects. Focuses on the politics of imports. 
Assesses the interaction between Congress and the 
executive branch resulting from the Fortner s dr-le- 
gation of responsibility- for specific trade decisions. 
Also discusses the interactions Itctwcen domestic 
and international considerations, the linkages 1 h>- 
tween trade policy and exchungc-iato determina- 
tion and other macroeconomic policies, and the 
ties between trade economics and trade politics. 
Examines the erosion of trade policy over the past 
fifteen years, aggravated by the large U.S. trade 
deficits of tln-se years. Considers future prospects 
for freer trade as bleak — with more negotiated Iwr- 
riers to imports and increased demands on foreign 
governments. Suggested proscriptions include at- 
tention to U.S. domestic macroeconomic |*olicies, 
particularly the federal deficit; realignment of cur- 
rencies and movement toward more structured co- 
operation on exchange rates, and changes in Con- 
gressional pnxedures. 1 Jestler is a Senior Fellow 
at the institute for International Ecoiloini<-s. Glos- 
sary, index 

Dickson. Bruce and Harding, Harry . eds. Eco- 
nomic relations in the Asian -Pacific region: Repo rt 
of a conference cosin>nsored by the Chinese Acad- 
any of Social Sciences and the Hrookings Institu- 
tion. June 198 5. Brookings Dialogues on Public 
Policy series. Washington. D.C.: Brookings Insti- 
tution, 1987. Pp. ix, 91. Paper. ISBN 0-8 1 57- 
1841-1. JEL 87-0479 

Excerpts irom twelve |si|x-rs and comments on 
trade patterns ami economic trends in the Pacific 
Basin. Comments are organized into three units. 
The first deals with economic trends, including 
prospects tor the developing economics of East 
Asia, the impact of Ja|ianexc anil American eco- 
nomic policies, and North-South relations and pro- 
tectionisni. The second section examines Chinese 
domestic reforms and the open economy policy, 
including reforms in agricultural polK-v, industrial 
management, and planning undertaken since 1978 
in the attempt to attract foreign trade and technol- 
ogy. The lust section deals with implications for 
relations lx-tween the Ibiited States and China, 
noting the relative decline in the importance of 
strategic and military issues. Dickson is a lieseurcli 
Assistant and Harding is a Senior Fellow. both at 
the Brookings Institution. No index. 

Has.se, Rolf H. Ecwurmetric » in the service of eco- 
nomic interests: On the validity of the VNCTAD 
calculations of the trade effects of the Tokyo Round 
on developing countries. Schriftcn /.ur Wirtschaft- 
spolitik, Neue Folge, Band 3. .Stuttgart. West Ger 
many, and New York: Fischer; distrilmtod in the 
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U.S. and Canada l>y VCii, Deerfield Beach, Fla., 
1986. Pp. x, 102. DM 38.00, paper. ISBN 3-437- 
50308-1. JEL H7-04W 

Presents un analysis of the UNCTAD (United 
Nations Conference in Trade and Development) 
study, particularly its calculations, of the trade ef- 
fects of the Tokyo Round on developing countries. 
Finds a bias in the UNCTAD study because it "is 
in UNCTAD's interest to demonstrate that since 
reduction in the most-favored-nation tariffs will 
lead to an erosion of preference- margins the Tokyo 
Round will have an adverse effect on trade in indus- 
trial goods." Criticizes the UNCTAD calculations 
for containing gross errors, weaving stand|>oirits 
of interested parties into the theoretical frame 
work, and the selection of data. Carries out alterna- 
tive calculations to reveal tin* scale of errors. Also 
criticizes the study for (alcuintiug only the static 
effects of tariff preferences and for failing to con- 
sider a variety of other tin-tors, such as the use of 
weighted customs tariffs and the trade substitution 
effect. Argues that the Tokyo Hound will luve posi- 
tive trade effects for developing countries, despite 
the erosion of trade preferences. Ilas.se is a Profes- 
sor at the University of the Federal Armed Forces 
Hamburg. Index. 

H vi'.sKH, I In IN'/., ed. Protectionism ami structural ad- 
justment. Swiss Institute for Research into In- 
ternational Kconoinic Relations. Kcononiic Struc- 
tures, and Regional Seicnce series, no. 12. Criisch. 
Germany. Hiiegger, 1986. Pp. 312. Pa|a-r ISBN 
3-7253 0277 -I. JEL S7-MH I 

Kleveu |>a|>ers and summaries of the* session dis- 
cussions of the third St. Caller Forscliungxges- 
prache at the St. Call Graduate School of Keoiioin- 
it-s. law Business and Public Administration m 
Septeudier 1985. Published simiiitaueoush as no. 
2/3 of the 1986 volume of Ausscnuirtscluift l’a|>erx 
analyzi- the relationships In-tween frictions in struc- 
tural adjustment and protectionist pressures, a cen- 
tral theme is the politics of the formation of foreign 
trade |xilicies in the context of domestic represen- 
tation of s|x-cial interest groups. Topics include, 
domestic policy foundation and function of interna- 
tional trade rules, the costs and lieucfits of protec- 
tion; industrial and trade policy in a period of rapid 
structural change, trade protection m the United 
States; interest groups, government, and the poli- 
tics of protectionism, rentseeking and trade pio- 
lection, integration anti protectionism. CATf sur- 
veillance of industrial policies, mine efficient 
imicrdurcs for multilateral trade negotiations, 
trade policy as a constitutional problem; and inter- 
national trade tUsputes ami the individual. Con 
tains abstracts in (ken nan. The editor is Pruiexsoi 
at Schweiverischcs Institul fur AussenwirtscluiRs, 


Struktur-uud Hegioitaliorxchuug, University of St. 
(fallen. No index. 

ilcnuAHir, Mk.iiaki.. Anrieuli urul exjtorts and eco- 
nomic g/rmoth: A study of the Botswana beef indus- 
try. London: KPI. distributed by Associated Books, 
Roiitlcdgc and Kegan Paul, l/indon. Routledge 
and Kegan Paul Methuen. New York and Rout- 
ledge and Kegan Paul, Methuen law Hook Com- 
pany. North Ryde, Australia. 1986. Pp, xx. 2M 
»25.(K) ISBN 071(13-0121-9. JF.I. H7-04H2 

Kxainiucs the role of Botswana's cattle and liecf 
export industry in the evolution of Botswana since 
1900. Part I provides background on the interna- 
tional liecf trade and rattle trade and cattle prixluc- 
lion in Botswana. Part 2 presents tin- history of 
the sector, characterizing it as a reserve indnstrs 
on the South African periphery from 1900—19 and 
as a growth industry within a still peripheral econ- 
omy from 1950 to the present Finds that the ex- 
pansion of cattle production m the postcnloiual pe- 
riod was aixnmpaincd by growing social costs m 
terms of public resource allocation, resource use. 
and resource distribution. A conclusion is that the 
export- local subsistence conflict is a symptom of 
a land shortage Hubbard is a la-ctnrcr. Develop- 
ment Administration Croup. Institute of laical 
Government Studies. University of Birmingham 
Clossarv. select luhbngraphv . index. 

(' I). IIovm iNstm ii- Fi ‘heii luinivni'ritum The 

effects of n Caniutum \ui. 

Ion into Author 
Canada. Scarlmroi. 

41-2 00 pa|wr IM<' 

Seven |i.i|i«*rs es 
estalilisbment of a 
( '.inuda and the I ie' 

Murray Smith aii.il 
pressures on ( .mad 
to haruioni/t- its d. 
the United States I >■ 
plications of a lice ti 
poliev and fiscal soxeicigntx I • 
iin-s tin* uiipiet ol l A. trade laws on ( .madi.ut 
economic policies. and Murr.n Nmitli outlines the 
impileatmns ot a free tiade area agreement foi 
Canadian comincriial polics Meveil tfloliei man re- 
views (x-rtam trade issues that could isunplicate 
( amadian eiiltural support policies. w lule Hit-luird 
Haricliellu and T K W.irlcy analyzes the possible 
impact of freer trade on Canadian agricultural poli- 
cies. Also ixmtaius an intnKhietorx oxeniew In 
lapses and Smith No index. 

iMirxi. AnihUv Regior ml intrgratiims in the nru 
uxi rid economic environment. Translated bv kx- 
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holy Kpkepkm. Budapest: Akud£miai Kiudb. 1986. 
Pp. vii. 286. $29,00. ISBN 963-05-4351-2. 

JEL U7-MM 

Updated translation of A regiondLs intc^raciAk 
ax Ay vildggaztlasdgi Iwlyzetlxn (1980). Examines 
the impact that ciianges in the world economic 
environment have had on regional economic inte- 
gration, and how integration, while contributing 
to bringing about the changes, also fell victim to 
their consequences; reflects statistics as of 1981- 
82. Discusses attempts at regional economic inte- 
grations and world economic changes since 1973 
relating to issues, trends of intraregional trade, de- 
velopment of monetary cooperation, security of re- 
gional self-sufficiency in raw materials and food 
supply, integrations! industrial development, re- 
gional-level control of international capital flow, 
and external economic activities. Considers the 
place of regional integration in the world economic 
division of lulror and future prospects of regional 
integration. General conclusions are that: the origi- 
nal goals und actual achievements of integration 
do not sufficiently coincide: not only the factors 
of production but also goods have different propen- 
sities for integration; and comparative advantages 
of member states do not necessarily coincide with 
those that could be derived from the international 
division of laltor. No index. 

Jpnti.kson, Bkoce W. Pipeline politics: The complex 
political economy of Easi-West encriay trade. Cor- 
nell Studies in Political Economy series. Ithaca 
and London: Cornell University Press, 1986. Pp. 
263. $29.95. ISBN 0-8014-1923-9. 

JEL 87-0485 

Examines the extent to which United States and 
its NATO allies should trade with the Soviet Union 
and what constitutes power and how is this influ- 
ence achieved. Presents the conceptual framework 
for the analysis of the politics iff East- West energy 
trade. Examines East- West trade during the Cold 
War years (1945-53), assessing the impact of anti- 
Soviet sanctions. Reviews events such as the first 
period of growing East-West energy trade in the 
mid-1950s, the politics and policy consequences 
of the 1962-63 oil trade sanctions, the development 
of East-West trade in oil and natural gas in the 
1970s, and the Western alliance and American do- 
mestic politics of the Reagan administration's sanc- 
tions against the Siberian natural gas pipeline, indi- 
cating both their intended and actual results. 
Reexamines the theoretical and policy issues of the 
East-West energy trade issue. Concludes that in 
none of the cases reviewed did the sanctions regis- 
ter '‘overwhelming success,” primarily because the 
Soviets were able to counter them with regional 
integration and domestic industrialization. Jentle- 


son is Assistant Professor of Political Science at 
the University of California, Davis. Bibliography; 
index. 

Kokstek. Uuucii. Regional cooperation to improve 
food security in southern atui eastern African 
countries, IKPR1 Research Report series, no. 53. 
Washington. D.C.: International Food Policy 
Research Institute, 1986. Pp. 89. Paper. ISBN 
9-89629-0534). JEL 87-0486 

Review csf attempts to improve food security in 
countries in South and East Africa. Outlines the 
cooperative approach of the Southern African De- 
velopment Coordination Conference (SADCC) 
countries. Discusses the economic theory of inte- 
gration and the prospects for integrating develop- 
ing countries. Assesses the impact of integration 
schemes and examines the nature of obstacles to 
integration. Investigates the success of regional in- 
tegration schemes at stabilizing consumption and 
promoting economic growth and food security. 
Outlines alternative schemes to stabilize food con- 
sumption within the SAIX.’C region. Koester is 
Professor of Agricultural Economics at the Univer- 
sity of Kiel. Bibliography; no index. 

Ijm, David, ed. Asian-Aust ratio trade in manufac- 
tures. Mellxjurue: Longman Cheshire, 1985. Pp. 
xii. 263. Paper. ISBN 9-582-71147-9. 

JEL 87-0487 

Twenty papers present the findings of a joint 
research project by ASEAN and Australian econo- 
mists on the size, nature, and determinants of trade 
in manufactures la-tween ASEAN and Australia. 
Analyzes both interindustry and intraindustry 
trade during the period 1968-82. Surveys ASEAN- 
Austndia trade and intra-ASEAN trade. Explains 
patterns of trade in manufactured goods at the 
macro level by using the constant market shore 
model and examining changes in the region's com- 
jrarative advantage and trade intensities; estimates 
import demand functions and the elasticities of 
substitution for the most important import items 
for each of the six trading partners. Papers also 
present a qualitative analysis of the results of sur- 
veys of importers in each of the countries as to 
the (actors determining trading patterns. The edi- 
tor concludes that there is scope for increasing Aus- 
tralia-ASEAN trade. The contributors are mainly 
economists and statistics and development special- 
ists. The editor is Dean and Professor, School of 
Modern Asian Studies, Griffith University. Bris- 
bane, Australia. Index. 

Overtchf, Stephen Frank. The economic principles 
of European integration. New York and London: 
Praeger, 1986. Pp. xiii, 173. $35.00, doth; $12.95, 
paper. ISBN 9-275-92276-6. JEL 87-0488 
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ExpUim, in light of its historical beginning*, the 
nature of the contemporary European Community 
(EC), the political pressures on its policies and 
institutions, and the economic forces that hold it 
together and pull it apart. Presents the historical 
background of European integration, covering the 
pre- World War 1, interwar, and post-World War 
11 periods, with special attention to the European 
Coal and Steel Community and the European Eco- 
nomic Community. Also examines the various in- 
stitutions used, such as the Council of Ministers, 
the European Parliament, and the Court of Justice. 
Discusses other economic asix'ets, including cus- 
toms union theory, factor mobility and tux harmo- 
nization, monetary union, industrial policy, and 
common agriculture policy Reviews trade rela- 
tions with developing and more develo|K*d nations, 
with emphasis on tarifT negotiations, as well as non- 
tariff barriers. Concludes with a discussion of re- 
gional policy and social policy. Overturf is Proles- 
sor of Economics at Whittier College. Bibliogra- 
phy; index. 

sAi.vATtmK. Dominick, ed. The nete protectionist 
threat to world welfare. Amsterdam and laindun. 
North -Hoi land; distributed in North America liv 
Elsevier Science, N.Y., 1987. Pp. xvi, '>81 $55.00. 
ISBN 0-444-0 1084-X. JELH7-04HH 

Twenty-six essays that represent an updated and 
enlarged version of u special issue of the Jtmrnal 
of Policy Motlclinfi (1985). Topics arc intended to 
achieve a bulance lx>tween theory and empirical 
results, ln-tween the real and monetary Mftors, 
and lietween the general and the specific. Orga- 
nized in live parts as follows: An overview of the 
new protectionism, covering its revival and empiri- 
cal results, international competitiveness, new pro- 
tectionism. and welfare, dealing with the changing 
structure of U.S. trade, employment effects of Jap- 
anese and American protectionism and IfS. -Japa- 
nese trade frictions; industrial policy and industry 
studies, with emphasis on high technology, steel, 
and automobiles, monetary polic> , exchange rates, 
and protectionism; and the new protectionism 
and ccunomic development. The contributors arc 
mainly economists. Salvatore is at Fordham Uni- 
versity. Name und subject indexes. 

>AXONII(lllKK, Gaki R. ani> Yamamira, Ko/.o, eds. 
I mw and trade issues of the Japanese economy. 
American anti Japanese persi>cctives. Seattle and 
London; University of Washington Press; Tokyo: 
University of Tokyo Press, 1986. Pp. xx, 290. 
$40.00. ISBN 0-295-96345-3. JEL 87-0490 
Nine essays from a 1983 workshop on legal insti- 
tutions und U.S.-Japanese economic relations, 
sponsored by the Committee on Japanese Eco- 


nomic Studies. The first lour papers examine the 
Japanese legal framework and domestic economy 
institutions: economic laws in policy response to 
economic change; antitrust and industrial policy 
from the perspective of competition and coopera- 
tion; product liability rules; and problems of ad- 
ministrative guidance versus formal regulation. 
Two papers discuss how foreign exchange controls 
and I tanking laws affect access to Japan's markets 
and the role of property law in bilateral licensing 
transactions lietween the United States and Japan. 
The last three papers deal with the American legal 
framework and bilateral issues, discussing U.S. 
laws offering assistance to linns hurt by loreign 
coin|>ctitioii. the Trade Expansion Act of 1962. the 
case study ol the machine tool industry, and the 
television industry . Contributors are Japanese and 
American officials, lawyers, and economists. Saxon- 
house is Professor of Economics at the University 
of Michigan. Yamamura is Prolessorof Asian Stud- 
ies and Economies at the I'niscrsity of Washing- 
ton. Index. 

S\ apk. R. II . . ed. Issues in world trade po/iry GATT 
at the Crossroads. Pa/tcrs presented at a confer- 
ence of the Centre of Putin/ Studies. Mouasli Cni- 
i crsitij. Australia New York St Martin s Press 
1986. Pp. ix. 297. $29.95. ISBN (L312-4372+-2. 

JEL S7-0491 

Fourteen papers, most with comments, pre- 
sented at a confcrcm c on inti : ‘ 1 I' ’■ "'"I, 

loins und |*oIk-u-s .0 ' * 
bourne. Austiali.i 
considered iiichnl, 

War II attempts to 
decline ot the ( ,.A c 
general GATT nil 
inultihliei arrangi ■■ 
policies of tin’ Ell 
instruments to alleviate in. a - 
scrvaliomst policies, tanlls v s rnpoit ( 
ernincnt procurement |*>licv . anil lice Iloilo 
zones), intciyilav ul law and i-innomies m interna- 
tiimal trade regulation, politual ecimnmv ol protec- 
tion in eleven industrial countries, and tiemls in 
U S. protection since I9.U) Sii,i|>e is Pioicssoi of 
Economics. Mon.lsh I'niversifv Index. 

UniTKIiN \Tlll\sta»NKH«KM »- «'N I KlIS SNIiDfVKI- 
omrsT il'NtTAD). Imi-.hn vikivm Tmdk Cts- 
THt UNCTAIVGAlT iITO. Handltook of state 
t radian ori’auiuition.s of dciclopiup. countries. 
New York United Nations. 1 1983] 1985. Pp. 
cUxxiv. 542. ISBN 92- 1-012014-0. 

JEL 87-0492 

Second edition of a hamilNMik containing a com- 
pilation of state trading organizations (STOs) of de- 
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vdoplng countries. Purpose is to serve as as tool 
for the promotion of their mutual business contacts 
and to provide information about these agencies 
to facilitate and extend mutual cooperation. Con- 
sists of two parts, with indexes in English, French. 
Spanish, and Arabic. Part one covers an alpliaheti- 
cal index of the STOs, technical notes. Standard 
International Trade Classification by section and 
diviskm, products classified according to SITC 
codes and STOs involved in each, alphabetical glos- 
sary of products and their SITC codes, technical 
terms and their abbreviations, list of countries and 
regional groupings with corresponding ISO codes. 
ISO codes and regional groupings in the four lan- 
guage*. exchange rates for conversion from national 
currencies to dollars, and the four language ver- 
sions of the headings of STO information sheets. 
Part two provides information sheets on individual 
STOs. Listings include alphabetical arrangement 
by country and details about each STO such as 
name, address, telephone number. date of estab- 
lishment, major exports and imports and their 
values, and major markets and supplies. No index. 

United Nations Coneekenceon Trade and Devel- 
opment. Operation and effects of the generalized 
system of preferences: Seventh and eighth reviews. 
Selected studies submitted to the Special Commit- 
tee on Preferences at its eleventh session. Genet*! . 
3-1 1 May 1982 and at its twelfth session , Geneva. 
24 April-4 May 1984. New York: United Nations. 
1985. Pp. vi, 99. $12.50. paper. ISBN 92-1- 
112202-3. JEL 87-0491 

Seventh and eighth general reports on the opera- 
tion of the generalized system of preferences, an 
evaluation of its trade effects, and a discussion of 
the implications of future changes in the Customs 
Co-operation Council Nomenclature on the gener- 
ated system of preferences. The reports review 
changes and improvements in the system, its trade 
elects, its role in the context of international trade 
relations, and technical assistance under its aus- 
pices. The evaluation by Craig R. MacPhee esti- 
mates the trade benefits of the schemes of general- 
ized preferences employed by the EEC and Japan 
for the period 1970-75. No index. 

Winiiam, Gilbert R. International trade and the 
Tokyo Round negotiation. Princeton, N.J. : Prince- 
ton University Press, 1986. Pp. xiv, 449. $45.00, 
doth; $13.50, paper. ISBN 0-691-17725-8. 

JEL 87-0494 

A political history of the Tokyo Round interna- 
tional trade negotiations of 1973-79. the seventh 
and largest of a postwar series of GATT multilateral 
negotiations. Analysis is based on personal inter- 


views. government documents, and secondary 
sources. Begins with an introduction to the Tokyo 
Round, outlining the difficulties of the unfavorable 
trade climate in which it occurred. Describes the 
process of creating u collective decision-making 
system. Reviews the 1 early phase and the resolution 
of the problem in agriculture, the middle phase 
and the Bonn economic summit, the end phase 
and the code and tariff negotiations. Discusses the 
ititemul decision-making procedures in the United 
States, the EEC, Jupan. and Canada. Evaluates 
the process and its results. Concludes that things 
have not gone well for the world trading system 
since the Tokyo Hound and that the greatest con- 
cern is how to muintain the lilrcral consensus that 
might promote an "open und mutually lieneficial 
international economy into the future." Winham 
is Professor of Political Science at Dullioiisie Uni- 
versity. Halifax. Canada. Bibliography; index 

See also: Book Numlx-rs JF.l. 87-044.1. 87-0474. 

87-0487. 87-0055. 87-0560. 87-0575 

430 INTERNATIONA!. FINANCE 

Alikkh, Rohkht 2. The international money game. 
Fifth edition, revised. New York: Basic Books, 
11973 . . .1979) 1987. Pp. xii, 372. $19.95, cloth. 
$9.95. paper. ISBN 0-485-03383-0. pbk. 

JEL 87-04.95 

Fifth edition of a popular review of tin- interna- 
tional monetary system, which presents technical 
issues with minimal use of specialized terms. Previ- 
ous editions were prepared in different economic 
contexts. Revisions include discussion of current 
issues, including the breakdown of the system of 
pegged exchange rates and world monetary insta- 
bility. Emphasize* role of high ami variable infla- 
tion and the increasing influence of Japun und 
Germany. Notes the close links among national 
financial markets and the ease with which funds 
are moved intemutioiially. Discusses problems as- 
sociated with floating rates and why they have Ix-en 
less of a panacea than projected. Credits the de- 
cline in U.S. inflation rate with contributing to 
greater monetary stability, ('(includes that national 
monetury policies result from political forces within 
individual countries. Statistical data and illustra- 
tions have also been updati-d. [For annotation of 
the third edition, see JEL no. 79-1028. ] Aliber is 
Professor of International Finance and Economics 
at the University of Chicago. Index. 

Bditkh, Willem H. and Mahston, Richard C., eds. 
International economic policy coordination. Paper- 
back reprint. Cambridge; New York and Sydney: 
Cambridge University Press. (1985) 1986. Pp. xvi. 
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386. $18.95, paper. ISBN 0-521-13780-1 . 

JEL 87-04.% 

Paperlwok reprint. (See JEL no. Hfi-0176 lor an- 
notation. ] 

CoilK.N. BknjaminJ. In whose interest? International 
banking anil Atnerican foreign jtoliaj. Council on 
Foreign Relations Book series. New Haven an<l 
Ixmdon: Yule University Press, 1986. Pp. si, 347. 
$19 95. ISBN 0-300-03614-0. JEL 87-0497 

Analyzes the impuct of international hanking on 
tilt 1 American government s foreign policy capabili- 
ties and tin* potential for conflict l>otwoon private 
(hanking) and public (national) interests. liM-uses 
on the constraints and op|H>rtunitics created hy 
international hanking for policymakers and thcii 
policy preferences. Argues for the articulation of 
a coherent public policy on international hanking 
for the contemporary era. Defines international 
hanking, examines foreign policy's increasing iuter- 
de|>cndciicc with the private Itanking sector since 
thr 1960s. and chronicles the lending to govern- 
ments found in hanking history. Discusses recent 
situations to illustrate the potential for (siuHict l*e- 
tween private and public interests, situations when 
foreigners had net claims on American hanks (influx 
of Arab <lc|M>sits in the 1970s and the freezing of 
Iranian assets during the hostage crisis ). and sit- 
uations will'll liireigncis had net debts to Amcn- 
eau hanks ( I aitin American debt and the suppres- 
sion of Solidarity ill Poland). Oilers suggestions lor 
dealing with hank-related issues on the current 
foreign policy agenda, i.c., the glolial debt, pru- 
dential supervision of international hanking, and 
the management of international lupiuhty Cohen 
is William I,, (.'laytou Professor of Interna 
tional Economic Affairs, Fletcher School of I -aw 
and Diplomacy. Tufts University. Index. 

Eiiwahiis. Skiustian anii Aiiamkd. I.im.icxt. eds 
Economic adjustment anil exchange rates in tie i c/- 
o/>ing countries. Chicago and l/indon Uimcrsitv 
of Chicago Press. 1986. I‘i>. XI. 44.3. $48.00. ISBN 
9-226-18469-2. JEL 87-0498 

Eleven pa|>ers and comments from a joint Na- 
tional Bureau of Economic Research- Work I Bank 
conference in Washington in 1984. Essay s. in lour 
sections, cover: stabilization, adjustment, and ex 
cliunge rule policy in developing countries, eco- 
nomic reform, foreign shocks, and exchange rates, 
case studies of coffee in Colomliia, stabilization, 
stagflation, and investment incentives in Kenya. 
1979-80, devaluation in C recce, ami the West Afri- 
can Monetary Union; and economic adjustment 
and the real excliauge rate. Contributors are 
mainly economists. Edwards is Associate Professor 


of Economics at the University of (California, l»s 
Angeles. Attained is a Senior Investment Officer 
at the World Bank. Author and subject indexes. 

Fa.xano-Fii.ho. lien. Currency substitution anti lib- 
eralization. The tuse of Argentina. Aldershot, En- 
gland. and Brookfield, Vt.: Cower. 1986. Pp. xi. 
194. $42.50. ISBN 0-566-05234-2. 

JEL 87-0499 

Argues that much of the relevance of currency 
substitution theory and its policy iinplicatmns are 
still not wiilely recognized liecause most ol the 
empirical evidence (tunes from devclojied nations. 
Studies the ease itl Argentina, which has turn en- 
couraged to slult into foreign currency liccausc ol 
high domcslic inllatinu rates and ceilings on nomi- 
nal interest rates. Begins with a brief luck ground 
of the economy . followed hy a survey »( the contri- 
butions to the theory ol substitutable monies Dis- 
cusses tin' exchange- and interest-rate policies im 
plcmcntcd in Argentina from 1959 to 1975, the 
demand lor local and torfign currency, and the 
ini|>act on the lialamv ol payments DcsctiIk-s 
the stabilization- lilicrah/ntinn program from 1976 
to 1981 and suggests reasons lur its failure. The 
last chapter compares maeroeitmoinie events in 
the Soutliein Came tountiies (Argentina. Chile, 
and Urngiiav > during the penod when these muu- 
tries were cmlhtrkcd in similar economic (xilieies 
Based on the authors Ph I) dissertation at the 
I'liiversily of Illinois at Uihaiia-Chaiupaigii 19S4' 
Easano-Eilho is an economist >s the kn-l lu- 
stilute of World E< m ■ 

Coi.li. Josi eii. Tin i 
Yoluine.) Further -i 
mg the artiilcs ol ., 

Monetam h tint I \\ 

Monetaiy Eiuid. 1'' 

9-939934- 79 I 

Tweutv -lour studn s . 
ouslvt that examine jnnspimlt im m « o. . 
pros is ions ol tile Al tales ol Agieemeut ot the Inter- 
national Monrtarv Euml have aHcctcd the issues 
or lieeii txinsideicd. P.ut I contains eight studies 
ol new cases the issues thev inlsc. and their rela- 
tionship to ealher coses lliev loiKvrn the SDK 
in the ixmrts. evchange controls. capital transfers, 
and pai values, gold units of .uvount and capital 
transfers, some AinerK-an. Austrian. English. 
French, and Japanese cases, and the Ir.m-l' S 
claims tribunal Part 2 consists ol thirteen studies 
of specific topics, they include legal concepts of 
public police, capital tr;uisfers. continued effect of 
former |iai values of currcm-ies. distinction be- 
tweeu evclumgc rest net ions and governmental (ail- 



842 


Journal of Economic Literature 


tires to perform contractual obligations, and obliga- 
tions to apply for exchange licenses. The three 
studies in Part 3 concentrate on the opinion of 
law commissions and writers concerning interna- 
tional monetary law and the draft Restatement of 
the Foreign Relations Law of the United States 
and Article Vlli. Section 2(6) of the Fund Agree- 
ment. Gold is Senior Consultant of the IMF. In- 
dexes to provisions of Articles of Agreement cited, 
resolution of Board of Governors and decisions of 
executive board cited, tallies of authors, subjects, 
and summaries of principles or conclusions. 

Helleinkh, GeKAt.li K., ed. Africa and the Interna- 
tional Monetary Fund. Papers presented at a stpn- 
fHtsium held in SairolH , Kenya. May 13-15. 1385. 
Washington. D.C.: International Monetary Fund. 
1886. Pp. xi, 277. $10.00. paper. ISBN 0-939934- 
61-2. JEL 87-OSOl 

Introductory overviews, seven pajx-rs (sis com- 
missioned) with comments and replies, and a panel 
discussion representing the proceedings of a sym- 
posium under the joint sponsorship for the Associa- 
tion of African Central Banks and the International 
Monetary Fund. Also contains an introduction by 
the editor. Part 1 consists of three overviews of 
Africa and the IMF. Of the seven papers, three 
are written from the perspective of international 
financial institutions and four from the perspective 
of African countries. They discuss: the economic 
crisis in Africa; the design, implementation, and 
adequacy of IMF programs: the performance of 
the international monetary system and the IMF; 
conditionality in the context of Africa’s current so- 
cial and economic conditions and disequilihria: al- 
ternative approaches to stabilization; an overview 
of the World Bank's evolving role in adjustment 
and growth; and the problems of external debt 
management. The topic of the panel discussion is 
what can be done regarding adjustment in Africa. 
Contributors are economists and government and 
agency officials. Helleiner is Professor of Econom- 
ics at the University of Toronto. No index. 

Intehnationai. Monetahy Fund. Annual report of 
the executive board for the financial year ended 
April 30, 1986. Washington, D.C.; Author, 1966. 
Pp. xi. 177. $25.00, paper. ISSN 0250-7498 

JEL 87-0502 

The first section reviews developments in the 
world econ o my, discussing domestic activity and 
policies and international trade and payments of 
industrial and developing countries. The second 
section reports on the policies and activities of the 
Fund c on cerning the functioning of the interna- 
tional monetary system, surveillance, international 
liquidity and the SDR, the debt situation and strat- 


egy, fund-supported adjustment programs, and fi- 
nancial policies and activities. Appendices (most 
of the report) consist of more detailed information 
about developments in international reserves and 
liquidity. Fund accounts in 198.5/86, principal pol- 
icy decisions, financial statements, and other Fund 
information. Index. 

Kohoi.ii, Kiaus. Interest rate futures markets and 
capital nutrkrt theory: Theoretical concepts aiul 
empirical evidence. European University Institute. 
Series I), Economics, no. 1. New York and Berlin: 
de Gruyter, 1986. Pp. xvi. 321. ISBN 0-8992.6- 
178-1. JEL 87-0503 

Analysis of interest rate futures markets and of 
their impact on individual economic agents, capital 
markets, ami the economy. Dcserilrcs futures mar- 
kets and futures trading in interest-earning assets. 
Investigates interest rate futures markets in the 
context of jsortfolio theory. Discusses classical port- 
folio theory, its application to analysis of futures 
trading, and the effects of hedging. Assesses the 
applicability of the capital asset pricing model to 
analysis of interest rate futures markets. Outlines 
effect of futures trading in interest-ltearing securi- 
ties on the functioning of capital markets and the 
level and variability of interest rates. Rased on the 
author’s doctoral dissertation ( 1985). Bibliography: 
no index. 

Sthanc.k, Si'san. Casino capitalism Oxford and New 
York: Blackwell. 1986. Pp. vii, 207 $24.95. ISBN 
9-631-15026-9. JEL 87-0504 

Argues that mismanagement of the international 
financial system is the sourer of the major problems 
affecting the international political economy, i.e., 
debt problems of developing countries, slow 
growth of the world economy in the 1970s and 
the recession of the 1980s. instability of the I tanking 
system, uncertainty over oil prices, and precarinus- 
tiess of the international politico) situation. Dis- 
cusses the evolution of the world economic disor- 
der since 1973, emphasizing the effects of floating 
exchange rates, and the volatility of interest rates, 
the oil pries-, and markets in general. Surveys vari- 
ous proposed remedies and reform plans to bring 
the system under control. Concludes that the prob- 
lem is a global one and proposes that the United 
States put its own economic mangement in order, 
both domestically and regarding management or 
transactions conducted in U.S. dollars in the areas 
of banking, developing-country indebtedness, and 
Western alliance defense. Strange is Professor of 
International Relations, London School of Eco- 
nomics. Bibliography; index. 

Zijustra, Jki.i.e. Je.Uc Zijlstra. a central banker’s 
view: Selected speeches and articles. Edited by C. 
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GottDiiAKT kt al. Financial ami Monetary Policy 
Studies series, vol. 10. Dordrecht, tlie Nether- 
lands: Martinus Nijhoff; distributed in the U.S. 
and Canada by Kluwer Academic, Hingham, 
Mass., 1985. Pp. x. 237. $32.90. ISBN 90-247- 
3184-4. JEL 87-0505 

Collection of speeches and articles delivered and 
published by Jelle Zijlstra in his capacity as Presi- 
dent of tlie Netherlands Central Bank fnnu 1967- 
1980. Contains six speeches and statements for the 
International Monetary Fund, the World Bank, 
and Bank for International Settlements meetings, 
five articles on aspects of international monetary 
reform, the banking system and EEC, interna- 
tional economic and monetary problems, and the 
world economy and the monetary system, four arti 
clex on the economic situation in the Netherlands; 
and four articles on general monetary reflections: 
inAation and its iiu|>act. a view of monetary theory 
and policy. "Schumpeter’s Vision.” and central 
luniking. Includes a summary of Dr. Zijlstra s four- 
teen annual President's reports and a list of major 
events in the international monetary svstem under 
his presidency. No index. 

.See also: Book Numliers JEL 87-0375. 87-0440. 

87-0440. 87-0481. 87-0575 

440 International Investment 
anu Foreion Aid 

Cakvounis, Ciikis C. The foreign debt: national de- 
velopment conflict: External adjustment and inter- 
nal disorder in the devehtfting nations. New York 
and Ixindou: CreenwoiKl Press. Quorum Hooks, 
1986. Pp. xxiii, 243. ISBN 0-89930- 155-X. 

JEL 87-0500 

Examines the adjustment experience of indebted 
developing countries from August 1982 to the pres- 
ent. Focuses on the conflict between the |>ayuieiit 
of foreign loans and the pursuit of national develop- 
ment within IMF-monitored adjustment pro- 
cesses. Outlines the theoretical basis of the IMF's 
approach and overviews Fund programs and com- 
mercial debt restructurings for debt-problem econ- 
unites from 1982 to 1985. Surveys factors tlwt ism- 
strain debt-related adjustment such as general 
developed-country policies, demand for LDC 
exports, protectionism against LDC imports, de- 
veloping country terms of trade, global oil demand 
and prices, international interest rates, and relative 
currency values. Investigates tlie recent external 
performance of indebted LDCs and examines pres- 
ent and prospective sources of external finance. 
Discusses principal aspects of domestic economic 
performance and the influence of delH-related ad- 
justment on forms of govcmment/electoral politics, 
popular reaction to adjustment, and fragmentation 


within government over delit/adjustment issues. 
Proposes that interest capping and marginal loan 
guarantees represent tlie most dirret and viable 
means for assisting heavily indebted developing 
nations. Carvounis is Associate Professor of Kco- 
nomics and Finance. St. John’s University. Bibliog- 
raphy; index. 

Daniel. Piiiui' and Sims, Boil Foreign investment 
In Pafwa Nrte I'.uinra Policies and practices. Pa- 
cific Research Monograph series, no. 12. Canlierra. 
Australian National University. National Centre for 
Development Studies. 1986. Pp. x. 144. Paper 
ISBN 0-86784-761-1 . JEL 87-0507 

Examines tin* relationship lietweeu direct for- 
eign investment and the development strategy of 
Papua New Cuinea. Considers available statistical 
data on foreign investment, the general regulators 
framework faced !>y foreign investors, the evolution 
of general fiseal incentives, and comparative expec- 
tations and ex|H'ricncc in foreign investment flows 
Discusses foreign investment policy and experi- 
ence in the mining. |M tn>leum. forestry , agricul- 
ture. fishing, and manufacturing sectors. Proposes 
that the success of policies in mining and petroleum 
illustrate the importance of linking sectoral strate- 
gies lor foreign investment with a clearb articu- 
lated and realistic development strategs whereas 
the lack of dear government objectives and |ioli< lev 
are reflected in the less tavorable experience in 
the other sectors. Hie conclusion identifies factors 
for establishing ami cnndm t« 
policy succe.isfulli J 
tutc ill Dcvclopun • 

Suns is First Asm- 
and Resources I >iv . 

Minister and C.'.ib. 

Das. Diue K. Aligt 
dcx'eltrping count n> ' 

Press. 1986. Pp. xiv. 2<i>. . - 

5:1217-2. JLL xr-uios 

Analysis of ticnd.s m the flow ol vanouv kiiuls 
of finaiK'ial rrvinmev to developing countries din- 
ing the postwar period Presents a historical per- 
spective on transnational flows ol financial re- 
sources and a review of the principal source 
countries in the postwar [leriod. Exaniiues tlie the- 
oretical view of the relationship lietweeu resource 
inflow and ixxmomie growth. Outhm-s trends m 
the growth and interaction of developing countries 
with the inteniatkmal ecoiioim . Discusses the 
stmeture ami xolinne of bilateral flows as vvell ns 
isineessional eeononiK' assistance to developing 
ixiuntries from OPEC countries and centrally 
lilaiiiied eixmimues. tamskiers tlie role of the in* 
temutional capital market iuid multilateral financial 
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institutions as sources of financial resources for 
developing countries. Das is Professor at Webster 
College, Geneva. Bibliography; index. 

Economic. Commission pom Latin Amehica and the 
Caribbean (ECLAC). Debt, adjustment, anti re- 
negotiation in Latin America: Orthodox and alter- 
native approaches. Boulder, Colo. ; Ricnuer in co- 
operation with the United Nations. N.V.. 1986. 
Pp. x, 171. #22.00. ISBN 0-931477-72-7. 

JEL 87- 0509 

Four essays, three published previously, exam- 
ine the adjustment and renegotiation process lur- 
ried out in Latin America since 1982; they also 
propose alternate approaches. Topics of essays arc: 
the bargaining relationship iietwecn Ixirrower and 
creditor and how a misconception of this relation- 
ship could be the source of debt problems (Robert 
Devlin); existing mechanisms for solving the inter- 
national financial crisis and various proposals for 
the conversion of the outstanding delrt (Martiue 
Guerguil); stabilization and adjustment policies in 
the Southern Cone, 1974-83 (Joseph Ramos), and 
sources of recessionary bias in IMF adjustment 
programs in Latin America anil possible policy re- 
forms (Richard Lynn Ground). The preparers are 
members of ECLAC's Economic Development Di- 
vision. Bibliography; index. 

Cordon, Saha L. and Lees, Fhancis A. Foreign 
multinational investment in the United Stales: 
Struggle for industrial supremacy. New York and 
London: Greenwood Press. Quorum Books, 1986. 
Pp. xviH, 289. #37.95. ISBN 0-89930-071-5. 

JEL 87-05/0 

Analyzes the recent growth of foreign direct in- 
vestment in the United States, focusing on its moti- 
vation, its impact on the U.S. economy, and its 
effects on the balance of payments and interna- 
tional competitiveness of domestic manufacturing. 
Uses steel and motor vehicles as basic illustrations. 
Argues for a change in trade and investment poli- 
cies, including an interim period of moderate pro- 
tectionism (in steel, for example) to allow for re- 
structuring. subsidized public-sector loans, loan 
guarantees, investment tax credits, and a modified 
domestic content requirement (in automobiles). 
Also recommends macroeconomic policy changes 
such as low interest rates, stabilization of the dollar, 
and expansion of incentives for savings and invest- 
ment. Cordon is Associate Professor of Economics 
and Lees is Professor of Economics and Finance 
at St. Jobs's University, Jamaica, New York. Bibli- 
ography; index. 

Hape a. R. W. , ed. How open it the U.S. economy? 
Lex in g to n, Mass., and Toronto; Heath, Lexington, 


1986. Pp. xviii, 248. $27.00. ISBN 0-669-13086-9. 

JEL 87-0511 

Six papers with comments presented at the Fed- 
eral Reserve Bank of St. Louis's Tenth Annual Eco- 
nomic Conference in October 1985. Papers ex- 
plores the macroeconomic effects of increased 
economic integration anil policy reactions to in- 
creased openness. ’llie pa|>er by Richard N. 
Cooper examines the reasons ibr, and effects and 
implications of an increasingly open U.S. economy. 
Jeffrey A. Frankel looks at the possibility of attrib- 
uting the existence of crowding out in an open 
economy to imperfect integration of goods markets 
rather than to im|>erfeet integration of financial 
markets. John Kuszczak and John D. Murray use 
sector autoregressive procedures to investigate the 
relationship of the domestic economy in Canada 
and the United States to foreign intluences. Benja- 
min M. Friedman examines the edicts and implica- 
tions of the U.S. net capital inflow. The remaining 
two jxipers examine iviliev res|xmses to increased 
o|>ennexs, i.e., international interdependence and 
constraints on macroeconomic policies (Jacob A. 
Frenkel), and the dollar exchange rate and interna- 
tional monetary cooperation (Ronald I. McKinnon). 
The editor is Research Officer, Federal Reserve 
Bank of St. Louis. Index. 

Institcto Itm.o-Latino Amkhk.ano. Report on the 
medium term prospects for latin American coun- 
tries. Rome: Author, 1986. Pp. 109. Pui>er. 

JEL 87-415/2 

A survey of the antecedents of the debt crisis, 
attempts at adjustment, and the outlook at the 
present time. Provides a framework for analysis 
of Latin American debt problems. Reviews key 
external and internal causal factors with s|x*cial at- 
tention to the impact of the first oil shock on Argen- 
tina, Brazil. Chile, Columbia. Mexico. Pern, and 
Venezuela. Analyzes the evolution of the pro- 
ductive structures anil external trade of these coun- 
tries. Outlines the main conclusions of this analysis 
and the projections by international organizations 
and research institutions. Reviews the prospects 
of the seven countries and presents certain policy 
initiatives to deal with the debt situation. No index. 

Kokhohaai., Gi.enim. Yankee Dollars: Australian in- 
vestment in America. Sydney; lain don and Boston; 
Allen and Unwin. 1986. Pp. viii. 299. #29.95. ISBN 
0-86861-841-1. JEL 87-0513 

Relates the story of how some of Australia's I rest 
known companies have established themselves in 
the United States. The product of interviews with 
over fifty people, mainly in 1984 and 1985, both 
in Australia and America and four years of reporting 
from the United States for the Financial Review. 
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Describes how Australia’s role as host to many mul- 
tinationals has changed to include that of aggres- 
sively venturing offshore by some of its largest com- 
panies. Presents a snapshot of Australian 
investment in the (J.S. in the mid-1980s, examin- 
ing the company experiences and describing the 
lessons learned. Finds that each company has its 
own story as to why it ventured abroad. Presents 
case studies of particular companies and industries, 
emphasizing differences in strategies. Korporaal is 
Assistant Editor of the Financial Review, Sydney. 
Index. 

laixi.FT, John. Debt and disorder: F.xtrmal financing 
for development. Boulder, Colo , and London. 
Westview Press in coo|x*ration with the North- 
South Institute, Ottawa, 1986. Pp. xv. 228. $2-1.00. 
paper. ISBN 0-81.13-7218-6. JF.I. 87-05/4 

Analysis of the external debt and associated 
structural adjustment problems of third world 
countries. Discusses the nature and origins of eco- 
nomic instability ill the third world and the (Missihlc 
doincstic policies for stabilization and adjustment. 
Analyzes the role of transnational lunik finance for 
expediting structural adjustment, the approaches 
to crisis management employed by the Interna- 
tional Monetary Fluid, and the nature of World 
Hank lending for structural adjustment. Investi- 
gates the trends in volume, terms, and compisition 
of aid for dealing with economic crisis and discusses 
the prospects for tin- future. Izixlev is lb-ad of 
the Department of Economies at tin- University 
of Manitoba. Canada. Selected bibliography, in- 
dex. 

Makton, Katiikkin. Multinationals, technology . and 
industrialization. Implications and im/tacl in third 
world countries. Ia-xington. Mass., and Toronto: 
Heath, la-xington Hooks, 1986. Pp. viii. 104. 
$32.00. ISBN 0-669-13209-8. JFI. 87-05/5 

Analyzes the changing roles anti relationships 
of multinationals in third world countries, particu- 
larly as they relate to industrial anti technological 
development in these nations. Examines the na- 
ture and impact of tt-chnoiogv transfer through 
multinational companies, focusing on the growth 
of technological cu|iability and the absorption anti 
adaptation of foreign technology and know-ltow in 
the various industrial sectors. Considers the role 
and effects of national policies in the host countries 
and their impact on investments and technology 
transfers. Discusses technology transfers in the pe- 
troleum, mineral, and food processing industries 
and in pharmaceuticals, capital goods manufacture, 
and microelectronics and computers. Includes cave 
studies of Brazil, India, Smith Korea, and Mexico. 
Concludes that the "experience with technology 


regulation over the hut decade has led to increasing 
awareness that strict and rigid regulation of foreign 
technology could result in strong disincentives for 
the inflow of needed foreign technology.” Marton 
is Associate Professor of International Business and 
Keonomk-s at Fordham University. Index. 

Poniaciikk. IIahvki A. Direct foreign investment in 
the United States. Lexington. Mass. . and Toronto. 
Heath, Lexington, 1986. Pp. x, 256. $28.00. ISBN 
0-669-1 1076-0. JEL 87-05/6 

Examines worldwide trends in direct foreign in- 
vestment and discusses motivations ior investing 
abroad. Specific attention is directed to foreign in- 
vestment in the United States, discussing the U.S 
market, costs and productivity , the dollar exchange 
rate, inflation, and protectionism Descriljcs tile 
pattern, by investor country, industry, establish- 
ment. and location, of direct foreign investment 
in the United States. Examines in detail institu- 
tional factors alxmt the U.S. economy, particularly 
its structure, lalxir and industrial relations, energy 
situation, and I tanking system. Heviews the perti- 
nent regulatory and IrgaJ framework. es|teeially 
specific icileral laws, commercial law. and patent, 
trademark, and copyright law. Examines financing 
considerations, descnltcs tile relevant tax laws, and 
discusses investment incentives and how Ivunks can 
Ite of assistants*. Pomachek is an economist with 
the Bank of America and adjunct Associate Profes- 
sor of Ecoiiomk-s and Finance at New York Univer- 
sity College ol Business .md I' 1 ' ' 1 • 1 

Index. 

Umtkd N vtioss Ci 

KATII INS AtUlfl/SIs . 
sistance consult//’. 

Sales No. E Ms. 1 1 ■ 

1986. Pp. wiii. V 
104177-5 

Analyzes and tomp.it< * * 

individual provisions contained in v mi'. - ■ ■ 

tracts in economic development projects. Focuses 
on engineering consultant's contrasts and technical 
assistants* agreements Examines kev provisions in 
consultancy contiacts. such as consultant s general 
and personnel duties, training, and responsibili- 
ties. consultant's foreign country personnel, own- 
er's rights and objectives-, fee stmetures and finan- 
cial pros isions. payment procedures anil currency - 
related clauses, validity of contract: settlement of 
dispute: and suspension, termination, and force 
inajenre. Also available in French. Russian, and 
Spanish. No index. 

Dnitkii Nations Confkhfnck on Tkaiie ani> Df.- 
vkIjiii-mknt. Financial solidarity for develofnnent . 
Development assistance from OPEC members and 
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institutions to other developing countries , 1977- 
1983. Report by the Secretariat of UNCTAD. New 
York: United Notions. 1985. Pp. xii, 180. $17.50. 
poper. ISBN 92-1-112213-9. JEL 87-0518 

The fourth review of financial assistance from 
members of OPEC to other developing nations. 
Identifies (rends in volume, composition, sectoral 
orientation, and terms of concessional flows from 
major aid donors, national aid agencies, and contri- 
butions to multilateral institutions. Reports on de- 
velopments in nonconcessional flows, trust funds, 
and the Venezuelan Investment Fund and dis- 
cusses the nature of aid coordination. Deserilx-s 
the role of institutions lielonging to the coordina- 
tion group of Arab national and regional develop- 
ment finance institutions and other multilateral in- 
stitutions. No index. 

Weekly, James K. and Cahy, Mahy K., compilers. 
Information for international marketing An anno- 
tated guide to sources. Bibliographies and Indexes 
in Economics and Economic History series, no. 
3. New York and London: Greenwood Press, 1986. 
Pp. xi. 170. $29.95. ISBN 0-313-25440-0. 

JEL 87-0519 

A listing of sources of information regarding for- 
eign markets, marketing regulations, rules, and 
procedures. Geared to assist companies, organiza- 
tions, and managers involved in international mar- 
keting. Refers to government publications, data- 
bases, indexes to periodicals and newspapers, and 
other reference sources. Organized into sections 
dealing with demographic, economic, market, le- 
gal, company, and methodological data, promo- 
tional and financing facilities, and political data and 
political risk assessments. Includes references to 
bibliographies, directories, indexes, dictionaries, 
and databases for international marketers. Appen- 
dices list a directory of publishers, state trade con- 
tacts in the United States, U.S. foreign service 
offices, foreign embassies in the U.S., and interna- 
tional marketing journals. Weekly is Professor of 
International Business and Cary is Assistant Profes- 
sor of Library Administration at the University of 
Toledo. Title index. 

Wcjhlu Bank. Recovery in the developing world: The 
London symposium on the World Bank's role. 
Washington, D.C.: Author, 1966. Pp. vi, 122. Pa- 
per. ISBN 0-8213-0776-2. JEL 87-0520 

Nine papers and the text of opening and closing 
remarks presented at a symposium in London in 
February 1965. The papers analyze current chal- 
lenges to the international donor community; the 
impact of the debt crisis on middle income and 
poor countries; the current role of the World Bank; 
the Bank's rale in a maturing capital market; its 


impact on economic policy in developing countries; 
its oiipwrtunities and limitations in promoting the* 
private sector; the viability of “redistribution with 
growth"; the Bank's policies and operations in the 
future; and development priorities for snli-Sahurun 
Africa. The contributors are: Mike Faber, Timothy 
Raison. Nicholas Hope. Stuart Holland, Michael 
Beenstock, S. Shahid Husain. John Toye, E. A. 
Brett. D. Joseph Wood, and Stanley Please and 
are mainly economists and World Bunk officials. 
Bibliography; no index. 

See also: Book Ntnnliers JEL 87-0419. 87-0501, 
87-0504. 87-0522. 87-0 555. 87-0558 

500 Administration; Business Finance; 
Marketing; Accounting 
510 Aomini.vthation 

Kayiwal. Ehuknkk. Markctin gand economic develop- 
ment. New York and laindou: Greenwood Press, 
Praeger, 1986. Pp. xxii, 200. $37.95. ISBN 0-275- 
90003-7. JEL 87-0521 

Explores the relationship lietween marketing 
and economic development, focusing on tin- devel- 
opment process and the general features of market- 
ing activity in different economic settings. Exam- 
ines the possibility of marketing technology 
transfer from the West to the LDCs; how market- 
ing technology can help attain development goals, 
marketing strategy for drvelo|>meiit; and contribu- 
tions of research at Iioth the micro and macro lev- 
els. Cites examples from socialist countries, newly 
industrialized nations, I .at in America, Europe, 
China, and Japan, among others, kuviiak is Profes- 
sor of Marketing, Pennsylvania State University, 
Harrisburg. Selected bibliography; index. 

520 Business Finance and Investment 

Amjad, Rasiiid. Private industrial investment in Paki- 
stan, 1980-1970. Cambridge South Asian Stud- 
ies series. Cambridge; New York and Sydney: 
Cambridge University Press, 1982. Pp. xv, 257. 
£ 25.00. ISBN 0-521-23261-9. JEL 87-0522 
Analyzes the factors that induced the growth and 
pattern of industrial investment in the 1960s in 
Pakistan svith reference to the large-scale manufac- 
turing sector, emphasizing the importance of insti- 
tutional and supply factors, especially foreign aid, 
in explaining industrial investment. Develops a 
simple model of investment lielwvkir to test the 
nature of the relationship lietween investment and 
institutional arrangements, level of profitability, 
expansion of the market, and foreign aid dispersed 
as loans. Examines: the corporate environment and 
its major actors (monopoly houses, the govern- 
ment, and financial institutions); the factors that 
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influenced profitability in this environment, i.e., 
government measures as well us market structure 
and links between industrial and trading interests; 
and the factors influencing investment l>ehavior 
at the firm level, of monopoly houses, and at the 
industry level. Concludes that the success story 
of the early 1960s and subsequent slowing down 
and stagnation of the later 1960s can I jest Ije ex- 
plained when the economic system is considered 
as a foreign-aid-dependent regime, when aid Hows 
slowed down the earlier growth could not Ik- sus- 
tained. Bibliography; index. 

Edwards. Jkhkmy, ktal., eds. Recent developments 
in corporate finance. Cambridge; New York and 
MellKuime: Cambridge University Press, 1966 
Pp. xiv, 240. $34.50. ISBN 0-- 521-32964-7. 

JEL 67-052.3 

Contains eight |Ktpcrs from the priK-eedings of 
the Economic and Social Kesearch Cuuncil/( Centre 
for Economic Policy Hescarch conference on “Ho- 
cent Developments ill Corporate Finunee, Invest- 
ineiit and Taxation" at Wadham College, Oxford, 
and the Institute of Economics and Statistics. Ox- 
ford, in 1985 Papers reflect a diverse range of 
developments in financial economics. Two themes 
recur — the imperfections in financial markets and 
the role of taxation in influencing the liehavior of 
companies and investors. Essays arc grouped un- 
der four headings — financial markets, issues in cor- 
porate finance, liaiikiiig. and international finance. 
Specific papers deal with the efficiency of financial 
markets, prcconimitincnt to equity financing 
choices with asymmetric information, equity issues 
and offering dilution, effects of asymmetric taxa- 
tion on corporate investment, credit rationing and 
collateral, competitive banking, taxation of foreign 
direct investment income, costs to crossljordcr 
investment and international equity market equi 
librium. The contributors an- mainly economists. 
Coeditors are Julian Franks, Colin Mayer, and 
Stephen Schaefer. Edwards is at St. Johns Col- 
lege, Cambridge University. No index. 

See also; Book Number JEL 87-04.51 
530 Markkting 

Dickinson, John H. The hildioRraphy of marketinu 
research methods. Lexington, Mass., and Toronto. 
Heath, la-xingtnn Books. 1986. Pp. xxxi, 788 
$49.95. ISBN 0-669-12373-0. JEL 57-0524 

Bibliography til references to publications cited 
in marketing and marketing research |K-riodicals, 
conference proceedings, textbooks, and hand- 
books. Contains over 9,200 entries organized un- 
der some 800 headings and subheadings in three 
parts; marketing research function, data collection 


inetlmds, and data analysis techniques. Within 
each heading or subheading, entries are listed al- 
pliabctically. Dickinson is at the University of 
Windsor. Autlxir and subject indexes. 

Sec also: Book Nuinliers JEL 67-0579. 67-0553 

600 Industrial Organization; 
Technological Change; Industry Studies 

610 Industrial Organization and Pi sue. Poun 

Adams. VV'ai.ikii and Biuk.x, Jami-.s W The biuncss 
nnnplrx: Industry, labor, and g orernmrnt in the 
American economy. New York: Pantheon Books. 
1986. Pp. xiii. 426. $22.95. ISBN 0-394-54721-7. 

JEL 67-0525 

Analyzes the anatmnv ot the "bigness (simplex ’ 
in ils diverse forms, examining the "quintessential 
myth of Americas corporate culture that industrial 
giantism is the handmaiden of etxmoimc cffiiicniy 
and (smsiimer welfare ” Begins with an examina- 
tion of power and public |M>lic> . |M>intiiig to the 
numerous current issmninic problems Kvammes 

the "popular mythology" alxmt the In-nefits of cor- 
porate giantism, especially in (sinnectinn with effi- 
ciencies of o|M-ration and innovation and social effi- 
ciency. Presents a historical perspei-tive on the 
|Militieal economy ofpowri followed l>v an aualvsis 
of the market as a social control iiiech.inism with 
emphasis on autitnot i" ' 
mg decentralized . 
incut of ixivvcr I ! 
and military-indu-' 
lie policy altciu.it. 

|xiwcr and its att. 
disproportionate 
University Proloss. . 

State University Bn * I, . 

Eisinoum-s at Miami l iiivcimIv a um • s,.,,.. 

and subject indeves. 

Ai.xh. Mu ii si- i II. I ndepi nth ills d< ila red The di- 
lemmas of iioleju’iuii'iit true kmc Smithsonian Se- 
ries m Ktlmograplm lnqimv.vol I Washington. 
!).(’ and I anidou Smithsonian Institution Press. 
1986. Pp. 191. *21.95. cloth. *14 95. paper ISBN 
0-87474-250-1 JLL 67-0.526 

Based on interviews, field observation, research 
into regulatory Instors of ti licking, and analysis of 
the tiuckei's image in |>opnlar novels and Kims 
\icws trucking as a complicated field, cuipliasi/.- 
mg the de|K-udenee ot the independent trucker 
on shippers. Iiankcrs, insurance conqiames. and 
regulators Kvammes the truckers’ actual working 
world from the point of view of tluisc who wxMrk 
in it locuxing on the contradiction between in- 
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dependence and control. Topics include: rood life, 
leasing, loads, rates, carrier operations and ma- 
nipulations, state regulations, repairs, mechan- 
ical problems, breakdowns, and deregulation. Con- 
cludes that dependency is the most salient feature 
of the industry. Agar is a Professor of Anthropology 
at the University of Maryland. Index. 

Aharoni, Yaih. The evolution and management of 
state owned enterprises. Ballinger Series in Busi- 
ness and Public Policy. Cambridge. Mass.: Harper 
and Row, Ballinger, 1986, Pp. xiv, 475. ♦29.95. 
ISBN 0-88730-164-9. JF.L 87-0527 

Investigates the structure, operations, j >erfor- 
mance, conduct, goals, control issues, and manage- 
ment problems of state-owned enterprises. Re- 
views the origins of state-owned enterprises. 
Examines issues such as the role of management, 
the establishment of management standards, the 
determination of criteria of performance, the rela- 
tionships with the private sector, their scope of 
operations, their control by the state, their pricing 
and profit policies, and their adaptation to institu- 
tional factors. Also describes the relationships of 
state-owned enterprises with private investors, 
comments on privatization as an alternative, and 
reviews the international implications of state- 
owned enterprises. Concludes with a contingency 
model of state-owned enterprise behavior. Aharoni 
is at Tel-Aviv University. Bibliography, author and 
subject indexes. 

Ayub, Mahmood Ali and Heostap. Sven Olaf. 
Public industrial enterprises: Determinants of per- 
formance. Industry and Finance Series, vol. 17. 
Washington. D.C.: World Bank, 1986. Pp. xi, 77. 
$5.00, paper. ISBN 0-8213-0815-7. 

JF.L 87-0528 

Study identifying the factors influencing the per- 
formance of public industrial enterprises. Reviews 
data on public enterprises in thirteen countries 
and indates three basic factors that distinguish pub- 
lic enterprises that perform successfully. Discusses 
the importance of a competitive environment as a 
determinant of performance. Reviews the impact 
of varying degrees of financial and managerial au- 
tonomy and accountability, managerial skills and 
morale, and- coordination within the government. 
Annexes contain a review of origins of public indus- 
trial enterprises, their management and board of 
dir ec to rs, and of the use of holding companies. 
Ayub is Senior Industry Economist and Hegstad 
is Senior Industry Specialist, both in the Industry 
Department of the World Bank. No index. 

DiMaccio, Pawl J. Nonprofit enterprise in the Arts: 
Studies in mission and constraint. Yale Studies on 
Nonpr ofi t Organizations series. New York and Ox- 


ford: Oxford University Press, 1986. Pp. xv, 370. 
$39.95. ISBN 0-19-504063-5. JF.L 87-8529 

Examines the production and distribution of art 
in the United States. Sixteen interdisciplinary es- 
says, several published previously, provide per- 
spectives on issues such us financing nonprofit art 
organizations, the relationship between industrial 
organization and social purposes in the arts, and 
constraints on binding activities. Papers in Part 1 
explore the reasons why arts organizations arc non- 
profit. Those in part 2 discuss the sources of non- 
profit cultural organizations revenues. The papers 
in part 3 examine factors influencing the mission 
of arts organizations. Part 4 deals with nonprofit 
enterprise in for-profit cultural industries such us 
television and publishing. European perspectives 
are also presented. DiMaggio is an Associate Pro- 
fessor of Sociology at Yale University. Index. 

IDohsey. Jasper N. and Widcins, Ben T.) Telecom- 
munications in the post-divestiture era: Essays in 
honor of Jasper S'. Dorsey and Ben T. Wiggins. 
Edited by Ai.hert I,. Daniei.xkn and David R. 
Kamerschen. Lexington, Mass., and Toronto: 
Heath, I^exington Books. 1986. Pp. xiv, 252. 
$25.00. ISBN 0-669-13445-7. JF.L 87-05.W 

Twenty-one essays in honor of Jasper Dorsey, 
retired Vice-President and Chief Executive Officer 
of Georgia Operations (Southern Bell) and Ben T. 
Wiggins, an attorney and former public service 
commissioner in Georgia. Purpose is to promote 
an exchange of ideas among those involved in the 
telecommunications industry. The papers in Part 
1 focus on state regulation and the decision making 
process at the level from the perspective of the 
regulator. The essays in Part 2 present telecommu- 
nications issues from the standpoint of the compa- 
nies. who deal with them on a day-to-day Irasis. 
The theme of the papers in Part 3 is pricing in 
an asymmetrically regulated market. Those in part 
4 deal with nontelecommunications issues such as 
market power, interchange, depreciation reserves, 
and modeling of economic impacts. The contribu- 
tors are mainly industry executives and econo- 
mists. Danielson is Professor of Economics and 
Kamerschen is Distinguished Professor and holder 
erf the Chair of Public Utilities in the Department 
of Economics, both at the University of Georgia, 
index. 

Epstein, Edward Jay. Who owns the corj/oration? 
Management vs. shareholders. Twentieth Century 
Fund Paper series. New York: Priority Press, 1986. 
Pp. vi, 69. $8 00, paper. ISBN 0-87078-208-8. 

JF.L 87-0531 

Describes the current waves of corporate merg- 
er* and acquisitions by corporate “raiders.’ Ana- 
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lyges the “myth of corporate democracy," review- 
ing how the earlier debate over participation by 
shareholders in corporate affairs has t>een rendered 
somewhat meaningless by the current no-holds- 
1 Mirred contests. Examines management defense's 
designed to thwart raiders. Expresses concern that 
continued dispersion of ownership will result in 
transfer of control from legal owners to manage- 
ment groups. Suggested remedies include: making 
tender offers equally available to all shareholders: 
ending two-tier tender offers; and forcing manage- 
ment to submit all Ixma (ide tender offers to a 
shareholder vote liefore activating anti-takeover 
measures. Epstein is a free lance journalist. No 
index. 

Finmnckh, Jrinc; ani> Pauly, Mahk V., eds. The eco- 
nomics of insurance regulation: A cross-national 
study. New York: St. Martin's Press, 1986. Pp. 
xi. 300. $35.00. ISBN 0-312-23445-7. 

JEL 87-0532 

Ten essays on the conduct and performance of 
insurance markets, especially automobile and life 
insurance, in seven countries. Studies liegin with 
u description of market characteristics and regula- 
tory institutions, followed by an in-depth analysis 
of regulatory instruments and their market impacts 
in Great Britain and the United States and the 
centrally controlled market in West Germany. Also 
examines regulation in Sweden. Switzerland. 
France, and Canada. Contributors are economists, 
and finance, insurance, and regulation specia- 
lists. Finsingcr is Professor of Economics at the 
Hochschule Liiueburg and Wissruschaftszentrum. 
Berlin. Pauly is Koliert 1). Filers Professor of 
Health Care Management and Economics at the 
Wharton Schtxil and Professor of Public Manage 
ment and Economics at the University of Pennsyl- 
vania. Index. 

Gii.i.k.n. David W.. Ocm, Tak Hoon and Thkthk- 
wa>, Miciiakl W. AiWine cost ami peifonname 
implications for public and Industry fwlicirs Van- 
couver: University of British Columbia. Centre 
for Transportation Studies. 1985. Pp. 17(1. ISBN 
(f-0 1 9804—39- X . JEL 87-0551 

Study of the Canadian airline industry and its 
regulatory environment. Provides a metlxxiolog) 
for assessing the performance of the industry at a 
time of debate regarding the direction of air trans- 
port policy. Also contributes a method for examin- 
ing multi-product firms and their cost structure. 
Describes the evolution of regulators policy in 
Canada and the institutional setting of the industry 
and discusses previous theoretical and empirical 
studies. Examines outputs. Inputs, and characteris- 
tics of class I and 11 air carriers for the period 


1964-81. Analyzes productivity and assesses the 
productivity consequences of managerial decisions 
and regulatory constraints; includes discussion of 
the results and comparisons over time and across 
firms. Presents cost models, including measures 
of economies of scale and density . Concludes that 
performance comparisons based simply on total fac- 
tor productivity and cost measures indicate that 
the trunk carriers have been more productive than 
the regional ones. However, after correcting these 
measures for scale and density economists and in- 
ter-carrier differences in the operating environ- 
ment, the relationship changes so that there are 
no significant differences in earner performance 
offer controlling for differences in traffic density 
and available capital. Gillen is a faculty member 
in the School of Business and Economics at Wilfrid 
I-aurier University. Outn and Trethewav both are 
on the Faculty of Commerce and Business Admin- 
istration at the University ol British Columbia. 
Bibliography, no index. 

II all. Kk iiahd H. Organizations. Structures, pro- 
cesses. and outcomes Fourth edition. Englewood 
Cliffs. N J.: Prentice- Hall, |1972 . .1982] 1987 

Pp x. 358. ISBN 0-13-642018-4 

JEl. S7-0534 

Fourth edition of a tcxtlxxik on organizations 
now with the won! “outcome" .idd«d to the title 
Emphasizes the sociological roots of the Ixxilt al- 
though references in '■ 
psychology. polith 
and management 
organizations, dc., 
of oiganizations !■ 
siduals. commum 
the nature and I 
voluntary ones. I' 
structure Part 5 ■ 
tioual processes, !«•> 
decision making > • 

Part 4 examines oigam,..,. 
titular 1\ the perception t 

its impact on organizations and iutcioig.oio.t(io;ial 
relationships The concluding part deals with orga- 
nizational effectiveness and theory, presenting a 
variety of models such as population-etxilogx . re- 
source dependence, rational choice. Marxist or 
t lass, and institutional. Hall is a lacnltx memlrer 
in the Department ol Sociology at the Stale I nixcr- 
sitx of New York at AIInuiv. Name and subject 
indexes. 

Mai. xr. A.. Kkci*sk:is. Alas J. and H.ar- 

HiNcniN. Winston. Hulcs in the making: A statisti- 
cal analysis of regulatory agency behavior Wash- 
ington. D.C.: Kesources for the Future. 1986. Pp. 
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xiii, 182. $22.50. ISBN 0-915707-24-1. 

JF.L 87-0535 

Applies statistical techniques to explain how de- 
cisions are made by regulatory agencies, using as 
a representative example the industrial effluent 
standards set by the Environmental Protection 
Agency (EPA) pursuant to the Federal Water Pol- 
lution Control Amendment* of 1B72. Purpose is 
to develop an improved methodology for exploring 
how social regulatory agencies issue their rules and 
then to derive implicit decision rules from a large 
number of actual agency decisions. Describes how 
agencies make rules, focusing on their informal 
rulemaking processes to establish technical rules 
and comparing five examples of rulemaking. Re- 
views the literature relevant to understanding reg- 
ulatory decision making and develops a formal 
model of the standard-setting process. Also dis- 
cusses the methodological issues faced in develop- 
ing suitable data. Uses regression analysis and 
other quantitative data to test hypotheses explain- 
ing how EPA sets its effluent guidelines. Concludes 
with an analysis of applying the revealed prefer- 
ence approach to understanding how agencies 
make rules. Magat is an Associate Professor with 
the Schools of Business and Public Policy at Duke 
University. Krupnick and Harrington are Fellows 
with Resources for the Future. Index. 

MOOUHOUSE. John C.. ed. Electric power: Deregula- 
tion and the public interest. Foreword by Harold 
Demsetz. Pacific Studies in Public Policy series. 
San Francisco: Pacific Research Institute for Public 
Policy. 1986. Pp. xviii, 516. $34.95, doth; $14.95, 
paper. ISBN 0-936488-02-6, pbk. JEL 87-0536 

Fifteen essays deal with the uncertain future of 
the electric power industry. Papers cover a wide 
range of topics such as electric utility regulation, 
competition in the production of electricity, tax 
policy and utility regulation, inflation and regula- 
tion, environmental regulation of electric utilities, 
electric utility regulation in an open economy, po- 
liticization of the electric utility industry, the de- 
mand for regulation, efficiency and cross subsidy 
in electric utility pricing performance of utility 
commissions, information and incentives, property 
rights »n utility franchises, and perspectives on re- 
form in electric utility regulation. Major theme is 
that replacing market competition with govern- 
ment decrees "as the main asstitutional device for 
assuring good performance"* has proved unwise. 
The contributors are maiafy economists. Moor- 
house is a Professor of Economics at Wake Forest 
University. Index. 

Sagers, Matthew J. and Green, Miltord B. The 
transportation of Soviet energy resources. Totowa, 


NJ.: Littlefield, Adams; Rowman and Littlefield, 
1986. Pp. xvi. 177. $32.50. ISBN 0-8476-7504-1. 

JEL 87-0537 

Monograph analyzing the efficient transportion 
of energy in Its major forms (oil. coal, natural gas, 
and electricity) from sites of production to those 
of consumption In the Soviet Union. Focuses on 
the general pattern of flow within each energy 
transportation system and upon identifying major 
impediments to efficient flows and other transport 
problems. Models each energy transportation sys- 
tem as it existed in 1980 as an abstract capacitated 
network; applies a network allocation model (the 
out-of-ldlter algorithm) to each abstracted system 
to determine optimal flows and associated costs 
and compares the model's pattern of optimal flows 
with what is known of actual flow*. Concludes that, 
in general, the models justify post-1980 develop- 
ments in each energy transportation system. Also 
contains an epilogue on the impact of Chernobyl. 
Sagers is an economist for the Soviet Economics 
Studies Branch, Center for International Research, 
Bureau of the Census, Washington, D.C. Green 
is Associate Professor of Geography, University of 
Western Ontario. Terms, authors, and places in- 
dexes. 

Singleton, Ross C. Industrial organization and anti- 
trust: A survey of alternative perspectives. Colum- 
bus. Ohio: Publishing Horizons, 1986. Pp. ix, 102. 
Paper. ISBN 0-942280-15-6. JEL 87-0538 

Designed as a primary or supplementary intro- 
ductory textbook to be used in industrial organiza- 
tion theory, antitrust law, and government and 
business courses. Presents fundamental theoretical 
and empirical differences of opinion within the field 
of industrial organization regarding the economic 
and political consequences of industrial concentra- 
tion and the proper role of antitrust enforcement. 
Describes the traditional Mason- Baiu-Scherer and 
recent developments within the tradition; the 
structuralist school; the Chicago school, the Aus- 
trian school; and perspectives of Joseph A. Schum- 
peter, John Kenneth Galbraith, Oliver E. William- 
son, and Richard A. Posner. The concluding 
chapter summarizes the book, discusses the rebirth 
of the potential competition doctrine, and presents 
a view of the economic significance of collusion. 
Chapters contain review questions and listings of 
representative readings. Selected antitrust cases 
are developed only as they pertain to monopoly, 
merger, and restraint provisions of the law. Single- 
ton is at the University of Puget Sound, Tacoma. 
Washington. Subject, case, and author indexes. 

Snow, Marcellos S. Marketplace for telecommuni- 
cations: Regulation and deregulation in industrial- 
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ized democracies. University' of Pennsylvania, An- 
nenberg School of Communications series. New 
York and London: Longman, 1986. Pp. xvi, 304. 
934.95. ISBN 0-582- 28600-X. JEL 87-0530 

Twelve essays present a cross-country compari- 
son of the economic and political facets of telecom- 
munications regulations, describing their eco- 
nomic, political, legal, and institutional aspects. 
Case studies include Australia, Canada, France, 
West Germany, Japan, the United States, and the 
United Kingdom. Analyzes the historical forces re- 
sponsible for regulation. Focuses on recent trends 
toward deregulation, privatization, and demo- 
nopolization. The contributors are mainly econo- 
mists. Snow is Associate Professor of Fconoinics 
at the University of Hawaii at Manoa. Index. 

United Nations Economic Commission eon Ee- 
hohe. Recent trends in flexible manufacturing 
New York: United Nations, 1986. Pp. xv, 314. 
$33.00, paper. ISBN 92-1-1 16347-1 

JEl. ,17-0540 

One of a series of studies dealing with industrial 
automation. Presents the liackground. emphasiz- 
ing the distinction between mechanization and au- 
tomation. Examines the state of the art of flexihlc 
manufacturing systems. Attributes a new phase or 
shift in manufacturing technology some thirty years 
ago to two innovatious-lhe digital computer and 
the integrated circuit and microcomputer. Reviews 
the implications of computerized manufacturing 
technology. Describes the nature of a flexible man- 
ufacturing system; ipiuntitutive a,, d qualitative as- 
pects of flexible manufacturing, problems and pre- 
requisites for the planning, implementation, and 
operation of a flexible manufacturing system, the 
role of governments in promoting such systems, 
and policy recommendations. No index. 

See also: Book Numbers JEl, 87-0373, 87-0392. 
87-0457. 87-0470. 87-0472. 87-0490, 
87-0543 

620 Economics ok TechnoijOcicai. Chance 

Baahk, Ehik and Jamison, ANDHKW.eds. Technoloei- 
cal development in China. India anil Japan: Cross- 
cultural perspectives. New York: St. Martin x 
Press, 1986. Pp. xii, 264. $32.50. ISBN O 312- 
78794-4. J Ed. 87-0541 

Six papers present a comparative analysis of teeb- 
nologK-al change in large Asian countries. Baark 
and Jamison review the nature of the relationship 
between technokigy and culture. Per Sdrlaim pre- 
sents a historical review of tin- reception of Western 
technokigy in China and Japan. Jon Signrdson 
studies the policy responses in Japan and Sweden 
to the challenge of the last pace of change in high 
technology. Baark examines the nature* of informa- 


tion infrastructures in India and China. Kou Mat- 
thews discusses the case of machine-tool manniac- 
ture for a comparative analysis of technological dy- 
namism in India and Japan. Aant Elzinga and 
Jamison present a cultural critique of technokigy 
in India and Japan. Ilie contributors are mainly 
specialists in the history and theory of science and 
technology. The editors are Research Fellows at 
the Research Policy Institute, University of Lund, 
Sweden. Index. 

Danzickh. James N. and Khakmkk. Kenneth L. Peo- 
ple and computers: The imjtacts of computing on 
end users in unionizations. CORPS (Computing. 
Organizations. Policy, and Society) Senes. New 
York: Columbia University Press. 1986. Pp. xv. 
268. $32.50. ISBN 0-231-06178-1. 

JEd. 87-05 42 

An empirical assessment of the positive and neg- 
ative impacts of computing on its end users. Exam 
ines the level and types of use ol computing among 
managers, staff professionals, street-level bureau- 
crats, and desk-top bureaucrats. Analvzes the per- 
Ihrtnance liencfits from computing and certain 
problems associated with its lea- Discusses the 
effect of computing on the work euv ironnieiit and 
cm the extent of control exercised by workers and 
managers. Attempts to identiiv the sources ol the 
differential iiiqucts of computing and outlines the 
cliaractcristics oi successful enif-user computing 
Danzigrr is Research Sucntist and Kiaemer is Pi- 
rector in the Public t'oliev I 
University of Calif 

Kimvii Yxikmim 
tin n rules retzulat: 
tion laiw Mono.:. 

ESt:, 1986. Pp v 
0-906214 15 . 9 

A oomincntarx on i ,, 

]iaragraph. dealing with t!, 

licenses. begins In consldcimg whether coII.iIhii.i- 
tion in R&D shoulil lx- exemptisl or v Icared Re- 
vu*ws the views ol tin- commission oil giauting ex- 
emptions, citing eases to present these views. 
Examines inherent anticoiii|ietitive eflcctx and an- 
cillary restrietunis of |omt v entorex < ates the ( ,oni- 
liiumtx (Xiurts views and the taiumiission reac- 
tions. Presents details almnt group exemptions, the 
svxi|x* and ixiinlitions lor application i»l tlx* regula- 
tion. exemptions of restrictions ot coiii|X-6tion. ob- 
ligutHMis not mfriiigiiig on the legulatums, and op- 
j x ist 1 1 r > 1 1 procedures. Conelmk’s with a discussion 
of tile kinds of agreements to which the exein|>tioii 
is or is not likely to apply . strategy to prevent 
commercial loss, ami disadvantages of notification. 
Indicates that what is iinportunt is the growing 
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tendency for the Court and Commission to look 
more realistically at the market before finding that 
competition is restricted. Korah is Professor of 
Competition Law at University College. London. 
Includes lists of cases, secondary legislation, and 
principal banks and articles. No index. 

Woods. Stanley. Western Europe: Technology anti 
the future. Atlantic Paper series, no. 63. London. 
Sydney and Wolfeboro, N.H.: Groom Helm for 
the Atlantic Institute for International Affairs, 
1987. Pp. viii, 106. Paper. ISBN 0-7099-5220-1 

JEL 87-0544 

Explores the impact of technological develop- 
ment on the structure of industrial democracies 
and the problems for public policy. Contends that 
Western Europe has been less successful than the 
United States and Japan in the high technology 
industrial sector, resulting in a deterioration of its 
competitive position. Examines why the notion of 
a technology gap has developed in Europe, as- 
sesses the economic consequences of such a gap, 
evaluates statistical data dealing with conclusions 
about the gap. identifies factors affecting weak in- 
novation performance in Western Europe, and ex- 
amines policies designed to cope with the foregoing 
areas. Assesses comparative Western European. 
Japanese, and American performances, with mi- 
croelectronics as a case study. Places part of the 
blame for the gap on limited relations between 
academe and industry, excessive reliance on a few 
large firms protected by government, and market 
rigidities. Woods is a Research Associate at the 
Atlantic Institute for International Affairs, Paris, 
No index. 

'>ee also: Book Numbers JEL 87-0357. 87-0468. 87- 
0515. 87-0540. 87-0546, 87-0548, 87- 
0551. 87-0590 

630 Industby Studies 

Iarnett, Donald F. and Crandall, Robert W. 
Up from the ashes: The rise of the steel minimill 
in the United States. Washington, D.C.: Brookings 
Institution, 1986. Pp. xii. 135. $26.95, cloth; $9.95, 
paper. ISBN 0-8157-0634-3. JEL 87-0545 

Documents the growth of minimills, comparing 
their economic performance with that of the larger, 
fully integrated steel companies. Finds that the 
minimi]]* increasingly are moving out more sophis- 
ticated product lines, taking markets away from 
both die bigger domestic firms and importers. 
Shows that some of the minJmills have costs as 
low as producers anywhere else in the world and 
may arrest the rising trend of import penetration, 
though they are currently unable to produce all 
the higher grades of steel. Uses the experience of 


approximately forty mills to demonstrate how en- 
trepreneurial effort can succeed in developing prof- 
itable businesses. Attributes the success of mini- 
mills to factor prices, innovation, and product 
quality. Examines the lessons for national policy 
that can be learned from the steel experience. Sug- 
gests that policymakers should pay as much atten- 
tion to the strategies of these newer companies 
as to the dilemmas of the older steel companies. 
Barnett is an associated staff member of the Eco- 
nomic Studies Program at the Brookings Institution 
and a consultant at the World Bank. Crandall is a 
Senior Fellow in the Economic Studies Program 
at the Brookings Institution. Index. 

Dkmac. Donna A., ed. Tracing, new ttrhtts: Coopera- 
tion and competition in global satellite develop- 
ment. (folumhia Studies in Business. Government, 
and Society series. New York: Columbia University 
Press, 1986. Pp. xviii, 329 $35.00. ISBN 0-231- 
06344-X. JEL 87-0546 

Eighteen papers, many drawn from a conference 
on international satellite programs at Columbia 
University. Papers examine issues related to the 
achievement of stable, peaceful, and equitable sat- 
ellite communications among developed and devel- 
oping countries and public, private, national, and 
regional carriers in the context iff international co- 
operation and competition. Two papers consider 
satellite activity challenges in the 1980s based on 
international space treaties and the common heri- 
tage principle and the competition between satel- 
lites and fiber optics. Four papers discuss the 
emergence of specialized and regional satellite sys- 
tems and the present challenges to INTELSAT. 
Six papers overview satellite developments in 
Western Europe, Canada and the United States. 
Four papers examine the issue of equitable access 
with special reference to the regulatory activity 
of the International Telecommunication Union of 
the U. N. The last two papers look at Soviet satellite 
communications. The contributors are muinly 
economists, communications specialists, and legul 
and international affairs experts. The editor is an 
attorney, writer, and educator living in New York 
City. Selected bibliography; index. 

El Mallakii, Racaei, ed. The Middle East. Pacific 
Basin, and the United States: Refining and petro- 
chemicals: Proceedings of the Sixth International 
Area Conference. Boulder, Colo.: International 
Research Center for Energy and Economic Devel- 
opment, 1986. Pp. xii, 180. $36.00, paper. ISBN 
0-918714-10-9. JEL 87-0547 

Eighteen papers presented at a conference in 
October 1965. Includes topics such as the changing 
petroleum products market; the world surplus of 
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refining capacity; Middle East economic coopera- 
tion; trade east of Suez; the international petro- 
chemical trade; the Venezuelan petrochemical in- 
dustry; restructuring in the industry; the Saudi 
Arabia case; the industry in the Arab countries, 
the industry in Egypt, China, and Japan; energy 
production and consumption in the Yemen; future 
energy trends; and the oil price future. Tlie con- 
tributors are economists, government and industry 
representatives, and energy specialists. El Mallakh 
is Director of the International Research (-enter 
lor Energy and Economic Development and Pro- 
fessor of Economics at the University of Colorado. 
No index. 

Faiu.iiaiikr, Ckralii; Noam, Km ani> Tasi.ky, Ro- 
bkhta. eds. Services in transition: The impact of 
information technology on the service sector. < Cam- 
bridge, Muss.: liar |>er and Row. Ballinger. 1986. 
Pp. xix, 218. $29.95 ISBN 0-8873<M)92-8. 

JFJ. S7-054H 

Eight essays, most with discussions, explore the 
role of information tecluiologs in improving service 
sector productivity. Papers represent the prowed- 
iugs of a conference on the Impuct of Information 
Technology on the Service Sector at the Wharton 
School. University of Pennsylvania, sponsored by 
the United States Census Bureau and the National 
Science Foundation. Topics include: trends ill the 
service sector and information technology, informa- 
tion technology and the health care industry in 
the United States, impact on the insurance indus- 
try structure, technology and Financial sen ices, the 
impact of iuibrmation technology on trade in ser- 
vices. the influence of iulormutioii technology on 
the U.S. economy: demographics and the retail 
res|Xinse. and the information feed luck process. 
The contributors are mainly economists, public 
policy specialists, and management experts. Faui- 
halser is Associate Professor in the Department of 
Public Policy and Management, the Wharton 
School. University of Pennsylvania. Noam is Asso- 
ciate Professor at the Graduate School of Business. 
Columbia University. Taslev is Executive Director 
of the Center for Telecommunications and Infor- 
mation Studies at Columbia University. Author 
and subject intlexes. 

Kransman, MAHTiis.ed. Machinery and econotnic de- 
velopment. New York: St Martin’s Press. 1985. 
Pp. xvii, 274. $35 00. ISBN U-.ll 2-50222-2 

JEL H7-0549 

Seven essays examine the role of the machinery 
sector in generating and diffusing technical change. 
Throws light on questions such as whether a nation 
must develop its own machinery sector or whether 
it can rely on imports and wliat are the problems 


that newly industrialized nations have faced in pro- 
moting this sector. The first contribution discusses 
the role of machinery in economic development, 
analyzing how resources should be allocated among 
capital, consumption, and export goods. The sec- 
ond essay describes how well developing countries 
have Eared in the attempt to spur indigenous capital 
goods sectors, using Brazil, India, and South Korea 
as case studies. The next paper discusses questions 
of design capabilities, with a detailed case study 
of firms in the general machinery industry in South 
Korea. Four case studies follow — a history of the 
machine tool industry (Japan), international com- 
petitiveness and diffusion and the role of the estate 
(Taiwan and Japan), the capital goods industry and 
the dynamics of development in LDCs (Brazil) 
and the role of the capital goods industry in crisis 
and recovery (Mexico). The contributors are: 
Fransman. Daniel Chudnovsky, Alice H. Amsden, 
I-insu Kim, Toshiaki Chokki, Fabio Stefano Erber, 
and Ajit Singh. Fransman is Lecturer in Economics 
at the University of Edinburgh Index. 

(!kmmki.i.. Norman. Structural change and economic 
development. The role of the service sector. Ness 
York- St Martin’s Press. 1986 Pp xii. 216 $32.50. 
ISBN 0-312-76669-6. JEL Sr-flS50 

Examines aspects of the proeess of structural 
change during development and the role of service 
activities in that process Examines patterns of 
structural change during development, market and 
nonmarket sectors models ' 
and an integrated I 
siiranee tax. a x d 
cash transfers to , 
ease studs- eviden- 
oped countries in 
ineludiiig a detail 
structural changes 
ment growth, and tin- i 
Ceminell is a Leclmcr in l.< - 
sits of Durham. Author and suhicet intlexes 

Jowktt. Pat i am» Rothxvki i . Mvroarkt 7 he eco- 
nomics of information technology. Ness York St 
Martin’s Press. 1986 Pp xiv. 108. $29.95. ISBN 
0-312-23434-1. JEL 57-0557 

Analyzes the development oi information tech- 
nology at both the micro- and macroeconomic lev- 
els, At the micro level, focuses attention on individ- 
ual firms, universities, and research laboratories 
in the United States. Britain. Japan, and Europe. 
At I lie macro level, investigates and compares na- 
tional efforts and the role of the respective govern- 
ments in stimulating them. Objective is to identify 
the principal economic determinant* of success for 
companies and countries in the field. After present- 
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tag a background briefly describing the develop- 
ment of the industry, separate chapters are de- 
voted to the experiences of Japan, the United 
States, Europe, and Britain. Notes that the Japa- 
nese have relied mainly on government stimulus 
for information technology development, in con- 
trast to greater reliance on the private sector in 
the other nations. Jowett is a Research Associate 
of Templeton College, Oxford University. Roth- 
well is a Lecturer in Economics at Oxford Polytech- 
nic. Bibliography; index. 

Mahmoudov, Alexei. The Soviet oil and natural gas 
industries (Problems of reserve estimation). Mono- 
graph Series on Soviet Union. Palls Church, Va.: 
Delphic Associates, 1986. Pp. vii, 95. Paper. 

JEL 87-0552 

Analysis of the Soviet oil and natural gas indus- 
tries since World War II. Presents a historical back- 
ground to the current energy problems. Reviews 
the geological nature of oil and gas deposits in West 
Siberia and the Caspian Sea region and certain 
problems in the oil and natural gas industries in 
these areas. Describes the organizational structure 
of Soviet geological and oil and gas extracting insti- 
tutions and certain special features of Soviet oil 
and gas reserve estimation. No index. 

Peixkcrini. Luca and Reddy, Srinivas K. Market- 
ing channels: Relationships and performance. Ad- 
vances in Retailing Series. Lexington, Mass., and 
Toronto: Heath. Lexington, 1986. Pp. xiii, 209. 
*28.00. ISBN 0-669-13158-X. JEL 87-0553 
Contains eleven of the papers presented at the 
Third Internationa] Conference on Distribution 
held at Anger*. Italy, in April 1985. sponsored 
by the Centro di Studi Sul Commercio (CESCOM) 
of the University of Bocconi (Milan) and the Insti- 
tute of Retail Management (IRM) of New York 
University. Essays address the issues involved in 
managing distribution relationships and marketing 
channels. Four papers deal with vertical agree- 
ments, comparing the efficiency of two-part tariff 
agreements , resale price maintenance and antitrust 
policy, economic effects of exclusive purchasing ar- 
rangements, and sale or return agreements versus 
outright sales. The second part, also four essays, 
deals with diverse aspects of the issues in coordi- 
nating ma rket in g channels of distribution, such as 
the effects of Inte ro r g an teational relationships, rela- 
tionship management of distributors, the distribu- 
tion choices made by the press industry and their 
co mp etitive effects, and the problem of counterfeit 
products. The last section, of three essays, deals 
with l o c a ti o n strategy and forecasting demand, dis- 
cussing shopping be ha vior and optimal store loca- 
tions, the impact of change on retail images, and 


increasing the efficiency of forecasting seasonal de- 
mand for individual products. Pellegrini is the 
Deputy Director of the Centre for Retail Studies, 
Bocconi University, Milan. Reddy is an Assistant 
Professor of Marketing at New York University. 
Index. 

Sai.tzman, Sidney and Sciiui.eh, Richard E., eds. 
The future of electrical energy: A regional perspec- 
tive of an industry in tratuition. New York and 
London: Greenwood Press, Praeger, 1986. Pp. 
xviii, 372. $47.95. ISBN 0-275-92158-1. 

JEL 87-0554 

Twenty-seven pu|>ers presented at a conference 
entitled “New York’s Electrical Future" held in 
November 1984 in New York City. Part 1 reviews 
the history of electricity in the city, the energy 
crisis, and the long-run security of the energy sup- 
ply. Part 2 estimates regional economic activity, 
electricity demand, and prices in the future. Pari 
3 evaluates alternative electricity supply plans and 
the role of evolving technologies. Part 4 considers 
environmental and health effects of electric power 
generation and use. Part 5 discusses public percep- 
tions of the electric utility industry. Part 6 deals 
with the financial environment surrounding elec- 
tric utilities in New York State. Part 7 assesses 
the institutional and regulatory constraints facing 
the electrical industry and the prospects for re- 
form. The contributors are energy specialists. 
Saltzman is Professor of City and Regional Planning 
and Schuler is Professor of Economics and of Civil 
and Environmental Engineering, both at Cornell 
University. Index. 

Sauvant, Karl P. International transactions in ser- 
vices: The politics of transborder dataflows. Atwa- 
ter Series on the World Information Economy, no. 
1. Boulder, Colo., and London: Westview Press, 
1986. Pp. xxiii, 372. $38.50, paper. ISBN 0-8133- 
0310-9. JEL 87-0555 

Documents the emergence of the data industries 
and especially data- service industries; analyzes the 
economic impact of transborder data flows; reviews 
the politics of related issues and the debate re- 
garding international transactions in services; and 
examines bilateral, regional, and international de- 
velopments affecting the establishment of an in- 
ternational public policy framework for services. 
Examines trade and foreign direct investment in 
services; the impact of data services on existing 
industries, international economic transactions, in- 
ternational division of labor, and foreign direct in- 
vestment; protection of privacy issues. U.S. policy, 
and competing values and approaches. Highlights 
aspects of the bilateral, regional, and international 
policy discussions, e.g. , United States-Israel Free 
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Trade Agreement, U.S. -Canada negotiations, and 
the OECD declaration on transborder data Hows, 
as well as work done by the Intergovernmental 
Bureau for Informatics and the Latin American 
iconomk' System. Concludes with a discussion of 
the national and international implications of an 
international regime for trade and foreign direct 
investment in data services. Sauvant is affiliated 
with the United Nations Centre on Transnational 
Corporations. No index. 

iiiai'eh, Bruce P. The economies of managing li- 
brary service. Drawings by Ncuvn Anoehson. 
Chicago and London: American Library Associa- 
tion. 1986. Pp. xii, 278. $49.00. ISBN 0-8389- 
3453-X. JEL 87-0.5.56 

Uses tools of microeconomics to assist library 
administrators in resolving problems associated 
with resource allocation. Cites many examples of 
trade-bff decisions where economic analysis is help- 
ful, particularly in connection with theories of con- 
sumer behavior and production decisions. Extends 
microeconomic analysis by using tools of o|ieratioiis 
research, cost-benefit analysis, statistics, mathe- 
matics. and quantitative decision models. Places 
the library in the context of traditional demand 
and supply analysis, using information as the prod- 
uct. Also reviews the economic rationale for puhlic 
fundiug of libraries as well as the use of fees to 
finance library services. Schauer is Mead Librarian 
of the Fairwood Ubrury in Kenton. Washington, 
deferences at end of each unit. Index. 

evens, Paul. ed. International gas: Prospects arul 
trends. New York: St. Martin's Press. 1986. Pp. 
144. $.35.00. ISBN 0-312-42211-3. 

JEL 87-0557 

Seven papers based on contributions to the third 
international economics conference held at the 
University of Surrey in April 1985. Theme of con- 
ference centered around two topics: the advisabil- 
ity and implications of the Sleipner decision (deci- 
sion of the British government to block the British 
(las Corporation s decision to buy Norwegian gas 
from the Sleipner field) and the future supply and 
emarid balance in the European context Focuses 
on problems relating to lack o! flexibility in gas 
markets, the fixed contracts in gas transactions, 
the consequences of government intervention, and 
the uncertainty of forecasting demand and supply 
wo papers present an overview of the interna- 
tional gas market, emphasizing those factors that 
interfere with market efficiency. Three contribu- 
ions examine the gas situation in specific coun- 
tries — Norway, the United Kingdom, and the 
J.S.S.R. One essay examines Western European 
gas markets, supporting deregulation as a policy 


leading to lower prices and an expansion in de- 
mand. The final paper describes the potential of 
the Arab world as a source of gas exports. The 
contributors are economists, energy industry exec- 
utives, and energy specialists. Stevens is Lecturer 
in Economies at the University of Surrey. No in- 
dex. 

Unitf.p Nations Centre on Transnational Corpo- 
rations. Transnational corporations in the inter- 
national semiconductor industry. U.N. Publica- 
tions sales no. E. 86.11. A. 1. New York: United 
Nations, 1986. Pp. xxvii. 471. $41.00, paper. ISBN 
92-1-104174-0. JEL 87-0558 

Analyzes transnational corporations (TNCs) in 
the context of the structure, production, and mar- 
ket cluuacteristics oi the international semiconduc- 
tor industry. Purpose is to increase understanding 
of the participation and strategies of TXCs in the 
industry and enhance the ability of host countries 
to establish appropriate policies and improve their 
negotiating capability. Presents information alxiut 
definitions and applications of the industry, its 
products, and technology, world market and pro- 
duction, international trade in semiconductors, 
production characteristics, role of U.S.. Japanese, 
and Western European TNCs m world production, 
industry restructuring and evolving TNC strate- 
gies. TNC participation in developing countries or 

areas, selected developing < ■' " ■ "-.ri., , 

pation ill the intern., i 
and prospects loi 
of TNCs in develni 
conclusion is that 
trial strategies ot 
development of .c 
doctor industry vv, 
priority on econo,., 

French, Russian, and Sp.,... 

United Nations Statistic si. Commission and Ei o- 
nomii Commission for Ei ritf ( 'orrrtjiondrnce 
table Iretwern the international standard industrial 
classification of all economic activities of the l mtrd 
Nations i ISIC i and the classification of branches 
of the national economy of the Council for Mutual 
Economic Assistance : CBXE 1 Conference of Euro- 
pean Statisticians. Statistical Standards and Studies 
series, no. 38. New York: United Nations. 1986. 
Pp vi, 73. $9 50. paper. ISBN 92- 1-016182-3 

JEL 87-0559 

A correspondence table l»etween the interna- 
tional Standard Industrial Classification (ISIC) of 
the UN and the classification of branches of the 
iiatKino! economy (CBNE) employed by CMEA 
countries. Hart 1 details the key for cooverwon of 
data classified according to ISIC into CBN E group- 
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fagt Part 2 presents a key for the conversion of 
data classified according to CBNE into ISiC cate- 
gories. In English and Ktissian. No index. 

U. S. Department of Commence. A competitive as- 
sessment of the U.S. civil aircraft industry. Inter- 
national Competitive Assessment Series. Boulder 
and London: Westview Press, 1986. Pp. 172. 
$25.00, paper. ISBN 0-8133-7254-2. 

JEL 87-05t>0 

Examines the prospects for continued interna- 
tional competitiveness of the U.S. civil aircraft in- 
dustry. Identifies key factors that will determine 
the shape of future competition. Develops alterna- 
tive scenarios for the future, as well as a framework 
for monitoring and measuring these developments. 
Points out that the industry no longer enjoys a 
Urge domestic market, but must compete in Ixith 
domestic and international arenas. Describes the 
industry, noting key features such as a high degree 
of concentration, dose linkages between supplier 
and customer, a low volume/high value project 
line, and reliance on military as well as civilian 
markets, and a significant reliance on export mar- 
kets. Discusses the evolution of the civil aviation 
industry and its relationships with the federal gov- 
ernment; technological evolution and performance 
beginning with World War I; recent industry per- 
formance; past and current competitiveness, em- 
phasizing large transports; trends and factors 
influencing the future; future international com- 
petitiveness; and the future of general aviation 
aircraft and helicopters. Bibliography; no index. 

Wasow, Bernard and Hiix, Raymond D., eds. The 
insurance industry in economic development. New 
York and London: New York University Press, 
1986. Pp. xx vi, 268. $45.00. ISBN 0-8147-9211-1. 

JEL 87-0561 

Fourteen essays representing results of a series 
of conferences on the insurance industry held by 
die CalUtin Division of New York University. 
Three essays place the study of insurance in the 
perspective of recent Internationa] developments, 
examining die service sector in developing coun- 
tries, the role of reinsurers in developing coun- 
tries, and insurance industry technology and its 
transfer. Two essays hn Part 2 examine the influ- 
ence of insurance and reinsurance on the balance 
of payments. The impact of insurance on invest- 
ment is treated in two essays in Part 3, emphasizing 
the rote of financial institutions and markets on 
capita] fo r mat ion and development and insurance 
and intermediation. Part 4 reviews the impact of 
regu lat ion on insurance growth. The papers in Part 
5 p r es e nt the results of case studies: French insur- 


ance nationalization. Brazilian market consolida- 
tion in die 1970s, Indian nationalization, the Ko- 
rean exjierience, and |>ostwar development in ja- 
pan. The contributors are economists, financial and 
insurance specialists, business executives, and gov- 
ernment agency officials. Wasow is an Associate 
Professor of Economics at New York University. 
Hill is Seuktr Vice President at Shearson Lehman 
American Express Corporation. Index. 

Sec also. Book Numbers JEL 87-0384. 87-0461. 
87-0520. 87-0530. 87-0532. 87-0536. 
87-41539. 87-0544. 87-0556. 87-0579, 
87-0596. 87-0603. 87-0610 

700 Agriculture; Natural Resources 

710 AcRICt'l.TCRK 

Bei.den. Joseph N.. Err ai_ Oirt rich, dirt floor: 
America's food anti farm crisis. Alternative Policies 
for America series. New York and Ixtndon: Hout- 
ledge and Kegan Paul in association with Methuen 
for the Institute for Policy Studies/World Hunger 
Year. 1986 Pp. xii. 188. $27.50. cloth; $12.95. 
paper. ISBN 0-7102-0666-6, phk. 

JEL 87-0562 

Carvers production, distribution, and consump- 
tion of food, analyzing Iroth international and do- 
mestic problems. Addresses key questions such us; 
why are there hunger and disease in the midst of 
plenty and affluence and why docs the Amerieun 
food system not Irenelit producers, food industry' 
workers, and consumers? Finds that most of the 
important problems are related to the control of 
agricultural production, the control of food market- 
ing; natural resources and the environment, nota- 
bly reliance on fossil fuel based energy: issues re- 
lated to Tood consumption: and factors related to 
international trade and development assistance. 
Presents an array of goals for the U.S. loud system, 
including: an abundant supply at reasonable prices; 
the production of healthy and nutritious foods, ade- 
quate food assistance for those in need; economic 
and social equity for the producers: income stabil- 
ity and profit for the formers; encouragement of 
the family form; minimal damage to the environ- 
ment; and a contribution to the elimination of 
world hunger. Coauthors are: Vincent P. Willier, 
Enid Kassner, Rus Sykes, Ed Cooney, Lynn Par- 
ker, Alan Sanders, Cynthia Schneider, and Marsha 
Simon. Bekien is a research specialist for the Hous- 
ing Assistance Council, Washington. D.C. Bibliog- 
raphy; index. 

Browne, Wilijam P. and Hadwioeh, Don F., eds. 
World food policies toward agricultural inlerde- 
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pendence. Boulder, Colo. : Rienner, 1986. Pp. x, 
220. $26.50. ISBN 0-931477-79-4. 

JEL 87-0563 

Fourteen pupers examine the c-lialltmges of food 
policy decision making in developed and develop- 
ing agricultural nations, as well as relationships of 
public policy and glottal interdependency. Follow- 
ing an overview on the issues of world food and 
trade, papers deal with: U.S. agriculture in a global 
food system; public policies in developed and de- 
veloping agricultural nations; and issues related to 
dependence, development, and interdependence 
(role of world food organizations, the social, devel- 
opmental, and political impacts of food aid, and 
world food linkages and U.S. leadership). Con- 
tributors are mainly political scientists and agri- 
culture and trade sprt-ialists. Browne is Professor 
of Political Science-, Central Michigan University, 
iladwiger is Professor of Political Science, Iowa 
State Univcrsitv. Index. 

Kantkh. Wii.i.iam k. , eel. Irrigation inerstment, tech- 
nology. anti management strategics for deteloj)- 
tnent. Studies in Water Policy and Management, 
no. 9. Boulder, Colo., and laindon: Westview 
Press. 1986. Pp. xxvii, 270. $27.50. ISBN 0-8133- 
7177-5. JEL 87-4)56 4 

Fourteen |>apers discuss key issues relevant to 
strategies for irrigation investment and manage- 
ment. Three |Nipcrs outline a conceptual model 
of irrigation management and review problems and 
priorities for irrigation planning, investment, and 
implementation. Three- papers deal with India, 
covering problems of Indian irrigation and strate- 
gies and choice criteria lor tank irrigation to im- 
prove agricultural productivity. Four |M|x-rs are 
devoted to irrigation development in Thailand and 
discuss the role of irrigation Ibr improvement in 
rice production, the economic river pump and 
small tank irrigation systems, and the ini|>act of a 
pilot irrigation project funded by the Asian Devel- 
opment Bank. 1'wo pa|x-rs deal with the irrigation 
projects in Pakistan anil F.gypt. Two papers argue 
for a reorientation of irrigation investment policies 
anil present policy and research recommendations. 
The contributors are mainly agricultural econo- 
mists. Faster is a Professor of Agricultural and Ap- 
plied Economics. University oi Minnesota. St. 
Paul. Author and subject indexes. 

Gomez, Ahtvro A. Philippines and the CCIAR Cen- 
ters: A study of their mllaboratum In agricidtural 
research. Consultative Group on International Ag- 
ricultural Research (GGIAH) Study Paper, no. 15. 
Washington. D C.; World Bank, 1986 Pp \ii. 70 
$5.00, paper. ISBN 6-82 13-0824-6. 

JEL 87 -0565 


Analysis of the effectiveness of collaboration be- 
tween the International Agricultural Research 
Centers (IARCs) and the Philippine National Agri- 
cultural Research System (NARS). Provides back- 
ground material on the Philippines and its agricul- 
tural sector and outlines the structure of NARS. 
Evaluates the impact of IARCs on the NARS with 
respect to improvements in the research capacity 
of the latter. Assesses the research impact on agri- 
cultural production and the effectiveness uf the 
IARCs model. Corner, is Professor of agronomy at 
the University of the Philippines. Los Banos. No 
index. 

ISARANOKOHA. Ri'NORt'ANr.. Thailand and the CCIAR 
centers: A study of their collaboration in agricul- 
tural research. Consultative Croup on Interna- 
tional Agricultural Research (CCIAR) Study Paper, 
no. 16. Washington. D.C.. World Bank. 1986 Pp 
x, 94. $5.00. paper ISBN 0-82 13-0825-4. 

JEL 87-4X566 

Analysis of the effectiveness of collaboration be- 
tween the international Agricultural Research 
Centers (IARCs) and the national agricultural re- 
search system ol Thailand. Describes the agricul- 
tural sector of Thailand and the evolution of the 
national agricultural research system. Presents the 
perceptions 111 tlu- national research sv stem of 
the IARCs and the views of professionals in the 
commodity programs regaulmg collaboration with 
the IARCs. The author is Director ol the Agricul- 
tural Planning Sciti-i ’’ 
and Social Devi -I. ■ 

■tides. 

Iz>vvfsrfr«.-DfB<>i 
mots of the farm 
Greenwood l*rcs- 
$42.95. ISBN tC27.» 

Analvzes capital gam . 
management in tile United States during the 
World War II period Provides a senes of approxi- 
mations to the farm firm division environment 
Develops a static model that assumes constant in- 
put levels, extends the model to allow for changing 
input levels and financial restnicturing dunng the 
planning period and for limited availability of land, 
adjustment costs, and equity investment limits, 
ami incorporates the impact of land price risk. Tests 
the model using data from an illustrative Iowa farm 
firm ibr the period 1970-84. Some general conclu- 
sions are that farm Iwnkmptcies and other financial 
problems of the 1980s are signs uf the inadequacy 
of past lender policy, poor farm-level decisions, 
and counterproductive government price support 
and credit programs. Lowenberg- DeBoer is Assis- 
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taut Professor of Agricultural Economics, Purdue 
University, index. 

Paz Silva, Luis J. Peru and the CGIAR centers: A 
study of their collaboration in agricultural re- 
search. Consultative Croup on International Agri- 
cultural Research (CCIAR) Study Paper, no. 12. 
Washington. D C: World Bank, 1986. Pp. xii, 136. 
$8.00. paper. ISBN 0-8213-0788-6. 

JEL 87-0568 

Analysis of the effectiveness of collaboration be- 
tween the International Agricultural Research 
Centers (IARCs) and the national agricultural re- 
search system in Peru. Provides highlights of the 
Peruvian (arm sector and of the national agricul- 
tural research system. Assesses the impact of 
IARCs on the agricultural research system. Evalu- 
ates the impact of research on production of rice, 
maize, potatoes, beans, and wheat. The author is 
President of the National Development Founda- 
tion of Peru and Head of the Department of Eco- 
nomics of the National Agrarian University, La Mo- 
lina. No index. 

Posada Torres. Rafael. Ecuador and the CGIAR 
Centers: A study of their collaboration in <igri- 
cultural research. Consultative Croup on Inter- 
national Agricultural Research (CGIAR) Study Pa- 
per, no. 11. Washington. D C : World Bank, 1986. 
Pp. x. 75. $5.00, paper. ISBN 0-8213-0787-8. 

JEL 87-0569 

Analysis of the effectiveness of collaboration l>e- 
tween the International Agricultural Research 
Centers (IARCs) and the national agricultural re- 
search system in Ecuador. Provides information 
regarding the macroeconomic aspects of Ecuador's 
agricultural sector and the supply and demand lor 
I ARC products. Describes the historical develop- 
ment, structure, and achievements of the national 
research system of Ecuador. Discusses the interac- 
tion between the IARCs and the national research 
system as well as the contribution of other bilateral 
and multilateral agencies. Outlines the impact of 
rese ar ch on production. Torres is Head of the Eco- 
nomic Division of FEDVARROZ, a national orga- 
nization of rice producers in Ecuador. No index. 

Revel, Alain and Riboud, Christophe. American 
green power. Translated by Edward W. Tannem. 
Baltimore and London: Johns Hopkins University 
Press. [1961] 1966. Pp. xiii, 225. $30.00, cloth; 
$12.95, paper ISBN 0-8018-2434-6. 

JEL 87-0570 

Translation book origin ally published in 
French as Les Eteis-Uuis ei la strategic alimentaire 
tmmdiele (1981>( Analyzes the p e rf orm an ce and 


techniques of American agriculture to highlight the 
dominant role of U.S. agricultural policy and strat- 
egy for the world economy. Part 1 covers the state 
of tlic world food and agricultural balance. Part 2 
analyzes the objectives, content, and instruments 
of American agricultural policy and strategy. The 
authors argue that there are distinct similarities 
la* tween the jaiwer of the United States over the 
world food supply and that of OPEC over energy. 
Revel is Executive Vice-President of GF.RSAR, 
Inc., Paris. Rilanid is u Professoral the Agro-Food 
Institute. Paris. Index. 

Riliiahds, Ai-an, ed. Food, slates, and peasants: 
Analyses of the agrarian question in the Middle 
East. Boulder, Colo., and London: Westview 
Press. 1986. Pp. xvii. 282. $27.00. paper. ISBN 
0-8133-7117-1. JEL 87-0571 

Ten papers presented at an international work- 
shop in Rome in September 1984. Papers discuss 
agricultural development, its social and distribu- 
tional effects, and the impact of economic policies. 
Part 1 is an historical review of the role of states, 
landlords, and peasants in Turkey and Egypt. Part 

2 deals with the political economy of supply and 
investigates the effects of taxes and subsidies Part 

3 discusses the political conHict associated with 
food subsidies. Part 4 covers the transformation 
of the rural agricultural lalair force. The contribu- 
tors are A. Tosuii Aricanli. Richard H. Adums Jr.. 
Harold Alderman. Halnk Kasnakoglu, Roger 
Owen, Samir Radwan, David Seddon. Kiitlu So- 
mel, Suday Uner. and the editor. Richards is Asso- 
ciate Professor of Economics at the University of 
California. Santa Cruz. No index. 

Sanchez, Pedro A. ani> Scobie. Chant M. Culta 
and the CGIAR Centers: A study of their collaltura- 
tion in agricultural research. Consultative Croup 
on International Agricultural Research (CCIAR) 
Study Paper, no. 14. Washington. D.C.: World 
Bank. 1986. Pp. xiv, 120. $8.00. paper. ISBN 
0-82 1 3-0823-8. JEL 87-0572 

Analysis of the effectiveness of collalxrration be- 
tween the International Agricultural Research 
Centers (IARCs) and the national agricultural re- 
search system of Cuba. Provides information re- 
garding the structure of the Cuban economy and 
agricultural sector, and the nature of food produc- 
tion, consumption, and distribution. Descrilres the 
framework of the national agricultural research sys- 
tem and the nature of collaboration in research 
on rice, beans, cassava and tropical starchy crops, 
tropical pastures, potatoes, maize, and sorghum. 
Assesses research impact on agricultural produc- 
tion. Sanchez is Professor of Soil Science at North 
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Carolina State University. Scobie is Senior Agricul- 
tural Economist at Ruakuru Agricultural Research 
Center in Hamilton, New Zealand. No index. 

Scott, Ghkoohy J. Markets, myths, and middlemen: 
A study of potato marketing in central Peru. Lima: 
International Potato Center (C1P), 1985. Pp. xii, 
184. $9.00. JEL 87-0573 

Argues that popular ideas about potato market- 
ing in Peru are erroneous, for example, disorga- 
nized rural assembling, high freight rates and high 
marketing costs, exorbitant wholesaler margins, 
too many middlemen, and the replacement of pota- 
toes with rice. Begins with a review of approaches 
to food marketing and a historical examination of 
potato production, distribution, and consumption, 
with special attention to costs, prices, and margins. 
Presents a historical review of potato production, 
consumption, and marketing, indicating how mar- 
keting patterns generate structural changes in the 
potato sector. Also presents further details about 
assembling and transportation, integrating the dis- 
cussion with unalvses of costs, margins, and profits. 
Datu are from particular regions, such as the Man- 
jaro Valley, Canete. and Lima. Scott is in the Social 
Science Department of the International Potato 
Center, Lima, Pent. Bibliography; no index. 

Timmkh, C. Pktkh. lirtting prices right: The scojie 
and limits of agricultural price polia/ Ithaca and 
London; Cornell University Press. 1986 Pp. 160. 
$25.00. cloth, $7.95, pa|X-r. ISBN 0-8014-9441- 
9. pbk. JEL 87-0574 

Essuy/primer fur analysts and practitioners on 
how to think systematically alxint the impact and 
desirability of u change in agricultural price police 
and what the scope and limits of agricultural price 
policy are. Uses a static and partial-equilibrium 
framework with a lairder price paradigm as the 
starting point for a welfare analysis of price ikiIk'y 
interventions, tamsiders; Implementation issues 
and impact on the domestic marketing sector and 
relative roles of public and private marketing agen- 
cies as a function of price policy, nature of the 
world market price, disaggregated effects of price 
policy on producers and consumers; short-run 
macro effects on budgetary, fiscal, and monetary 
policy; impact of macro prices, cs|>ecially the for 
eign-exchange rate; spillover effects of price poliov 
for one commodity market on other commodity 
and factor markets, on the agricultural sector, and 
on the entire economy; and dynamic effects 
through micro decision making and the macroecon- 
omy on employment, the composition and size of 
investment, and structure and rate of economic 
growth. The concluding chapter discusses markets. 


politics, and the dynamics of price changes. Tim- 
mer is John D. Black Professor of Agriculture and 
Business, Graduate School of Business Administra- 
tion, Harvard University. Index. 

Tmiibaka. Tsiiikaijs B. The effects of trade and ex- 
change rate policies on agriculture in Zaire. Re- 
search Report series, no. 56. Washington. D.C.. 
International Food Policy Research Institute, 1986. 
Pp. 65. Paper. ISBN 0-89629-057-3. 

JEL 87-057.5 

One of a series of studies undertaken by the In- 
ternational Food Policy Research Institute (IFPRI) 
on trade and exchange rate regimes and how 
they affect agricultural incentives in devektping 
cxnintries. Examines the extent to which over 
valued exchange rates have discriminated against 
agricultural exports and agrieulture in general. Ar- 
gues that tiecausc the mineral sector is regarded 
as the engine of the Zairian economy, other sectors, 
particularly agriculture, have suffered discrimina- 
tion. Covers policies directed \|x*cificaily toward 
agriculture and also those .limed at other sectors. 
Notes that Zaire has undergone three phases since 
1960: 1960-65 with political crisis and economic 
disorder. 1966-70 marked hy international aid and 
less restrictive exchange-rate policies, and 1971- 
82 characterized l>y restrictive trade and exchange- 
rate policies and the trade-off lie tween (ood and 
export crops Concludes that the domestic prices 
of food commodities were kept well lx ‘loss the 

world price as an inceiitise • 1 .*■»■, ii.m 

industrialization and ■* ' 

tural and mmagin • 
panel the pnxh" 
through goseriuiK 
industry with die •; 
as a research tell, 
dices, hibhngr.iplr 

Sec also. Bonk NiiiiiIk is Jl I. 

S7 -044). 87-44452 s 7 04 Mi. s; nw, 

.57 -Otd7. 57-44623 
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Gi'hiff. T Ksmisii The economu feasilnhty of re- 
cycling: A case study of plastic wastes New York 
and IxindcHi tinenwwxl Press. Praeger. 1986. Pp. 
xis. 203. $39 95. ISBN 0-275-92376-2 

JEL >57-0576 

Addresses the problems associated with plastics 
recycling Innn an economK 1 perspective and re- 
views numerous economic and institutional factors 
that may determine whether future plastic wastes 
will lx- dis|xrsed of or recycled. Indicates that while 
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there is (Hwg f w m ent about the extent to which 
plastics cause waste disposal environmental prob- 
lems, there is agreement that disposal is becoming 
increasingly expensive and a public policy concern . 
Examines both the incentives and barriers to recy- 
cling. Discusses recycling processes, various dis- 
posal methods and how they affect the environ- 
ment, the role of the private and public sectors 
in making disposal decisions, international com- 
parisons, historical and projected U S. resin pro- 
duction. the cost of recycling versus disposal and dif- 
ferent recycling approaches, and incentives and 
barriers to recycling in selected market sectors — 
electrical and electronics, beverage liottles, and 
automobile shredding. Concludes with a series of 
questions and recommendations dealing with envi- 
ronmental implications, what the private sector can 
be expected to do, whether there is a need for 
public sector planning, and whether recycling is 
a feasible alternative to disposal. Curlee is with 
the Oak Ridge National Laboratory. Bibliography; 
index. 

Dixon, John A. and Hi'fsciimidt, Mavnahd M.. 
eds. Economic valuation techniques for the envi- 
ronment; A case study workbook. Baltimore and 
London: Johns Hopkins University Press, 1986. 
Pp. xx, 203. ISBN 0-8018-3352-3. 

JEL 87-0577 

Ten papers outline a broad approach to the valua- 
tion of the environmental and natural systems ef- 
forts of development projects. Three papers dis- 
cuss the real-world role of economic analysis for 
project evaluation, present a hypothetical case 
study of the financial and economic analyses of a 
project, and outlines the principles of cost-benefit 
analysis and of its extension to valuation of environ- 
mental quality. Seven papers illustrate the organi- 
zation and use of these techniques in case studies 
of upland agricultural projects in South Korea; a 
geothermal power plant project in the Philippines; 
the coastal development of Tokyo Bay; a public 
park in Bangkok, Thailand, a water resources proj- 
ect in Thailand; fuelwood production and use in 
the Philippines; and water pollution control options 
in China. The contributors are mainly environmen- 
tal specialists. Index. 

Hamkon, FknOsleh. Forming economic policy: The 
cate of energy in Canada and Mexico. Studies in 
Internationa] Political Economy series. New York: 
St. Martin's Press, 1966. Pp. x. 161. 927.50. ISBN 
0-312-29944-1 JEL 87-0578 

Examines ham governments achieve reform, in 
particular, ho^ national crises change political val- 
ues and be hav io r . Argues that in times of national 
crises government strategies, policies, decisions, 


and actions arc motivated by macro political consid- 
erations us opposed to micropolitical considerations 
in the absence of a crisis. Illustrates the argument 
with reference to the pattern of Canadian and Mex- 
ican energy policies during the 1970s and early 
1980s. Discusses the theoretical framework in the 
context of the Canadian and Mexican political sys- 
tems. Examines the energy policies of the two 
countries prior, during, and after their domestic 
energy crises. Concludes that possibilities for re- 
form depend on a shared sense of crisis among 
political elites. Hampson is a Research Fellow, 
Center for Science and International Affairs, John 
F. Kennedy School of Government. Harvard Uni- 
versity. Bibliography; index. 

Mabho, Romckt, et ai.. The market for North Sea 
crude oil. Oxford; New York; Toronto and Mel- 
bourne: Oxford University Press for the Oxford 
Institute for Energy Studies, 1986. Pp. xxxii, 341. 
$54.00. ISBN 0-19-730001-4. JEL 87-0570 
Investigates the significance of the North Sea 
and the murket for North Sea crudes in the world 
petroleum market. Examines the physical charac- 
teristics of North Sea crudes and blends and rele- 
vant statistical features of tl»e fields that produce 
them. Describes the pattern of international trade 
in North Sea crude oil. the structure of the market, 
and costs and time patterns of production. Dis- 
cusses the licensing und production policies <>r the 
United Kingdom and Norway; the place and role 
of their major oil corporations, and the fiscal regime 
applied to oil in the two countries. Analyzes the 
behavior of spot prices, their trends and variability, 
the Irehavior of price differentials, and the relation- 
ships between North Sea crude prices and those 
of other world crudes. Concludes that growth of 
North Sea oil production will not continue at its 
recent rate and an increase in the volume of for- 
ward trading can only take place by diversification 
into crudes other than Brent. Coauthors are Robert 
Bacon. Margaret Chadwick. Mark Ilalliwcll, and 
David Iamg. Mabro is Director, Oxford Institute 
for Energy Studies. Glossary, no index. 

Pontkcokvo, Giulio, ed. The new order of the 
oceans: The advent of a managed envinmmmt. 
New York and Cildford, Surrey; Columbia Univer- 
sity Press, 1986. Pp. xv. 277. $30.00. ISBN 0-231- 
05870-5. JEL 87-0580 

Ten contributors discuss the new order or system 
for governing the oceans, addressing questions 
such as how and why the new order has evolved 
from the concept of freedom of the seas, which 
has existed (or four centuries. Volume was devel- 
oped from a Columbia University seminar. "On 
the Uses of the Oceans." Papers in Part 1 discuss 
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the new regime of the ocean*, overvie wing the 
role of oceana in hiatorical economic development, 
tracing the transition from the open ocean system 
to today's struggle to increasing relative scarcity, 
which requires management at both the national 
and international levels, and discussing problems 
imbedded in the 1982 United Nations negotiations 
over the Law of the Sea Treaty. Part 2 examines 
ocean resources and the impact of new technology 
in recovering them. The third part presents voices 
of the "new regime" — Africa, Latin America, and 
Southeast Asia. The last part discusses the role of 
the United States in the Law of the Sea Negotia- 
tions and examines issues unresolved or omitted 
from the I-uw of the Sea Convention agenda. Con- 
tributors are mainly lawyers, economists, national 
representatives, and specialists in marine science 
and technology management. Pontecorvo is Profes- 
sor of Kconomics at the Graduate School of Busi- 
ness. Columbia University. Index. 

Unitki> Nations Kc iinomic Commission k>h Kuhopk 
AND Fool) AND ACHICUl.Tt’HK On*. ANIMATION. TIlC 
forest resources of the ECE region (Eurofw, the 
VS SR. North America). Geneva Author, 1985. Pp. 
v. 223. $21.00. paper. ISBN 92-1-116344-7. 

JEL 87-058/ 

Au assessment of the forest resource «1 the K< ,'K 
region. Part 1 presents general forest resource in- 
ventory data. Part 2 deals with the volume and 
mass of tree and other woody biomass. Part 3 out- 
lines the role of the forest in supplying environ- 
mental and other nonwood goods and sers ices Ap- 
pendices press-lit details of the study and statistical 
data. No index. 

V’knn, Fiona. Oil iliplonuny in the tuentieth century. 
Making of the 20th Century series. New York: St. 
Martin's Press. 1986. Pp. xii, 228. $29 95. ISBN 
0-312-58307-9. JEL H7-OSH2 

Analysis of the historical role of oil in interna- 
tional relations. K.xamines the im|iact of oil on in- 
tergovernmental relations as well as its role as a 
multinational enterprise affected hv the |*olicies 
of countries in which it operates. Discusses the 
nature of oil diplomacy during the |ierind 1900- 
1914. the impact of First World War on the politi- 
cal context of petroleum ownership and trade, and 
the Anglo-American oil war and the growth of oil 
nationalism in the interwar years. Outlines the roll- 
of petroleum during World War II and oil diplo- 
macy and national security lietween 1945 ami I960. 
Reviews the reorientation of oil diplomacy with 
the fbrmatkm of OPKC and the changes in the 
politics of trade in |>etroleuin since 1973. Venn is 
Lecturer in History at the University of Essex. 
Select bibliography; index. 


See also: Book Numbers JEL S7-03H1. 87-0388. 
H7-0443. 87-0482, 87-0486, 87-0593, 
87-06/7. 87-0623 

800 Manpower; Labor; Population 

810 Manpower Training and AmjOCation; Labor 
Force ano Supply 

See also: Book Numbers JEL 87-0594, 87-0603 

820 Labor Markets; Publk: Policy 

Akehlok, Ckoni.e A. and Yellkn, Janet L.. eds. 
Efficiency wage models of the labor market. Cam- 
bridge. New Y'ork and Melbourne. Cambridge 
University Press. 1986. Pp. ix. 178. $29.95, cloth, 
$9.95, paper. ISBN 0-521-32156-5 

JEL 87-0583 

Ten |M|>erx. all previously published, examine 
efficiency wage models. The articles focus on three 
general areas. (1) rationales for efficiency-wage- 
generated unemployment. 1 2 ) the implications of 
certain model assumptions for contract forms and 
internal labor maikets. and (31 tin- use of the mod- 
els in development economics. Some specific top- 
ics are: the theory oi unemployment in densely 
populated I lack ward areas, equilibrium unemplov- 
inent as a worker discipline device, lulxir contracts 
as partial gilt exdlauge. a model of the natural rate 
of unemployment, job queues and layoff. m labor 
markets with flexible wages, hierarchy, alulits. and 
income distribution and o-< 
and labor contrast- 
mists. The editot- 
(.adiioi ma. Berkeli 

Bkhm>wtt7, Movwm 
ability and the la! 

Itohnex. and pro 

Uimersity. New Vnk 

and ladxir Kelatious ILK I'd -- 1 

$34 (10. ISBN 0-87546-125-5 JEL 'iT-OSNf 

Ten |ta|x-rs presenti-d at a meeting on the eco- 
nomics ol disability m Washington m April 19S5. 
Specific essays deal with sixial security dtsahihty 
]X>lic> hi the 19S0s. lalxir supply imentives and 
disincentives fur (lie disabled, lessons learned 
from, the worker compensation program, worker 
compensation and employment, transitional and 
supported employment, job displacement, accom- 
modating disabled persons in private industry, and 
the Rehabilitation Act and discrimination against 
the handicapped. The final paper compares disabil- 
ity policy in the United States with those of Sweden 
and the Netherlands. Concludes that disability pol- 
icy in the United States has not been developed 
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in a unified or coherent manner and that funds 
should be invested in disability prevention. Ber- 
Icowitz is Professor of Economics and Hill is an 
Assistant Professor of Economics, both at Rutgers 
University. Index. 

B|OnKMAN, James Warneh, ed. The changing, divi- 
sion of labor in South Asia: Women and men in 
India * society, economy, and politics. Riverdale. 
Md.: Riverdale, 1986. Pp. xiv, 152. $19.00. ISBN 
0-813215-05-8. JEL 87-0585 

Ten papers that are revised versions of presenta- 
tions made at a symposium held at the University 
of Wisconsin in November 1984. Papers examine 
South Asia's changing division of labor and. in par- 
ticular, its relation to roles of women in society, 
the economy, and politics Six papers address the 
impact of technology on the changing division of 
labor in South Asia in terms of political and eco- 
nomic participation and government policies. 
Some topics are: changing gender roles in rural 
areas: work, gender, and technology in the infor- 
mal sector in India; die impact of new technologies 
In agriculture: and industrial technologies and poli- 
cies in India. Four papers consider the perceived 
value of women's work, patterns of ethnic identifi- 
cation, and political participation. The contributors 
are mainly economists and social scientists special- 
izing in economic development and agriculture. 
The author is a political scientist specializing in 
the comparative politics of health, public policy, 
and administration. Index. 

Ciieuus, James, ed. Current issues in workers' com- 
pensation: Papers presented at a conference spon- 
sored by: The Institute of Management and Labor 
Relations and the Bureau of Economic Research. 
Rutgers. The State University of New Jersey ; The 
New York State School of Industrial and Ijabvr 
Relations, Cornell University, and The Economics 
Department, the University of Connecticut. Kala- 
mazoo, Mich.: W. E. Upjohn Institute for Employ- 
ment Research. 1986. Pp. vi, 372. Paper. ISBN 
0-88099-096-8. JEL 87-0586 

Fourteen papers discuss the status of, and trends 
in, worker's co mp e n sation. Topics include: the 
Minnesota experience, the 1962 changes in Califor- 
nia: workers’ compensation reform in Michigan, 
the politics of workers' compensation reform; in- 
terstate variations in employers’ costs; the deter- 
mination and regulation of workers' compensation 
insurance rates; the administration of workers' 
co m pen sa tion; federal occupational disease legisla- 
tion; and the impact of accident c om pensation on 
msnagnrial p er ceptions and behavior in New Zea- 
land. The contributors are mainly economists, law- 
yen, industrial relations specialists, government 


officials, and management specialists. Chelius is 
associated with the Institute of Management and 
Labor Relations, Rutgers University. No index. 

Cokson, Walteh; Hehsiiey, Alan and Kkhaciisky, 
Stuakt. Nonmonetary eligibility in state unemploy- 
ment insurance programs: Imw and practice. Kala- 
mazoo, Mich.: W. K. Upjohn Institute for Employ- 
ment Research, 1986. Pp. xvii, 138. $19.95, cloth. 
$14.95. paper. ISBN (1-88099-038-4. pbk. 

JEL 87-0587 

An investigation of the effect of state laws, regula- 
tions, and procedures on nonmonetary eligibility 
for unemployment insurance. Based on regression 
analysis of quarterly state data for the period 1964- 
81, the study assesses the relationship Itetween 
each major category of nonmonetary eligibility and 
a set of variables reflecting the guidelines of state 
laws. The rate of denial of lienefits tin the liasis 
of nonmonetary rules is used as a measure of the 
state's effectiveness at enforcing rules. Outlines 
means whereby state agencies can minimize viola- 
tion of nonmonetary eligibility rules and detect 
and deu) with any violations that occur, (forson 
and Keruchsky are liolh Senior Economists and 
Hershey is a Senior Policy Analyst at Mathematics! 
Policy Research. Inc. No index. 

Danson, Mile, ed. Redundancy and recession: Re- 
structuring the regions!' Norwich. England: Geo 
Abstracts. Geo Books. 1986. Pp. xii, 174. £ 25.(X>. 
ISBN 0-86094-201-5. JEL 87-0568 

Eleven papers, most originating at a meeting 
of the U K. Economic and Social Research Coun- 
cil’* Urban and Begional Economics Seminar 
Group ut the University of Heading in July 1983. 
Papers consider aspects of the recession and eco- 
nomic crisis from 1980 to 1984. Topics include: 
the urban-rural shift and employment change in 
Britain, 1971-81; employment impact of the Mer- 
scryside motor vehicle assembly industry; lalior ad- 
justment and the limits to voluntary choice; unem- 
ployment in the relatively prosperous region of 
Hertfordshire, Austrian and Ganadian experiences 
with regional restructuring; trade unions, consulta- 
tion, and redundancies; and the longer term impact 
of policies of regeneration at the local level. The 
contributors are mainly economists and urlian and 
regional development specialists. Danson is at 
Glasgow University. No index. 

Ceoh<;e, Victoiua and Hembree. Wii.uam K. 
Breakthroughs in health-care management: Em- 
ployer and union initiatives. New York; Oxford: 
Toronto and Sydney: Perga mon Press, 1986. Pp. 
x. 213. $22.50. ISBN 0-08-032798-2. 

JEL 87-0589 
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Contains twenty-five case studies of program* 
of major employers, unions, and communities in 
the United States that have achieved both cost- 
effective and high-quality health care. They are 
chosen to illustrate the importance and role of com- 
prehensive overall health-care cost containment 
strategies and plans, employee incentives, alterna- 
tive delivery systems, labor-management joint ef- 
forts, union initiatives, and focused programs. 
Some examples of specific programs cited are 
those of: Johiison&Johnson, Honeywell. Hewlett- 
Packard, the UAW, Toledo Business Coalition on 
Health Care, and the Cornell University-New York 
Hospital. George is a health research analyst and 
Hembree is Director, Health Research Institute, 
Walnut Creek, California. Glossary; index. 

Ginzhkim;, Ei. i; Noyki.lk, Tiiikhky J. anu Stan hack. 
Thomas M., )h. Technology and cmplotjtnrnt: Con- 
cepts and clarifications. Boulder, Colo. , and lzni- 
don; Westview Press. 1986. Pp. xi. 111. $27.50 
ISBN 0-8133-0399-0. JEL 87-0590 

First of four studies presenting the research on 
technology and employment conducted hy Conser- 
vation of Human Resources of Columbia Univer- 
sity. Identifies the major im|>acts of the cumputer- 
communicatinns technology on the employment of 
various groups tliat are especially vulnerable to 
the changes that are taking place Argues that the 
increased skill requirements caused by these tech- 
nological changes are affecting those least pre- 
pared. least trained, and least educated. Advocates 
an increasing emphasis on education and training 
of the displaced workers. Descrilres work force 
trends, technology and women, technology anti 
equal employment opportunity, techuokigy and 
metropolitan economics, especially tin- rise of ser- 
vices, and a case study of New York City. Con- 
cludes with a discussion of directions for policy 
and future research. Ginzberg is A. Barton Hep- 
burn Professor Emeritus at Columbia University. 
Noyelle is a senior research scholar. Conservation 
of Human Resources, Columbia University. Man- 
I Nick is a ProfesMir of Economies at New York Uni- 
versity. Index. 

Ghiibki.. Hkhbkht G. ani> Bonnk*i. Joskk. Whit to 
Canada's unemployment rate so /ugh? A laltour 
market and technology erplanatitm of the direr- 
gence of unemployment rates in Canada and the 
United States 1960-HS. Focus series, no. 19. Van- 
couver, British Columtiia; Fraser Institute, 1986. 
Pp. vlii, 68. $5.00, paper. ISBN 0-88975-089-0 

JEL 87-0591 

Persistently high unemployment rates in (Canada 
are discussed in the context of the divergence of 


Canadian/U.S. rates. Finds that the macroeco- 
nomic determinants of unemployment do not ex- 
plain recent North American developments. Notes 
that differences in the level of demand stimulation 
do not explain the divergence. Concludes that 
monetary policy had about the same effect on de- 
inand in lioth countries. Attributes most of the 
divergence in rates to microeconomic (actors, such 
as a 40 percent faster growth in real wages in Can- 
ada (1965-84), more rapid use of capital and tech- 
nology as Ialxir saving policies in Canada, and a 
more rapid rise in productivity in Canada. Also 
argues that mure lucrative unemployment compen- 
sation policies in Canada delay the process of seek- 
ing work by the unemployed. Concludes that Can- 
ada must realign its real wage and productivity 
levels and institute structural changes to increase 
the ttexibilitv of real wages. Crubel is Professor 
of Economics at Simon Fraser University. Boniik-i 
is Lecturer at l>eakin University, Geelong, Austra- 
lia. No index. 

LvIzimik. Rohkht smi Pspsmikkoi'. Nit k. The 
inan/xnier report of KEPE. The charactenxtics of 
the Creek labor market. Centre of Planning and 
Economic Research. Analyses of Statistical Data 
scries, no. 4. Athens; Centre of Planning and Eco- 
nomic Research, 1986. Pp. 122. Paper 

JFI. sr -tmz 

Reference look of data on tin- Greek LaUir mar- 
ket that survess recent employment and unem- 
ployment trends m (ami- - •• ' fl "- 

composition of tin- 1 ' 
type of ixvu|vitioo 
changed user tint, 
present and discus, 
type of eoiiipcns.it' 
tai loring mdllstin - 
ers the rural sect. -i 
Laixir Force Sum . 

Statistical Service ol Cm- 

two-thirds of the icpmt’ icot.ioi M.ili'to.o i.,,.,is 
compiled from several sonic • » ol Ialxir market data, 
thev pert jiii to characteristics of employ incut and 
iiiicinplos incut, statistics on population . education 
and Ialxir force, hours and earnings in agncultuic 
ami non-agriculture establishments, and monthly 

strike data for 1976 S3. The authors arc at the 
Centre of Planning and Economic Research. Ath- 
ens and Princeton University. Bibliogiapliy. mi in- 
dex. 

Piiiij'. Nohman E. The cash incent ire: The economic 
rcsjHmse of semi-suhsistent craftii'orkers in Papua 
Srtc Cuinea Pacific Research Monograph aeries, 
no. 13. Canberra: Australian National University, 



864 


Journal of Economic Literature 


Notional Centre for Development Studies, 198B, 
Pp. xii, 135. Paper. ISBN 6-86784-984-3. 

JEL 87-0593 

Describes and analyzes aspects of the economic 
behavior of a small group of piece-rate cash workers 
in a Melanesian economy in transition from a tradi- 
tional subsistence to a cash economy. Presents the 
geographical environment in which the weavers 
lived and worked, the structure of the weaving 
industry, and demographic characteristics of the 
weavers and their families. Studies the monetary 
and nonmonetary incomes of the weaver house- 
holds and accounts for the monetary outlays and 
activity patterns of sampled workforce memliers. 
Develops a formal econometric model of lulxir ef- 
fort response that allows the effect of wage-rate 
variation on effective work effort to l>e isolated and 
measured. Finds that slightly less than 40 percent 
of the potential earning capacity was used hy the 
average member of this workforce. The concluding 
chapter evaluates the results, merits, limitations, 
and policy implications of the study. Philp is Senior 
Lecturer in Economics. Riverina-Murray Institute 
of Higher Education, Wagga Wagga, New South 
Wales, Australia. No index. 

Villa, Paola. The structuring of labour markets. A 
comparative analysis of the steel and construction 
industries in Italy. Library of Political Economy 
series. Oxford; New York; Toronto and Melbourne: 
Oxford University Press, Clarendon Press, 1986. 
Pp. xx, 420. $64.00, cloth; $29.95. paper. ISBN 
0-19-828508-6. JEL 87-0594 

Investigates the issue of labor market segmenta- 
tion, developing the theoretical position by com- 
paring the steel and construction industries in It- 
aly. Focuses on the forces that determine the 
structuring of labor markets and investigates how 
and why workers with similar characteristics are 
treated differently in different segments of the la- 
bor market. Analyzes the structure of the labor 
market in tbe two industries, including the impacts 
of technological conditions, the influence of divi- 
sion of labor, and die internal organization of the 
Jobs. Examines die dynamics of labor market struc- 
ture, analyzing the role of labor/management rela- 
tions and the evolution of labor market structures 
in die two industries. Conclusions discuss the 
structuring of labor markets, favoring tbe noncom- 
peting wage group argument. Contends that "la- 
borer market structures ... do not exist in a vac- 
uum: economic and technological factors differ 
b etw e en historical periods, economic systems, sec- 
tors, industries, and firms." Based on the author’s 
Ft. D. d iss ert a tion at tbe University of Cambridge. 
ViHa is a res e ar cher in the Faculty of Economics 
at the Catholic University in Milan. Index. 


Zauai.za. A. and Tzannatos, Z. Women and equal 
)Miy: The effects of legislation on female employ- 
ment and wages in Britain. Cambridge; New York 
and Melbourne: Cambridge University Press, 
1985. Pp. ix. 140. $29.95. ISBN (k-521-30188-2. 

JEL 87-0595 

Argues that the factor responsible for die in- 
crease in female relative wages in Britain in the 
last decade or so was almost exclusively the anti- 
discrimination legislation. Finds tliat incomes poli- 
cies had both a minor and short-lived effect. At- 
tributes the improvement in women's relative 
wuges to increases in relative pay within sectors 
and not to shifts in female employment from low- 
to high-paying jobs . Further, the improvement lias 
not lieen accomplished at tin* expense of employ- 
ment, since hours worked hy women have in- 
i Teased relative to hours worked hy men. Notes 
that the effects of legislation have lieen less satisfac- 
tory in the United States than in Britain, partly 
due to the nature of collective bargaining agree- 
ments in the United States. Projects that future 
improvements in i dative female-male wages 
might he more difficult to achieve. Draws on the 
New Earnings Survey for much of the statistical 
information. Zabulza is Professor of Economics, 
University of Valencia and Tzannatos is I -eotiirrr 
in Economies. University of Buckingham. Author 
and subject indexes. 

See also . Book Numliers JEL 87-035-9. 87-0. 533. 

87-059.1, 87-0594. 87-0825 

830 Txaui: Unions; Collective Bargaining; 

Labor-Management Rkijstions 

Dore, Ronald. Flexible rigidities: Industrial frolic y 
and structural adjustiwnt in the Japanese econ- 
omy. 1970-80. Stanford. ( ailif. : Stanford Univer- 
sity Press. 1986. Pp. 278. $32.50. ISBN 0-8047- 
1328-6 JEL 87-0596 

Argues that the Japanese work ethic assumes 
that workers can be trusted to Ik* concerned alxnit 
the quality of their output. Also notes quality, ser- 
vice, and loyalty as key attributes lie tween buyers 
and sellers. Asserts tliat typical rigidities of the 
marketplace — unions, cartels, and tied dealer- 
ships — also exist in Japan, hut that the economy 
has been able to adjust more readily and effectively 
than other nations to deal with the oil price in- 
crease, controlling inflation, and industrial shifts. 
After a survey of the major characteristics of the 
economy, focuses on the changes in economic 
structure during the decade and on "adjustive lie- 
havior” by businessmen, workers and their unions, 
and government. Presents a case study of the tex- 
tile industry. A substantial part of this volume is 
based on a monograph by the author with contribn- 
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tionk by Professor Koji Taint of the University of 
Illinoik and published by the International Labour 
Office as Structural Adjustment in Japan, 1970- 
82. Dure is the Heischuue Visiting Professor at Har- 
vard University. Bibliography; index. 

•HKENHKHt;, Eiiwahii S. Workplace democracy: The 
political effects of participation. Ithaca. N.Y., and 
London; (Cornell University Press, 198ft, Pp. 259. 
*29.95. ISBN 0-8014-1921-2. JEL 87-0597 
Examines to what extent workplace democracy 
has achieved its goals, such as alleviating worker 
alienation, nurturing class consciousness as a strat- 
egy for superseding capitalism, and fostering po- 
litical participation. This l»ook is part of the tinal 
report of a study of the 1’ucific Northwest co- 
operatives, undertaken to examine whether evi- 
dence snp|K>rts these claims. Dcscrilics the; nature 
of the democratic la-ft and the appeals of workplace 
democracy in the United States and in other in- 
stances such ics the Israeli Kibbutz. the Yugoslav 
system of worker self-management, the industrial 
democracy of Salvador Allende in Chile, the Mon- 
dragon cooperatives in S|iuiu. and the numerous 
programs in Sweden and Norway. Examines the 
plywood cooperatives in greater detail from three 
traditions or perspectives — the problem of alien- 
ation. participatory democracy, and rejection ol 
market capitalism and Soviet-style socialism in fa- 
vor of "socialism with a human lacs-." Discusses 
alienation in the txmperatives and compares the 
nature and extent of it with alienation in democratic 
industrial work settings in other societies Presents 
a comparative analysis of class txinsciousuess and 
examines the political effects ol workplace democ- 
racy. Kinds the U.S. experience less successful 
than the foreign ones in developing attitudes ami 
behavior inconsistent with the prevailing social, 
economic, and political climate. (Jreenlrerg is Pro- 
fessor anti Chair, De|>artinent of Political Science 
at the University ol Colorado. Bibliography, index. 

Ikhman. E. Eiiwahii; Kciin, Ai.kmkii ani> Spk.bkh. 
Ronai.ii L. Collective bargaining aiul lalior rela- 
tions. Second edition. Englewotxl Cliffs. N.J.: 
Prentice-Hall. 1 1981] 1987. Pp. xviii. B2I. ISBN 
0-13-140575-ft. JEI.K7-0tm 

Second edition <»f a textbook designed for use 
Ivy undergraduate and lieginning grathtate students 
in industrial relations and collective liargaining. 
Statistical materials and bibliography have been 
updated. Newer research findings are also incorpo- 
rated. Reflects major changes in industrial rela- 
tions, influenced by economic fluctuations, new 
technologies, foreign competition . and the Reagan 
administration. Focuses on the liargainiiig unit, 
preparation for bargaining, existing of lalair con- 


tracts, the bargaining process, management and 
union security, concessions, the bargaining simula- 
tion, and recent arbitration eases. In seven parts: 
development and growth of the labor movement; 
the legal framework; the framework of collective 
bargaining, preparation for liargaining and costing 
of labor contracts, the bargaining process — theory, 
power, negotiations, and impasses; the content of 
mllcx'tivo liargaining; and special topics. Also in- 
cludes a collective Itargaining simulation and arlii- 
tration eases. Herman is at the University of Cin- 
cinnati. The late Alfred Kuhn was at the University 
of Cincinnati. Serber is at the New York State 
Scliool of Industrial and Labor Relations. Cornell 
University. Bibliography, glossary, index. 

Intkhn ation xi. Lvkoih Otrvv. Joh evaluation. Ge- 
neva. Author, 198ft. Pp. xi. 203. Paper. ISBN 92- 
2-103,541-7. JEL 87-0599 

Originally published in French under the title 
l.’eialuation des emploix A description of joh eval- 
uation, a management technique aimed at estab- 
lishing pay structures within enterprises that are 
fair and equitable, and reducing the dissatisfaction 
associated with internal pay differentials De- 
scrilies the main features of job evaluation and out- 
lines the basic steps in job analysis, description, 
and evaluation. Reviews different methods of job 
evaluation and cx-rlam issues and problems that 
arise in its application. Identifies the lactois to be 

considered m the clioiix- of n 

ami examines niti i . > 
job evaluation. < >■ ' 
equal |>ay through 
lations issues avv.« 
vantages and dis.a. 
examples ol job c 
guidelines lor tin u 

Km man. Ti kim vs A . k.»i/. u 

sir , Robi-kt H The transformation o/ \mnuan 
influx! rud relations New 3 oik Hasic Books. 198ft. 
Pp. viii. 287 $22 95 ISBN (Mft5-t»Sft9t>-9 

JF.L 87-06 00 

Summarizes the findings, oim hismnv. and impli- 
eations li»r theory , policy, and practice of a collabo- 
rative research project conducted at Massachusetts 
Institute ol Technologv “U..S. Industrial Relations 
in Transition.'' Prevents an account of the trans- 
formation of the New Deal system of collective 
liargaining. Discussions detail tile transformation 
forces, such as concession liargaining. changes in 
work rules, and worker representation. Traces the 
(Xist-World War II evolution of industrial relations, 
noting that they were shaped by the rise, matura- 
tion. and eventual weakening of the collective bar- 
gaining system. Describes the emergence of the 
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nonunion system of industrial relations, industrial 
relations at the workplace, the process and results 
of collective bargaining, the changing workplace, 
union engagement in strategic business decisions, 
and the workers' views of the process. Argues that 
industrial relations practices and outcomes are 
shaped by interactions of environmental forces 
along with the strategic choices of those involved 
in industrial relations policy and practice. Con- 
cludes with four scenarios presenting strategic 
choices for the future. Kochan and McKersie are 
Professors of Industrial Relations at the Sloan 
School of Management at Massachusetts Institute 
of Technology. Kate is Assistant Professor of Col- 
lective Bargaining at the New York State School 
of Industrial Relations at Cornell University. In- 
dex. 

Lifsky, David B. and Lewin. David, eds. Advances 
in industrial and labor relations. A Research An- 
nual series. Volume 3. Greenwich. Conn., and 
London: JAI Press, 1986. Pp. viii, 316. $27.25. 
ISBN 0-89232-642-5. JEL 87-0601 

Nine essays on industrial relations regulation, 
bargaining theory, progressive discipline, and oc- 
cupational influences on unionism. Topics dis- 
cussed include: collective bargaining in regulated 
industries; a theoretical and empirical analysis of 
delay in the union election campaign: a cost-bene- 
fit analysis of interest arbitration in the public sec- 
tor, unions, turnover, and employment variation: 
a model of arbitration and the incentive to bargain; 
power dependence in collective bargaining; the 
origin, development, and consequences of pro- 
gressive discipline in American industry; and job 
content, job status, and unionism. Lipsky is at the 
New York State School of Industrial and Labor 
Relations, Cornell University. Lewin is with the 
Graduate School of Business, Columbia Univer- 
sity. No index. 

Siibnfield, Annum. What right to strike ? With com- 
mentaries by Cyril Ghunkeld and Sir Leonard 
Neal. Hobart Paper series, no. 106. London; Insti- 
tute of Economic Affairs; distributed in North 
America by Transatlantic Arts, Albuquerque, New 
Mexico. 1986. Pp. 64. >7.50, paper. ISBN 0-255- 
36190 - 4 . JEL 87-0602 

Argues that the right to strike, compatible with 
a free society, means the right to withdraw one's 
labor, but does not include tbe right to keep others 
from working. Examines the contusion surrounding 
the unique legal status of unions, which enjoy some 
of the rights and powers of corporate bodies but 
yet themselves are not bodies corpor a te. Part 1 
pre sents a detailed analysis of what is a strike, in- 
cluding legal definitions, rights and remedies, the 


concept of unfair dismissal, and sit-ins. Part 2 ex- 
amines the theory of the worker's bargaining disad- 
vantage. such as the luck of reserve and labor being 
a perishable commodity. The final part presents 
fourteen points in a proposal for reform of trade 
unions. Shenfield has been a Visiting Professor at 
several American universities and Lecturer in Eco- 
nomics at the University of Birmingham. No index. 

Silver, Marc L, Under construction: Work anti 
alienation in the building trades. SUNY Series in 
the Sociology of Work. Alluinv: State University 
of New York Press. 1986. Pp. xi, 251. $34.50. elnth: 
>12.95. paper. ISBN 0-88706-308-X. 

JF.L 87-0603 

Reviews the organization and work relations in 
the construction industry, examining the effects 
of local market conditions, employer demands, and 
trade union activities on the daily lives of workers, 
both skilled and unskilled, all within the context 
of capitalist relationships. Challenges popular ideas 
about the building trades and construction work, 
with special reference to construction sites, hiring 
practices, and worker reactions to work conditions. 
Questions the extent of craft autonomy and at- 
tempts to explain how relations in the lulxir process 
foster both progressive and reactionary orientations 
among building tradesmen- Discusses worker au- 
tonomy versus management control at the con- 
struction site and the relationships aiming trade 
unions, contractors, und employment. Suggests a 
strategy for overcoming market fortes in labor rela- 
tions and housing production. Silver is an Assistant 
Professor of Sociology at Hofstra University. Bibli- 
ography: name and subject indexes. 

Taylor. Benjamin j. and Witney, Fred. Is dwr rela- 
tions law. Fifth edition. Englewood Cliffs. N.J.; 
Prentice-Hall, |1971 . . .1983) 1987. Pp. xvii, 862. 
ISBN 0-13-519661-2. JEL 87-41604 

Fifth edition [set; JEL no. 83-0523 for annotation 
of the fourth edition] of a textlxxik on labor rela- 
tions law is intended for undergraduate and gradu- 
ate liberal arts and business schools anti for union 
and business personnel with little legal back- 
ground. Includes the new doctrines established by 
the National Labor Relations Board and the courts 
since the prior edition, concentrating on major de- 
velopments rather than on all changes. Examines 
a group of controversial cases, including "red let- 
ter” ones. Changes also include a discussion of the 
federal courts’ responses to comparable worth, and 
public sector organization and collective bargain- 
ing. The Taft-Hartley commentaries have been re- 
vised and updated. The laindrum— Griffin Act pre- 
sentation has been expanded to include discussion 
of tbe use of labor consultants, as well as being 



New Books: Annotated Lasting 


867 


revised and updated. Taylor lit at the University 
of Oklahoma, and Witney is at Indiana University. 
Bibliography; index of cases; general index. 

See alto: Book Numbers JEL 87-0386, 87-0542, 

87-0607 

840 Demographic Economics 

Bianciii, Suzanne M. and Spain, Dapiink. American 
women in transition. The Population of the United 
States in the 1980s: A Census Monograph Series. 
New York: Bussell Sage Foundation for the Na- 
tional Committee for Hesearch on the 1980 Census, 
1986. Pp. xxn, 286. $32.50, cloth; $14.95. paper. 
ISBN 0-87154-1 12-2, pbk. JEL 87-0605 

Analysis of tlie characteristics and impact of the 
major demographic and social changes in the U.S. 
economy since World War 11 on the role and posi- 
tion of women. Reviews changes in marriage jiat- 
terns, fertility, and household living arrangements. 
Traces the increasingly public roles of women by 
examining tlieir educational attainment and its re- 
lationship to marriage and fertility, labor force par- 
ticipation and occupational composition, and the 
correlation among these factors and women's earn- 
ings. Examines the relation lietweeii living ar- 
rangements. income, and poverty and lietween fer- 
tility and work force participation. Assesses the 
success of women at balancing their private and 
public roles. Bianciii is a demographer at the Cen- 
ter for Demographic Studies, U.S. Korean of the 
Census. Spain is Assistant Professor of Sociology 
and of Urban and Environmental Planning at the 
University of Virginiu. Bibliography, index. 

'’.K(x;u, Gamy and Whelan, Bheniian J. A statistical 
analysis of the Irish electoral register anti its use 
for pispulatitm estimation anti sample surreys. 
Dublin: Economic and Social Research Institute, 
1986. Pp. 126. Ire £ 6.50, paper ISBN 0-7070- 
0083-1. JEL 87-0606 

Analysis of the accuracy of the Irish electoral 
register and the extent to which inaccuracies in 
the register affect the results of research liased 
upon it. Examines the entry and exit pattern ot 
the register and investigates its correspondence 
to trends in the population. Creates a data set for 
the constriction of independent variables to lie 
employed for regression analysis using time-series 
data. Conducts population estimate mi the liasis 
of this data set. Investigates the effectiveness of 
the electoral register as a sampling frame, identifies 
biases, and presents some recommendations re- 
garding the use of the register lor electoral pur- 
poses. Keogh Is an Assistant Hesearch Officer and 
Whelan is a Research Professor at the Economic 
and Social Research Institute, Dublin. No index. 


Puzo, Susan, ed. Essays tm legal and illegal immigra- 
tion: Papers presented in a seminar series con- 
ducted hy the Department of Economics at West- 
ern Michigan University. Kalamazoo, Mich.: 
W. E. Upjohn Institute for Employment Research, 
1986. Pp. v. 128. $13.95, doth; $8.95, paper. ISBN 
0-88099-040-6. phk. JEL 87-0607 

Seven papers, originally presented as public lec- 
tures (luring 1984-85, discuss and analyze many 
of the issues detailed during the passage of the 
retent federal immigration reform measure. Dc- 
scrilies various approaelies for handling the issue 
nf illegal immigration, ranging from those that in- 
crease the cost of such migration to stricter enforce- 
ment of entry. The introductory' essay discusses 
the multifaceted nature of the immigration deliate. 
Other topics include control of international migra- 
tion. the need for immigration reform, the illegal 
alien policy dilemma, the effects on the U.S. lalmr 
market, and the effects on U.S. taxpayers. The 
filial essay discusses the desirable policy objectives 
and suitable policy instruments to achieve them 
Contributors are: the editor, George J. Borjas Mi- 
chael J. l’iore, Vernon M. Briggs Jr.. Barrs B. 
Chiswick. Francine D. Blau, and jagdish N Bh.ig 
wati. l’ozo is at Western Michigan University. No 
index. 

See also. Book Nmnliers JEL 87 0388 S7 0608 

900 Welfare I 
Economics: ' 

I 

910 Weu-vri 

ABKHAZ. RkUIIAM . . 
of mass fxnrrt y. Stun • 
series, no. 29. Williamsbiu^ 
ham and Mary. Department ot 4nlliio|xtlngv . 
1986. Pp. sis. M2. Paper JH. 87 0608 

Four papers examine the demographic charac- 
t eristics of mass poverty in societies ivpenencing 
economic development. Berliami Aliegaz examines 
the theoretical issues in the nicasuicnicnt of po\ - 
ertv, the relationship between income distribution 
and demographic prcxvsscs. and the extent of in- 
ternational and regional iiieqiiahtv and poverty. 
M. Khan analyzes the lelationslup lietween rural 
poverty and demographic liehavior in Bangladesh. 
C. lsiugo-Abamlie discusses the linkage between 
child fostering and lertilitv in W est Africa. C. H. 
Wood and S 0 McCracken review the nature of 
underdevelopment - urbanization, and collective 
social action in Sao Panin. The contributors are 
economist' and social scientists. Abegaz is Assistant 
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Professor of Economics at l be College of William 
and Mary. No index. 

Aiken, Linda H. and Mechanic. David, eds. Appli- 
cation* of social science to clinical medicine and 
health policy. New Brunswick, N.J.: Rutgers Uni- 
versity Press, 1986. Pp. ix, 588. Paper. ISBN 
0-8135-1 149-6. J EL 87-0609 

Twenty-four papers selected to assess the rele- 
vance, application, and contribution of various ar- 
eas of social science and health services research 
for health policy and clinical care in the United 
States. Part 1 examines the social contexts of health 
care and policy such as the interplay between 
values, science, technology and social structure, the 
effect of social stratification on health, and the 
changing health care system. Part 2 focuses on sig- 
nificant research contributions relating to: the pre- 
vention and treatment of major causes of cardio- 
vascular disease, cancer, and mental illness: the 
assessment of health status; and social experiments 
in health. Papers in part 3 consider health and 
illness over the life cycle. The papers in part 4 
discuss prevention, caring, and social processes af- 
fecting vulnerability to illness and the outcomes 
of patient-practitioner relationships. Part 5 ad- 
dresses the organization, financing, and provision 
of health cure services. Aiken is Vice-President. 
Robert Wood Johnson Foundation, Princeton. 
New Jersey. Mechanic is Rent 1 Duhos Professor 
of Behavioral Sciences, Rutgers University. Index. 

Bacby, Nancy S. andSuluvan. Sean. Buying, smart: 
Business strategies for managing health care costs. 
AE1 Studies series, no. 444. Washington, D.C.: 
American Enterprise Institute for Public Policy' Re- 
search. 1986. Pp. xi. 66. Paper. ISBN 0-8447- 
3604-X. JEL 87-0610 

Analysis of attempts by private employers and 
business coalitions to check increases in health care 
costs. Discusses the nature of initiatives by the 
Midwest Business Croup on Health, private-sector 
a ttempt s to increase competition in the provision 
of health care in Iowa, and the nature of cost man- 
agement strategies by Honeywell Inc. and Control 
Data Corporation. Bogby is a consultant to the 
American Enterprise Institute’s Center for Health 
Policy Resemeh. Sullivan is a Senior Associate at 
the American - Enterprise Institute’s Center for 
Health Pohcyt^Studies. No index. 

Bkhcmann, Bamaju R The economic emergence of 
women. New York: Basic Books. 1986. Pp. x, 372. 
f 19.95. ISBN 0-465-01796-7. JEL 87-0611 
Explore* the origins and consequences of the 
changing role of women from that of housewives 
to wig* e arne rs . Discusses die breakup of the “sex 
role caste system,” focusing on women’s place in 


the labor market, the future of the two-parent fam- 
ily. and the changes in male lives. Describes the 
economic impetus liehind the emergence of work- 
ing women; tlie influence of social factors — births, 
schools, divorces, und ideas; the place of women 
in the labor market; sex segregation on the job us 
the root of women’s disadvantage; why female 
wages are low; fighting discrimination through af- 
firmative action; achieving pay equity; the job of 
a housewife; poverty and single parents; the eco- 
nomics und politics of keeping house and family 
care; and child care. Presents some international 
comparisons of the status of women in paid employ- 
ment. Concludes with a policy agenda to address 
the sex role revolution. Bergmann is a Professor 
of Economics at the University of Maryland. Bibli- 
ography, index. 

Reiinstkin. Buanciie. Saving a generation. Twenti- 
eth Century Fund Paper series. New Yurk: Prior- 
ity Press. 1986. Pp. vi. 63. $7.50. paper. ISBN 
0-87078-206-1. JEL 87-0612 

Analysis of die demography of poverty. Focuses 
on iemule-headed families and examines (he |x>ssi- 
hle benefits of economic measures to reduce |xiv- 
ertv Discusses recent changes in social Ix-liavior 
such us teenage pregnancy, scluxil and college 
dropouts and family stability. Investigates the 
probable impact of welfare re form anil the feasibil- 
ity of various solutions to the problem. Contends 
that intervention aimed at changing smial Ix'huvior 
is necessary to counteract further breakdown in 
the structure of the family and its associated prob- 
lems. No index. 

Bi’Ti.eh, James K. G. and Doessei., Dahhei. P., eds. 
Economics ami health 1985: Proceedings of the 
Seventh Australian Conference of Health Ecoiw- 
mists. Australian Studies in Health Service Admin- 
istration series, no. 56. Kensington, New South 
Wales: University of New South Wales. School of 
Health Administration, 1986. Pp. iv, 249. Paper. 
ISBN 085832-053-3 JEL 87-0613 

Nine essays and discussions consider the follow- 
ing topics; (1) a policy pcrs|x*ctive on unemploy- 
ment and health in Australia; 12) a comparison of 
the resource need index and information theory 
measures for analyzing hospital case mix standardi- 
zation; (3) the implications of the New South Wales 
doctors' dispute; (4) a longitudinal study of health 
changes following the introduction of Medicare in 
Western Sydney; (5) a contingency approach to 
the design and use of budgeting in a public teach- 
ing hospital; (6) a comparative cost analysis of ter- 
minal cancer care; (7) hospital output and the use 
of diagnosis-related groups for purposes of eco- 
nomic and financial analysis; (8) the allocation of 
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hospital costs to the type of case; and (9) the eco- 
nomics of reducing hypertension through reduc- 
tion in sodium intake. Butler is with the Depart- 
ment of Marketing and Applied Economics ai 
Brisbane Caillege of Advanced Education. Doesscl 
is with the De|>artnient of Economics, University 
of Queensland. No index. 

niN, Ei.i:iianan, <-<l. Federal block grants to eduea- 
tion. Oxford; New York; Toronto ami Sydney: I’cr 
gamoii Press, 1986. Pp. vii, 163-277. ? 1 0. .’50. ISBN 
0-08-0:12691-9. JF.L H7~tXiN 

Eleven |wi|M-r.s discuss the theory and imple- 
mentation of federal e-diicatiou lilexk grants. Pari 1 
descrilH's tin- act and the debate siirniiinding 
its legislation. Part 2 presents case studies of its 
implementation in Colorado, Michigan. Nebraska. 
Pennsylvania. South Carolina. Tennessee, Texas, 
and Washington. Part 3 presents alternative views 
of the merits of block grants to education. The 
mutrilnitors are mainly economists and education 
specialists. Colin is Professor of Economics at the- 
University of South Carolina. Index. 

kwkks, Donai.ii N. Controllinu asbestos in builtl- 
i Ilf's: An economic investination. REF Studs series. 
Washington. D.C.. Resources for the Future, dis- 
tributed by Johns Hopkins Universitv Press, Haiti - 
more, Md.. 1986. Pp. v, 106. $9.95. |ia|a-r. ISBN 
0-915707-27 6 JF.I. S7 0675 

Addresses the differences lietween owners and 
tenants over svliat to do alxiut aslx-stos currently 
in buildings. Study focuses on the economic impli- 
cations of choosing different times to return c the 
aslx-stos — removing it at once, controlling it in 
some other way, or leaving it to l>e renimed at 
renovation or demolition of the structure Devel- 
ops a methodology for economic analysis ol asliex- 
tos control programs in existing buildings and pie- 
sc-nts the results of three case studies. Finds that, 
if the aslx-stos materials an- in good esmehtiou and 
undistiirlx-cl. the- risks to health of building ex-cu- 
punts is low and do not justify the exists involved 
in immediate removal. De-wees is a Professor of 
Economics and Iziw at the University of Toronto. 
No index. 

kkkn, David C. ChnWc-ngc- to the SI IS A study 
of coinjH'litiun in Ame rican health care and the 
lessons for Britain. Holiurt Pu|x-ri>ack senes, no. 
23. London; Institute of Economic Affairs, dis- 
trilmted in North America by Transatlantic Arts. 
Albue|iierepie. New Mexico. 1986. Pp- xx. 1 16. 

14.95. paper. ISBN U-255-36194-7. 

JF.L H7-mi(i 

Examines whether a competitive- market in 
health would make an attractive alternative to the- 
British National Health System. Beports cm re- 


search in the area ol recent devekipments in the 
health-care market in the United States, especially 
changes in the- organization and finance of services 
provided by doctors, liospitals, and insurance coin- 
lianies. Argues tliat the principal failings oi Ameri- 
c-an medical c-arc have not Ik-lii the result of mm- 
jx-titive markets. Imt the doctors' 'professional 
close -d shell i." which restricted entry of medical 
students, but is now breaking down. Traces the 
l ! .S. history, including the rise of monopoly, con- 
trol ovi-r hospitals, antitrust action, tlie emergence 
ol competition, and the imi>act on the- poor. 
Bi-comineiids reform in the l'. K. with three princi- 
ples —the- pexir should lx- preitected by tlie govern- 
ment e-xpenditiirc for hi-alth e-are should lx- a pri- 
vate decision, and tlie- governme nt slum Id promote- 
coinpe-titieni by eliding the MIS monopoly, (.re-en 
is a Be-si aicli Fe-llosv at the Institute of KtiiiKiimc 
Affairs, ixmdon. Bibliography, glossary, no index. 

Chkkh. Jon. and TuemHKi.kK. Kitik. Food junerty 
and eonsiiiii/itioii jmtterns in Kenya. Ci-ne-sa In- 
ternationa) Lalxmr Office. 1986. Pp. xn. 170. Sw 
Fr 20.00. pape r. ISBN 92-2 10537 M. 

I el sr-or.fr 

Analysis of tile- re-latiemship Ix-twee-n change s m 
the re-iatise pries- ol lexxl and the incidence t.l puv- 
erty in Kenya. Ksalnate-s alte-matis e measure s eif 
pciv«*rtv and defines the concept of lexxl posertv 
F.xamine-s lexxl consumption patterns and estimates 
the ineldeiHe oi IimmI |xise*its among smallhohlers 
in diffe-n-nt prnsim-es m k- ■ 
terminants ol lexxl ex- 
(Met eil re-iatise lex id 
cemsumptioii. and on 
ge-neral guule-lme-s '■ 
the adve-rse effects • 
lexxl. Cre-e-r is in I 1 
anel Thorlx-cki- Is tin 
Economics and Food I 
Universitv No mde-s. 

1 In. IKK. I’HI-H S.. Ill- VIMIVe .. BllllAKD SNI) Kl.ll- 
\kki. Pki>k W. Aging and sexier/ exfiendtture m 
the major industrial i outlines. lilSO~2(l2.} tkva- 
siemal Pa|H-rs se-ru-s. no 47 Washington. D. . 
International Mom-taiy Fund. 19S6. Pp. sm. 76. 
$7 50. pape-r. ISBN O 939934- 6V X 

Ji.l. S7-067.S 

Kvanime.s the- impact ol prospective ele-mev 
graphic tieinls and e.tliei lactors on tin- level anil 
strm-ture iff sex-ial e\|x-nditure In the geneniments 
iff the seven major industrial countries (Canada. 
France-. West Cennany. Italy. Japan, thr Umte-d 
kingdom, and the Unite-d States' timnigli the year 
2025. Also revie-ws key polk-s issues likrlv to 
emerge. Ixith at an aggregate and a sectoral level. 
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and types of policies countries have initiated in 
trying to cope with the demographic trends. Pres- 
ents the results of the projections for major social 
expenditure programs and their key policy issues. 
Sectoral chapters also indicate types of policy ac- 
tions introduced by different countries to stem the 
hkely growth in expenditure. Reflects data avail- 
able prior to June 1985. A general conclusion is 
that there will be a need for additional policy mea- 
sures to contain the real increase in per capita ben- 
efits, especially in those countries with high tax 
rates. The authors are in the Fiscal Affairs De|iart- 
ment. International Monetary Fund. No index. 

Petkhson, Paul E.; Rabe. Bvhhy G. anli Wonu. 
Kenneth K. When federalism works. Washington. 
D.G.: Brookings Institution. 1986. Pp. xvi. 245. 
$28.95, cloth; *10.95. paper. ISBN 0-8157-7020-0 

JEL fir-0619 

Explores the conventional wisdom on federal 
grants by examining the operations of nine federal 
programs in health care, education, and housing 
Reviews these programs in four cities and con- 
cludes that they operated more effectively than 
Originally believed possible. Emphasizes the im- 
portance of competent managerial professionals 
and avoidance of local political conflicts. Begins 
with an examination of the rapid development of 
the federal system of intergovernmental grants 
since World War II. Discusses theories of federal 
programs such as supportive and redistributive 
goals. Cites examples and proposes answers con- 
cerned with why some programs have worked well 
and others have had little success. Proposes re- 
forms to make the federal grants-in-uid programs 
more effective, especially for disadvantaged groups 
and others requiring special needs. Peterson is Di- 
rector of the Governmental Studies program at the 
Brookings Institution. Rabe is an Assistant Profes- 
sor of Health Politics, University of Michigan. 
Wong is Assistant Professor of Political Science, 
University of Oregon. Index. 


PhMaiARopouuK. Grohc.f.;Tan, Jf.k-Penc. and Jime- 
nez. Emmanuel. Financing education in develop- 
ing countries: An exploration of policy options. 
Washington, D.C.: World Bank, 1986. Pp. iv, 67, 


Paper. ISBN 0-8213-0777-0. JEL 87-0620 
■Presents policy options to remedy problems in 
ipucatkm. perceived as underinvestment, misallo- 
of resources across levels of schooling, ineffi- 
4£feiencies within schools, and social inequalities in 
^developing countries. The options considered are: 
f s e l ect i ve user charges and reallocation of public 
, spending among levels of schooling, selective 
scholarships and development of a credit market 
for student loans, and decentralization of the man- 


agement of public education and encouragement 
of the expansion of private and community-sup- 
ported schools. Analyzes the effects of such a policy 
1 mckage and discusses its implementation. About 
a third of the hook consists of an appendix of statis- 
tics on education in developing countries. The au- 
thors arc in the Research Division, Education and 
Training Department. World Bank. Washington, 
D.C. Bibliography; no index. 

Rose. Kichahii andSiiihatoki. Rki. eds. The welfare 
state: East ant! West. Oxford; New York; Toronto 
and MellNMime; Oxford University Press, 1986. 
Pp. 213 *29.95. ISBN 0-19-503956-4. 

JEL 87-0621 

Nine essays examine the welfare state and con- 
sider how the provision of welfare differs in societ- 
ies that art' similar in their high standards of mate- 
rial wealth — the United States, Japan, Britain, 
Scandinavia. West Germany, and Israel. Richard 
Rose examines the state’s contribution to total wel- 
fare in society. Nathan f.lazcr descrilies features 
of sixial policy in the United States. Naomi Maruo 
deals with the development of the welfare mix in 
Japan. Rose discusses the dynamics of social policy 
in Britain. Erik Allardt discusses the civic concep- 
tion of the welfare state in Scandinavia. Wolfgang 
Zapf looks at the development and structure of 
the West German welfare system. Shinuel Eisen- 
stadt examines welfare ill Israel. Yukio Noguchi 
discusses the Japanese experience with |ieiiskms. 
Hei Shiratori considers the future of the welfare 
state. Rose is Director of the Centre for the Study 
of Public Policy at the University of Strathclyde, 
Glasgow'. Shiratori is Professor of Government at 
the University of Essex and ut Dokkyo University. 
Japan. Index. 

Uniteu Nations Defahtmknt of International 
Economic; and Social Afkaims. Activities for the 
advancement of women: Equality, development 
and peace. Report of Jean Femaud-lMurvnt. Spe- 
cial Rapporteur on the suppression of the traffic 
in persons and the exploitation of the prostitution 
of others. New York; United Nations, 1985. Pp. 
69. *10.50, paper. ISBN 92-1-130107-6. 

JEL 87-0622 

Synthesis of surveys and studies, including those 
done by the U.N. and other organizations since 
1949, on the traffic in persons and exploitation of 
the prostitution of women and children. Descrilies 
the world of prostitution and slavery to which 
women and children are subjected a* well as its 
international networks. Examines some national 
policies and offers suggestions for national policy 
and international cooperation to U.N. member 
states. Proposes a program of action aimed at pre- 
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venting prostitution, rehabilitating those engaged 
in prostitution, repressing the tndfic in persons, 
preventing and treating venereal disease, and orga- 
nizing global programs. Annexes contain support- 
ing U.N. documentation and other documentation 
and report. Also available in French. Hussian, and 
Spanish. Bibliography'; no index. 

Sec also: Book Numbers JEL 87-0392, 87-0454, 
87-0490, 87-0543, 87-0584, 87-0585. 
617-0589, 87-0595, 87-0605, 87-0612. 
87-0618, 87-0622. 87-0625 

920 Consumer Economics 

Capps, Ohal, Jh. ano Senauer, Benjamin, cds. Food 
demand analysis: Implications for future consump- 
tion. Blacksburg: Virginia Polytechnic Institute and 
State University. Department of Agricultural Eco- 
nomics. 1986. Pp. xii, 292. Pa|K-r. 

JEL 87-0621 

Fourteen pajiers deal with analysis of demand 
for food, emphasizing the implications for future 
consumption; sjMinsored by Southern Kcgiotial lie- 
search Project S-165 and the Farm Foundation. 
Papers discuss topics such as market demand sys- 
tems. the implications for demand projections ol 
the gloltal Itchuvior of demand elasticities for food, 
U.S. household food expenditure puttems. aggre- 
gate food ex|ienditure projections, factors affecting 
food consumption, the structure oi the demand 
for food, and demographic factors affecting food 
consumption. Papers also discuss the demand fiir 
liarticular final groups uud commodities, such as 
lieef, citrus juices, anil convenience finals and non- 
conveuicuce finals, emphasizing demand specifica- 
tions, model desekipinent. ami empirical results, 
and examine s|N>cific demand analysis issues, sig- 
nificant from lioth a methodological and empirical 
IH-rspectivc. Tlie contributors are mainly econo- 
mists. Capps is in the Department of Agricultural 
F.eonomics at Texas A&M. Senauer is in the De- 
partment of Agriculture and Applied Kcnuomics 
at the University of Minnesota. Index. 

Karl, Peter. Ufestylc economics. Consumer Iteliac- 
ior in a turltulmt world. New Vork: St. Martin s 
Press, 1986. Pp. xiii. 314. $29 95 ISBN 0-312- 
48585-9. JEL 87-0624 

Outline of behavioral economics— an analysis ol 
the economics of consumer lieliuvior. Discusses 
tlie relationship lie tween various segments of or- 
thodox economics and the economics of consumer 
behavior. Explores similarities between the la-lias ■ 
for of households ami firms. Employs |>ersonaJ con- 
struct theory to focus on turbulence ami strategic 
aspects of choice and analyzes the formation and 
evolution of expectations. Examines the process 


of choice in the context of complexity and uncer- 
tainty. Discusses noncompensatory choices in ret- 
rospect and prospect and tlie nature of choice rules 
and the competitive process. Karl is l/ecturer in 
Economics at the University of Tasmania. Biblaig- 
raphy; index. 

Hewlett, Sylvia Ann; Illiiman. Aijck S. ano 
Sweeney, John J., eds. Family and work; Bridging 
the nap. Cambridge, Mass. : Harper and How. Bal- 
linger. 1986. Pp. xiv. 218. $29.95. ISBN 0-88730- 
066-9. JEL 87-062.5 

Eighteen essays address the problems associated 
with the changing economic and social environ- 
ment that has witnessed a transformation in the 
relationships lietween the workplace and the tradi- 
tional family structure. Essays are based on a proj- 
ect and conference sponsored by the Kconomic 
Policy Council (EPC) of the I’niti-d Nations Associ- 
ation of the United States. Expands on an earlier 
publication. Work and Family in tlie United States 
A Foliry Initiative, (1985). Papers wiser a broad 
range of topics, among them: government and fam- 
ily |Milicy; the role of collective liargaining in the 
determination of family policy, the origins, prog- 
ress. and future of the Swedish family polics . child 
care in France, a description of the status of child 
care, how the United States coni|iaics in mater- 
nity. paternity, and parenting policies, early child- 
hood education and the public schools, the ethics 
of a public- preschool, federal child and famib pro- 
grams: why progress has l» > 
efitsand assistance ' 
earnings diHereol I 
lessons lor the l • 
as a Tamils issue 
jiiirents. and the l 
woman The com > 
agenda for the I 
mainly social scientc-is. 
officials, union offic iab ami ; 

cialists. Hewlett is Nice President lor Economic 
Studies at the Unitc-d Nations Association ol the 
United Slates, llchman is President ol Sarah Law 
rence College, and Sweem-\ is President ol the 
Service Employees liitemathma] Union. Index. 

Imii-iTo. Pai ijnk M. ami Sc.iikh man. Dssih T , 
eds. Empirical approaches to consumer protection 
economics. Proceedings of a conference sfHinsorvd 
by the Hurra u of F.romnnirs. Federal Trade Com- 
mission, April 26-27. 19S4. Washington. D.C 
Federal Trade Commission. 1986. Pp. u. 484. Pa- 
pcr. JEL 87-0626 

Thirteen pape-rs, plus comments and opening 
remarks, presented at a Federal Trade Commission 
Conference, which had two goals: (I) highlighting 
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the paucity of empirical research examining con- 
sumer information and theories and (2) bringing 
together economists with varied interests in policy 
and the economics of information. An introductory 
paper reviews the status of economics of informa- 
tion literature relating to consumer protection is- 
sues such as liability rules, deception, minimum 
quality standards, and fraud. The volume is orga- 
nised in four sections: quality issues, advertising, 
experimental studies, and econometric studies. 
Specific papers deal with housing quality, warranty 
provisions on used cars, advertising and consumer 
learning, quality uncertainty, warranty coverage 
and dispute resolution, product recalls, consumer 
shopping behavior in the retail coffee market, and 
government policy and the cigarette industry, Ip- 
polito is Assistant Director for Industry' Analysis. 
Bureau of Economics. Federal Trade Commission. 
Schefhnan is Acting Director and Deputy Director 
for Competition and Antitrust of the same agency. 
No index. 

Taylor, Jefkhei R. and Hahdke, Kahen A. Con- 
sumer demand in China: A statistical fact hook. 
Westview Special Studies on China. Boulder and 
London: Westview Press. 1986. Pp. xxii. 187. Pa- 
per. ISBN 0-8133-7310-7. JEL 87-0627 

A fact book about the nature and characteristics 
of consumer demand in China. Part 1 presents 
an overview of income and consumption patterns. 
Provides information regarding urban-rural and 
provincial patterns of income and expenditure as 
well as a detailed consumer profile. Part 2 contains 
statistical tables providing national and provincial 
data on income and wages, expenditure disaggre- 
gated into general categories, consumption of in- 
dividual commodities, retail sales, ownership of 
durable goods, and housing as well as data on price 
indexes and exchange rates. The authors arc associ- 
ated with the U.S. Bureau of the Census. Bibliog- 
raphy: no index. 

See also Book Numbers JEL 87-0360. 87-0361, 
87-0617 

830 Cuban Economics 

Taylor, Ralph B., ed. Urban neighborhoods: Re- 
search and policy. New York and London: Praeger, 
1966. Pp. xiv, 3%. $35.00. ISBN 0-275-92017-8. 

t » JEL 87-0628 

Eleven essay*; explore the relationship between 
neighborhood research and policy. Two papers 
consider the accomplishments and the limitations 
of neighborhood planning in the United States, 
and the promise and reality of neighborhood-based 
participation in planning process. One paper 
examines infbrnufnjucial control and crime preven- 
tion in modem urban neighborhoods. Two papers 
w 


explore issues ]x*rtuining to neighlxirhtxxl econom- 
ies: housing prices and neighlxirhood characteris- 
tic*. and the role of the small commercial center 
in the urlxun neighlxirhood. Three pupers arc case 
studies of neighhorluxid improvement projects; 
they focus on the appropriate roles of the planner 
and community in small-scale improvement and 
development efforts, roles for research and the re- 
searcher in neighlxirhood development, and Inter- 
vention to enable neighlxirhood mobilization. 
Three studies consider neighlxirhtxxl fabric and 
viability: they discuss the use of research to build 
stronger neighborhoods, some empirical ixittcrns 
of the helping roles of ueighlxirs. and the psychoso- 
cial significance of the neighlxirlxxxl in metropoli- 
tan life. Contributors are mainly urban planning 
specialists, social scientists, and psychologists. Tay- 
lor is Assix'iate Professor. Department of Criminal 
Jnstiie. Temple University. Index. 

United Nations. Economic Commission for Ec- 
m >it. Human settlements situation in the ECE re- 
gion around 1 980. Survey prepared by the secre- 
tariat under the auspices of the Committee on 
Housing, building and Nanning. New York: 
United Nations. 1986. Pp. iv. 71. $12.50. paper. 
ISBN 92-1-116343-0. JEL 87-0629 

A description of tlie changes in human settle- 
ments in Economic Commission tor Europe (ECE) 
countries. Reviews the basic conditions underlying 
settlement development in market-economy coun- 
tries and in centrally planned economies. De- 
scrilies the process of development of settlement 
and of physical planning in individual countries 
as well as regional subgroups. Compares the devel- 
opment of housing and related infrastructure and 
services and in the* construction and building mute- 
riu) industries. No index. 

940 Regional Economics 

Bekmu.i.kh. Riciiahii M. Amhahcis. /a IK O. AND 
Khikoenhkhg. Howahii L. Regumal multipliers: 
A user handbook for the Regional Input-Output 
Modeling System (RIMS ID. Washington. D.C.: 
U.S. Department of Commerce, Bureau of Eco- 
nomic Analysis. 1986. Pp. iv, 131. Paper. 

JEL 87-0630 

A handliook of regionul output, earnings, and 
employment multipliers derivc-d from the Regional 
Input-Output Modeling System (RIMS II). Dc- 
serilies informational requirements of this system 
and presents case studies to illustrate its uses. Con- 
tains a RIMS II reading list and details of regional 
multipliers. No index. 

Walker, Norman and Ciikxnnk, David L.. eds. Fi- 
nancing economic development in the 1980s: Issues 
and trends. New York and Izmdon: Greenwood 
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Press, Prueger, 1986. Pp. xxvii, 233. $38.95. ISBN 
0-275-92 128-X. JFXtff-0S3l 

Thirteen i>a|>ors analyze the rule of local govern- 
ments in the promotion of economic development 
in the Midwest. Topics include: population trends 
in the Midwest; trends in Imsiness employment; 
the effect of business climate on employment 
growth; state practices for attracting high-tech in- 
dustry and jobs; criteria used for facility-location 
selection; the role of the state in economic develop- 
ment, cost-effective development finance; the role 
of small business in economic development; capital 
markets for public Ixirrowers, the impact of the 
I 1 resident's tax pro|X)sal on local and state govern- 
ment capital financing, the U.S. trade deficit and 
international competitiveness, fiscal federalism, 
and private- sector economic development activi- 
ties in the Chicago metropolitan area. The con- 
tributors are mainly economists. YVal/cr is Profes- 
sor of Economics at Western Illinois University. 
Cliicoiiie is Associate Professor of Agricultural Eco- 
nomics ut the University of Illinois, Urltana. Index. 

See also: Book Nuinlierx JEL 67~65.»/. 67-W56A 
Kki.atkd Distan.iNKs 

Coi KKvrn ii. I’k.thi. I’oliti cs in hard times. Compar- 
ative irs/tonses to intrnmtionn/ economic crises. 
Cornell Studies in Political Kconomy series Ithaca 
and lamdon: Cornell University i’ress. 1986. Pp. 
267. $27.50, cloth, $12.95. paper. ISBN 0 8(114 
9436-2. pbk Jh.l. 87-0612 

A comparative analysis of the response of the 
United Stall's, the United Kingdom. Prams'. Cer- 
inaiiy, and Sweden to crises in tire international 
economy. Examines the policy responses ol these 
coiiutries as well as the cliaiigiug |>utterii ol alli- 
anees among societal actors m response to tlie long 
deflation at the end ol the nineteenth centurs, the 
Creat Depression, ami the extreme instability ol 
the 1970s and 1980s. Argues that the crises led 
to the development and realignment ol coalitions 
among various economic actors and that differences 
in polu-y response arose from differences in the 
institutions that mediated the mobilization and ap- 
plication of power. Traces the changing coalitions 
over time and reviews alternative explanations of 
their content. The aiitlmr is Professor ol Political 
Science at the University of California. San Diego. 
Index. 

Hawi.ky. Amos II. Human ecology. A theoretical es- 
say. Chicago and Loudon. University of Chicago 

Pres*, 1986. Pp. viii. 168 $26 .00. cloth. $9.95 
paper. ISBN 0-226-31984-9. pbk. 

JEI. 87-063.) 

Presents an approach toward a unified theory 

of human ecology. Discusses environment. |Mipuh< 


turn, and ecosystem us the lst.sk.' components of 
ecological analysis. Explores the roneept of ecosys- 
tem change and analyzes the process of cumulative 
change thmiigh growth and evolution of the ecosys- 
tem and through cx|>ansion in time and space. Dis- 
cusses the limits to cumulative change and the rele- 
vance of human ecology for social polk*y. Hawley 
is Kenan Professor Emeritus in Sociology at the 
University of North Carolina, Chapel Hill. In- 
dex. 

Kkatixji.. Mu iiaki. and Hainsvvohtii. Pavi.. Decen- 
tralisation and change in contemftorary Fratue. 
Aldershot. England, and Brookfield. Vt.: Cower, 
1986. Pp. 143. $38 (10. ISBN 6-566415206-7. 

JEL H7-Ob-14 

Analysis of the attempt at the decentralization 
of power promoted by the French Socialists and 
presided over by Francois Mitterrand. Hesiews al- 
ternative interpretations of the structure of Frenc h 
territorial government. Presents a historical view 
of France as undergoing increased state centraliza- 
tion ami outlines the debate regarding the relation- 
ship between the slate and its citizens. Examines 
the reform attempts of piexious French govern- 
ments Traces the growth of regionalism and mi- 
crcmationalism us a background to the Socialist 
impulse toward decentralization Discusses the 
legislation and implementation of decciitrali/atiou 
since 1981 and its relationship with the lormiilatinn 
and exercise of economic policy Picscnis a piclim 
iuary assessment ot the inip.i. > ■ 1 ' * • ’ '• "■ 

on powci lelation-' 

Politics at the Une 
xsortli is lectllici 
Ulster. Bibliograple. 

Ki.irc;AAMi' Hobihi ' 
vclopingcountrii \ ' 
motion Johns Hops, 
series. Baltimore and I • 

University Press. 1986. Pp xi. Ini 424 tin IM>N 
6-80 IS- 3269-1 JEL Sf-Otx’s 

Hexiews the lustorx ol selection processes tor 
chixising educational and admmistr.itixc elites in 
the People’s Republic ol China. Examines the na- 
ture, efficiency . and impact ol different selection 
policies in developing countries. Outlines ap- 
proaches to defining the objectives of selection and 
to measuring and assessing the efhciencx ol selec- 
tion. Discusses problems of bias and underrepre- 
sentation m group selection and analyzes tlie na- 
ture of incentives created bv selectkin processes 
Presents u case sludv ol’ tlie cliaractenstks and 
effects of the acadcmk- selection process in Indone- 
sia. Klitgaurd is Associate Professor ol PuWic Policy 
in the John K. Kennedy School of Government. 
Harvard Univcrxitv . Index. 
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Kluegbl, James R. and Smith. Euirr R. Beliefs 
about inequality: Americans' views of what is and 
what outfit to be. Social Institutions and Social 
Change series. New York: Aldine de Cniyter. 
1986. Pp. x. 332. 637.95, cloth: $16.95. paper 
ISBN 0-202-30326-8. JEL 87-0636 

Reports the results of a national survey con- 
cerned with beliefs about social and economic in- 
equality. indicating the structure, determinants, 
and certain political and persona] consequences of 
these beliefs. Surveys were conducted in the sum- 
mer and fall of 1980 and covered 2,212 Americans 
over age eighteen. Examines the liasic dominant 
beliefs of Americans, specifically dealing with op- 
portunity, reasons for poverty and wealth, and 
distributive justice. Discusses popular lieliefs and 
attitudes directly related to public policy on in- 
equality. examining redistributive policies, atti- 
tudes toward affirmative action, discrimination, 
and equal rights. Concludes that most Americans 
do not believe that all is well with the workings 
of stratification and that many question the fair- 
ness of their personal opportunity and economic 
status. Kluegel is Chairman of the Department of 
Sociology at the University of Illinois. Smith is 
an Associate Professor of Psychological Sciences 
at Purdue University. Bibliography, index. 

LaSalle. J. P. The stability and control of discrete 
processes. Applied Mathematical Science series, 
no. 62. New York; Berlin; London and Tokyo: 
Springer, 1986. Pp. 150. *22.00. paper. ISBN 
0-387-96411-8. JEL 87-0637 

Discusses the stability and controllability of a 
discrete dynamical system. Considers: Liapunov's 
direct method, linear systems, computational crite- 
ria of stable matrices, stability by the linear approx- 
imation, the Jordan Canonical Form, higher order 
equations, companion matrices, algorithms for 
computing A", variation of parameters and unde- 
termined coefficients in nonhomogenenus linear 
systems, forced oscillations, systems of higher or- 
der equations, control of linear systems, stabiliza- 
tion by linear feedback, minimum energy control 
and minimum time-energy feedback control, ob- 
servability, observers, state estimation, and sta- 
bilization by dynamic feedback. Sections contain 
exercises, theorems, propositions, proofs, and ex- 
amples. Index. 

Nevitte, Neil and Kennedy, Ciiahles H.. eds. Eth- 
nic preference and public policy in developing 
states. Boulder, Colo,: Rienner, 1986. Pp. lx, 203. 
$25.00. ISBN 0-831477-89-1. JEL 87-0638 
Seven papers presented at ■ panel organized for 
the annual meeting ef the American Political Sci- 
ence Association in Washington, D.C., in Septem- 


ber 1984. Papers examine how policies of ethnic 
preference work to affect communal conflict in de- 
veloping states and consider the origins, imple- 
mentation. and consequences of such policies in 
Africa, Pakistan, Malaysia. Sri Lanka, and Guyana. 
Two recurrent themes, according to the editors, 
are the significance of the bureaucracy and of post- 
secondary education as the institutional sites of 
preferential policy 1 rattles and the relationship 
between the colonial experience and postcolonial 
|x>licies of ethnic preference. Omtributors are 
Donald Kothchild, Gordon P. Means, K. S. Milne, 
Robert Oberst, Ralph H. Prenidas, and the editors. 
Nevitte is Associate Professor of Political Science, 
University of Calgary. Kennedy is Assistant Profes- 
sor of Politics. Wake Forest University. Index. 

Scott, W. Kiciiahd. Organisations: Rational, natu- 
ral and often systems. Second edition. Englewood 
Cliffs. N.J.: Prentice- Hall, [19811 1987. Pp. xvii. 
377. ISBN 0-13-641820-1. JEL 87-6639 

Surveys and evaluates the rapidly developing so- 
ciological approach to organizations. The first |urt 
is an iutnxluction to organizations and examines 
the practical and theoretical lienefits derived from 
a Ix'ttcr understanding of the subject. Part 2 exam- 
ines organizations as rational, natural, and open 
systems in detail and ends with an attempt at inte- 
grating the perspectives. Part 3 deals with the ways 
in which organizations relate to their environments 
and the determinants of organizational structure. 
Raises the question of why organizations exist und 
how they are created. Also descriltes sources of 
structural complexity. The lust part examines orga- 
nizations and their relationships with society, em- 
phasizing problems assix-iuted with their operation 
and growth. Scott is Professor of Sociology at Stan- 
ford University. Naim' and subject indexes. 

Tannkh, Daniel and Tanneh, I-achki. Siifiervision 
in Education: Problems and practices. New York. 
Macmillan, lamdou: Collier Macmillan. 1987. Pp. 
xvii, 565. $24.00. ISBN 0-02-4 18950-2. 

JEL 87-0640 

Textbook focusing on educational supervision as 
a problem-solving pnxx'ss. The first part descrilies 
the emerging field of educational supervision, em- 
phasizing its evolution and professionalization 
trend. Part 2 is concerned with the framework and 
functions of educational supervision, focusing on 
the administrative organization of supervision and 
supervisory roles. The next part examines the the- 
ory and practice of educational supervision, partic- 
ularly the etokigy of the school, the climate for 
supervision, models of supervision, supervision 
and teacher effectiveness, and common classroom 
problems. Part 4 examines the knees and sources 
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for educational improvement, describing the emer- 
gence of reform movement!,. The next part deals 
with curriculum design and development, discuss- 
ing what the sujicrvisor should know alxmt the 
currk'ultiin. Provides sj>eeific illustrations. The last 
part targets faculty development and school im- 
provement. Kuch chapter contains a summary and 
problems lor study uud discussion. Daniel Tanner 
is ut Rutgers University, and laiurel Tanner is at 
Temple University. Name and subject indexes. 

Whiciit, Gkhai.dC., Jh.; Hikski.hm.ii, la-.inn N. and 
I)oi>o, I-awhkni.k Cl., eds. Congress and / lolict / 
change. New York: Aguthou Press. 19K(i. Pp. xu. 
292 932.00, cloth. $15. (Ml, paper. ISBN <f-K75Sf>- 
077 \, pbk. Jill. H7 mil 

Ten essays alxmt congressional policv making, 
particularly processes by which congressional |xil- 
icy changes or docs not. mdicaiing how Congress 
has liccu IhiIIi a |Milicy initiator ami a icsistci Di- 
vided into five parts, a theory ol <oiigressioii.il 
cliange. the electoral sources of |xilic> changes in 
Congress, the learning process in |Kihcy making 
and adjustment, leadership, rules, and the |xiliey 
process, and u conclusion. Authors are mainly |«iht- 
ical scientists. Wright and Rieselhaeh ate in the 
Political Science Department as Associate Proles 
sor and Professor, icspcctivciv. at Indiana Univer- 
sity. Dodd is Proles vir of Political Science at the 
University of Colorado. Author index. 

Nnw JoCRXCI.X 

Annates d F.eontnnit ‘ el tic Statistii/iii 

(Quarterly publication of original theoictical re- 
search in economies, «*ciin<iiiietri<'s. and statistics, 
this journal is the successor to Annates tTlXSEE 
and is edited by I'lNSKK The |aniiary-Mareli 
19S6 issue (no. I) is devoted to iiidustiia! cconoiu- 
k-s. It contains articles on the existem-e ot a t !mir- 
not e<|uihliriuiii in a pirtial ei|iiihbriuin fraiiicvvoi k, 
formalization ol the notion ol burners to mobihtx 
uud (xnn|M'titiou m a duo|Hih within the context 
of game theory, rationing, rational expectations, 
and Stackrllicrg equilibria, the deteriiunatum ol 
gravel extraction and agneultur.il output paths in 
a competitive market system, a nuimativc thews 
of state-firms contracts, the logic ol the sx stein ol 
(Minuses ami {tenuities in auto insurance, price com 
petition and product variety. and the application 
of the prmci|Nii-dgeut approach to the relation- 
ships Itctween pnxlmvn and retailers. In French 
with Kngluih summaries. Annual subscription, in 
France: Fr 320.00 paper, Fr 7-1 00 microfiche, 
other « hi ntriex: 955.00. paper. $15.00, microfiche. 
For information, write to. Annales d'Kconomie et 
de Slatiutkpio. CNGP-INSKK. II P no. 27 IK. 
K0027 Amiens Cedes. France 


F.cmunnla delle Sceltc Publdichc (Journal of Public 
Finance and Public Choice) 

Published three times a year. The January' 19S5 
issue (Vol. 3, no. 1) contains five articles, three 
in Knglish and two in Italian. Topics include: an 
approach to deciding Itow much should lie given 
to the floor, opportunity cost, sunk tost, and entre 
preneurial choice. U.S. economic policy and the 
level of the dollar, the public financing of perform- 
ing arts, and the political iixiuoiiiy of pressure 
groups. Articles in Italian have abstracts in Knglish 
and vice versa. Also contains I took reviews, cur- 
rent news, and citations of recent economic pub- 
lications. Subscription rates. $12.90. individuals. 
$15.00. instituthms. add $4 00 for overseas suli- 
scriliers. Single issue: $fi (K). For information, write 
to: Francesco (iiannini and Figli. S.p \ . via fus- 
tcina dell Olio H-B, S0I34 Naples. Italy. 

Finance 

Published in June and December by the French 
Association ol Finamt- lor the purpose of present- 
ing research pertaining to national and interna- 
tional financial and moncturx markets as well as 
financial as)X-cts ol enterprises and financial mter- 
mediaiics. Articles are either in French or Knglish 
with xiinnnunex in both languages The June ISKfs 
issue <Vol. 7. no. 1) consists of five articles and a 
honk review section Two of the articles, in F.n- 
glisli. examine the impact of eipiitv in bank port 
folios and characteristics ot finam nil ratios in the 
French ixirpoiate sectoi. Topics ol the othei arti- 
cles arc testing tin- arbitrage prn mg theorv with 
data from the Pails Mu, k I 
pricing of sugar Into 
moditv Kxehangi 
on the Paris Slix k < 

Fr 330 in Fiaim 
Presses Unix ei sit , 
ih-s Revues. 12. i 
i45-2B-22'. ( VP I • 

International Economic /nm 

Published <|iiartcrly in l-.aglish bv the hoica In 
ternaliou.il Kcononiic \svx-iation Tin* Spring 19S7 
issue (Vol 1. no. 1 1 < ontains eight aiticlcs, a jvohti- 
cal-ccxninmv-thcoretu analvsis ol vohmtarv exjxirt 
icsti let ions, (/if ir/ )>ro t/ti o direct foreign invest- 
ment. and voluntary impoit e\|MUsnnis. the protiv- 
live effects ol discriminatory nuantitativ i- restric- 
tions. a case studs ol South Korea, loeusmg on 
concentration and earnings, pnee and inventory 
dvnainies ol pmnarx cxnuniiMlitics. aggregation and 
the endogeneity problem, market structure, ixinv 
prtitimi. and welfare change due to technological 
innovations, intraindustry tiade in the Pacific Ba- 
sin: and an empirical analvsis of the devekipoig 
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Journal oj Economic Literature 


countries' case regarding real exchange rate vari- 
ability. Annual subscription: individuals, uoninem- 
bers $30.00; members $15.00; institutions, $40.00. 
Write to: Professor Wontack Hong. Department 
of International Economics, College of Social Sci- 
ences. Seoul University. Seoul 151. South Korea. 

International Trade Journal 

Quarterly publication of the institute of interna- 
rional Trade, Laredo State University. provides u 
(orum for the scholarly exchange of research find- 
ings and significant conceptual or theoretical con- 
tributions to the field. The Fall 1986 issue (Vol. 
1, no. 1) contains five articles on: exchange rates 
and foreign trade: bilateral trade Hows, interna- 
tional joint ventures and the U S. auto industry; 
determinants and consequences of across-the- 
liourd trade restrictions in the U.S. economy; and 
the choice of appropriate technology in a general 
equilibrium model. Also includes lionk reviews. 
Annual subscriptions: $25.00. individuals. $35. 00. 
institutions; $10.00. single issue. (Add $6.00 out- 
side North America. ) Write to: Intenuttioiuil Trade 
Journal. Laredo State University. Laredo, Texas 
78040. (ISSN 0885,09081 

Journal of Applied Business Research 

Published three times a year every (all. winter, 
and spring. The Fall 1986 issue (Vol. 4) contains 
twelve articles covering: accounting (dollar unit 
sampling, the rule of 78’s, and implication of the 
relationship of budgeting and accounting for public 
policy); communications (the challenge of being po- 
litically effective); finance (prospective payments 
and medical costs, effect of the Tax Reform Act of 
1986 on U.S. manufacturing corporations, the sep- 
arability of real and financial decisions of a firm, 
and corporate motives in bond refunding and call- 
ing): economics (export behavior of domestic and 
transnational firms in Brazilian manufacturing and 
labor self-management's consistency with Bawls’ 
ethical criteria); law (new dimensions in liability 
related to corporate insider trading); and marketing 
(interest rate variations for automobile loans in 
large cities). Annual subscription: $20.00 for indi- 
viduals; $60. 00 for institutions; add $10.00 outside 
the United States and Canada. Write to: Professor 
Ronald C. Clute, University of Wyoming, College 
of Commerce and Industry, 3810 Reynolds, Lara- 
mie, Wyoming 82070. 


Journal of Voluntary Action Research; Studies of 
Volunteering, Citizen Participation, Philanthropy, 
and Nonprofit Organization* 

Quarterly publication of the Association of Vol- 
Action Scholars reports research on all as- 


pects of voluntary action. The January-Murch 1986 
issue (Vol. 15, no. 1) includes six articles us well 
as research notes and la>ok reviews. Topies of ar- 
ticles include: the use of eonllict management Ih‘- 
haviors in voluntary' organizations, understanding 
organizational commitment for volunteers, inter- 
organizationul conflict. Mexican voluntary Associ- 
ations. black |>urticiputi<m in voluntary organiza- 
tions. and leadership characteristics of 4-H leaders. 
For information write to: Association of Volun- 
tary' Action Scholars, S-2II Henderson Human 
Development Building, Pennsylvania State Uni- 
versity, University Park. Pa. 16802. (ISSN 0094- 
0607) 


L-cturas tic Ectmotnia 

Published three times a year in S|>uiii.sh by the 
Economics Department of the University of Anti- 
oquia. Medellin. Colombia. Purpose is to present 
papers on different topics in economics and general 
articles on the social sciences. The January- April 
1986 issue (No. 19) contains articles on: Karl Marx, 
the financial problems of electricity shojtages in 
Colombia: the transition of socialism in small open 
economies, the case of Nicaragua, urliun modeling 
of Medellin, regionalism, the Keynesian-monetar- 
ist delrate; the |M-a.saut economy; and recent devel- 
opments in applied econometrics. Also contains a 
panel discussion on the general outlook and |Xilicy 
of the Colombian economy, as well as several Ixxik 
reviews. Includes English summaries. Annual sub- 
scription. Cul$ 1.500 for individuals and Col$12(X) 
for students, in Colombia; $.30.00 in the lluited 
•States Write to: la-ct liras de Economia, Facultad 
dc Cienciux Econoinicas. Unive rsidud De Anti- 
oquiu. Apurtado acrid 1226. Medellin. Colombia. 
(ISSN 0120.9596) 


IMeratura Economica 

Publication of the Institiito dc Planejamcnto 
Ecnnomk-o e Social (II'EA); entirely in Portuguese. 
The annual subscription includes tlm-e regular is- 
sues published in February, June, and October, 
which present papers on different topics in eco- 
nomics as well as inforinatkm on current research 
in Brazil, and six supplements that ineltide ab- 
stracts of selected Brazilian and foreign economic 
journals. The February 1986 issue (Vol. 8, no. 1) 
includes translatkms of two articles written by 
James Tobin. Shorter papers discuss the contribu- 
tions of Kk-hard Stone to economies and of Igmk'io 
M. Rangel to Brazilian economic thought. No En- 
glish summaries. Annual subscriptkm: Cz450,00. 
Write to: IPEA — Servian Editorial, Av. Pres. An- 
trtnki Carlos. 51/ 13, undar, Caixa Postal 2672, 20 
020, Rio de Janeiro, Brazil. 
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Maandschrift Economic: T\Jdschrift voor A I tic - 
meen-en Sociaal-econotnischc Vraa&itukken 

Issued six times a year, this Dutch-language jour- 
nal has been published for over 50 years. Volume 
50, no. 2 (1987) contains five articles, an editorial 
comment, and book reviews. Articles refer to: gov- 
ernment popularity (unctions (I,. (’. M. Peeper- 
korn and T. to. M. Stecnkamp), the Stalicx system 
(L. Bertage and J. Schockoert), earnings differen- 
tials among men and women in the Netherlands 
(J. J. Schippers and J. J. Siegers), trade modeling 
(S. Hrukinan), and discouraged workers and addi- 
tional workers effects (\V. J. M. L. Wong Moeuw 
King). No English summaries. Annual subscrip- 
tions: Dfi 90.00. single issues, Dfi 19.50. students, 
20 percent discount. Write to: Maandschrift Econ- 
omic, l.ihrcsso bv, postbus 23, 7-400 CiA Deven- 
ter, the Nctlierlands. (ISSN 0013-0486) 

North Central Journal of Anricultural Economics 
Semi-annual publication sponsored by the North 
Ceutrul Committee (NCA-12), which is comprised 
of heads of departments oi agricultural economics 
of the laud grant universities in thirteen states. 
Its piir]>ose is to coiiiliiunicate information alxmt 
empirical work in agricultural economics to profes- 
sionals engaged in agricultural extension, teaching, 
and research. Emphasis is on the north central 
region of the United States. "Hie July 1986 issue 
(Vol. 8. no. 2) contains twelve ai tides Topics in- 
clude: projecting adoption rates of new biotechnol- 
ogy products, the market lor ugricultnial econo- 
mists, cash versus accrual measures of farm 
income, basic economies of an e\|K>rt Ixiniis 
scheme, tin- interyear effect ol routine marketing 
on farm income and utility, the elici t oi farm finan- 
cial stress on off-farm work behavior, a structural 
analysis of farm machinery demand in the United 
States, management strategies for controlling the 
soybean cyst nematode, price impacts associated 
with the closing of hog slaughtering plants, and 
soil management decisions. Annual subscription: 
$10. 00 lor each volume, arid $4.00 per volume out- 
side the U.S., make checks payable to- Purdue 


University. Write to: Dr. Lee F. Schrader, Editor, 
NCJAE, Department of Agricultural Economics. 
Purdue University, West laifavette, Indiana 47907. 

Quadcmi Hardi di Ecumnnia 

Published four times a year by the Bank of Sar- 
dinia. The first issue of 1986 (Vol. 16. no. 1) con- 
tains four articles. Topics are: reform of the 1936 
Italian banking law versus adjustment of (tanking 
legislation, the theory of effective protection and 
its empirical relevance for tin* Italian industrial sys- 
tem; the question of whether the designation oi 
Sardinia as a Free Port Zone will result in reduced 
regional unemployment and economic growth, and 
the development of a regional policy ol agricultural 
structures. All articles are in Italian, with English 
summaries. Also includes several Ixxik reviews 
For information, wnte to: Bank of Sardinia, stale 
Umlx-rto 36. 07100 Sassari. Sardinia. (ISSN 0391- 
8394) 

/let is to I Mtinoamericnua dr Historia Econoniica y 
SmHal. Ilistoria y Economia cn America iMtina 
Semiannual publication (in Spanish) of the Cen- 
tro I atinoainencano de Historia Economic.! \ So- 
cial, Lima. Peru. Contains papers analyzing Latin 
American economic and social lustorv Issue no 
5 (1st semester. 19851 contains four articles on rural 
lalxir markets in Peru, the state ol the art ol eco- 
nomic thought in Latin V ■ -t 

uf scientific res< .n • ’ 
and the living 
the turn of the 
contains resear. I- 
petty coininodiiv 
economic lustin' 

No English mu. 

$3<l.tX> (institution- 
United States and Kni..| . 

in laitin America Write to < eutro I a! 1 -- m i. 
cano de Historia Economic.! v Social. Apartado 
Postal 31058. Administrar ton Postal Ingenieria. 
Luna 31. Peru. 


Editor's Note 
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Accounting Review. Vol. 62. No. 1. January 1967 

Abdolmohammadi, M. and Wright. A. 
An Examination of the Effects of Experience 
and Task Complexity on Audit Judgments. 
Beaver, W. H. The Properties of Sequential 
Regressions with Multiple Explanatory Vari- 
able*. 

Berry, L. E.; Harwood, C. B. and Katz, 
J. L. Performance of Auditing Procedures 
by Governmental Auditors: Some Preliminary 
Evidence. 

Burgstahlcr, D. Inference from Empirical lie- 
search. 

Collins, F.; Munter, P. and Finn, D. W. 

The Budgeting (James People Play. 

Conroy, R. M. and Hughes. J. S. Delegated 
Information Gathering Decisions. 

Francis. J. R. and Simon. D. T. A Test of 
Audit Pricing in the Small-Client Segment of 
the U.S. Audit Market. 

Hughes, J. S. and Ricks, W. E. Associations 
between Forecast Errors and Excess Returns 
Near to Earnings Announcements. 

Ingram, R. W. and Petersen, R. J. An Evalu- 
ation of AICPA Tests for Predicting the Per- 
formance of Accounting Majors. 

Jacobs, F. H. apd Marshall, R. M. A Recipro- 
cal Service Cost Approximation. 

Mear, R. and Firth, M. Cue Usage and Self- 
insight of Financial Analysts. 

Nichols, D. R. A Model of Auditors' Prelimi- 
nary Evaluations of Internal Control from Au- 
dit Data. 

Shriver, K. A. An Empirical Examination of 
the Potential Measurement Error in Current 
Cost Data. 

Steinbart, P. J. The Construction of a Rule- 
Based Expert System as a Method for Study- 
ing Materiality Judgments. 

S wenson, C. W. An Analysis of ACRS during 
Jgtj^htionary Periods. 

"W* 

L'A^titt Economique, Vol. 62, No. 1, March 

Bjjhurd, J.-T.; Lessard, F. and Thivierge, S. 
fclfi demande d*6nergie du secteur commercial 
dtideAc ois. (The Energy Demand of the Com- 
ujprrrial Sector in Quebec. With English sum- 

'ifay-) 

Dagna, C.; Grenier, G. and Bldard, M. 


Repartition du rrvciiii se Ion le sexe dans qna- 
tre agglomerations urlxuiics du Canada: Ex- 
emple d application de donntVs des declara- 
tions de reveniis des |iarticulicrs. (An Analysis 
of Income Distribution by Sex in Four Cana- 
dian Metropolitan Areas. Using Personal In- 
come Tax Records. With English summary.) 

Garcia, R. lat theorie economique de I'infor- 
mutioo: expose svnthetique de la litteruturc. 
(The Economic Theory of Information: A Syn- 
thesis of the Literature. With English sum- 
mary. I 

Cuay, R. und Ruynuuld, J. L’hypotliosc du 
revenu permanent avee attentes rationm-lles: 
line evaluation econnmetrique eanadienne. 
(The Rutional Expectations- Permanent In- 
come Hypothesis: A Canadian Ecsiuometrie 
Evaluation. With English sitiniuary.) 

Phancuf, I.. Appmehe dequilibre general sto- 
ehastique du eyele economique: problemes et 
realisations. (The Stochastic ( ienerul Equilib- 
rium Approacb to Business Cycles: Results 
and Problems. With English summary.) 

Rodrique, A. lai coiitribiitioil de rumeliora- 
tion du bien-ctrc an processus de crnis sauce 
dans les jwys en <lcvel<»pi>eiiieiit. ('Die Contri- 
bution of Welfare to Economic Growth. With 
English summary.) 

African Economic History. Vol. 14, 1985 

Becker, G. Notes sur les conditions inologi- 
ques en Senegainbie aux IT 1 ’ el 18' sieeles. 

Booth, A. R. Homestead, State, and Migrant 
laihor in Colonial Swaziland. 

Christelow, A. Slavery in Kano, 191.3-1914: 
Evidence from the Judicial Records. 

Clarence-Smith, C. Business Empires in An- 
gola under Salazar. 1930-1961. 

Isaacman, A. Chiefs, Rural Differentiation 
and Peasant Protest: The Mozambican Forced 
Cotton Regime 1938-1961. 

Oroge, E. A. lwofii: An Historical Survey of 
the Yoriilm Institution of Indenture. 

Wright, M. Iron and Regional History: Report 
on a Research Project in Southwestern Tanza- 
nia. 

Agricultural Economic! Research, Vol. 38, No. 
4, Faff 1986 

Shoemaker, R. and Somwaru, A. Total Factor 
Productivity and Sources of Growth in the 
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Dairy Sector. 

Smallwood, D. M. and Blaylock, J. R. 

Forecasting Performance of Models Using the 
Box-Cox Transformation. 

Twee ten, L. A Note on Explaining Farmland 
Price Changes in the Seventies and Eighties: 
Research Review. 

American Historical Review, Vol. 91, No. 5, 
December 1986 

Briggs, J. W. Fertility and Cultural Change 
among Families in Italy and America. 

American Journal of Agricultural Economics, 
Vol. 68, No. 3, August 1986 

• Anderson, L. C. and Lee, D. R. Optimal 

Governing Instrument, Operation level, and 
Enforcement in Natural Resource Regulation. 
The Case of the Fishery. 

■ Beiiock, R. P.; Polopoius, L. C. and Correal, 
M. Hanking of Agricultural Economics De- 
partment liy Citations. 

• Berck, P. and Levy, A. The Costs of Equal 

Iaind Distribution: The Case of the Israeli 
Moshavim. 

Boisvert, R. N. A General Measure of Output- 
Variable Input Demand Elasticities: Com- 
ment. 

• Braverman, A. and Stiglitz, J. E. Cost-Shar- 

ing Arrangements under Sharecropping. 
Monti Hazard. Incentive Flexibility, and 
Risk. 

• Buccola, S. T. and McGarl. B. A. Small-Sam- 

ple Evaluation of Mean- Variance Pi eduction 
Function Estimators. 

• Byerlce, D. and Hesse de Polanco, E. 

Fanners' Stepwise Adoption oi Technological 
Packages: Evidence from the Mexican Alti- 
plano. 

• Cm pal bo, S. M. and Denny, M. G. S. Testing 

Ding-run Productivity Models for the Cana- 
dian and U.S. Agricultural Sectors. 

• Col lender, R. N. and Chaifont, J. A. An Al- 

ternative Approach to Divisions under Uncer- 
tainty Using the Empirical Moment-Generat- 
ing Function. 

• Garrod, P. V. and Roberts, R. K. Prices as 

Proxies for Prices. 

• Karp, L.; Sadeh, A. and Griffin, W. L. 

Cycles in Agricultural Production: Tin’ (.use 
of Aquaculture. 

• Keafy, M. J. and Bishop, R. C. Tlieoretieal 

and Empirical Specifications Issues in I ravel 
Cost Demand Studies. 

Kiker, C. and Lynne, C. An Economic Minlel 
of Soil Conservation; Cmmnent. 

• Kinnucan, H. and Forker, O. D. Seasonality 

in the Consumer Response to Milk Advertis- 


ing with Implications for Milk Promotion Pol- 
ity. 

• LaFrance, J. T. The Structure of Constant 
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Djojohadikusuino, S. Hi-collcctions of My ( Ca- 
reer. 

I.ukmnn, N. and McGlinchey. J. Nl. The In- 
donesian Petroleum Industry Curmit Piob- 
leuis and F'ulitre Prospects 

Ma/unidar, D. and Suwit, M. II. Trends in 
Kural M ages. West Java, 1977- S3 

Rietveld, P. N oii-agrieiiltnial Activities ami 
Income Distribution in Kural Java 

Sundrum, R. M. Indonesia s Rapid Kmnouiit 
(Growth: 1988-81. 

Business Economics, Vol. 22, No. I, January I9S7 

Boss, E. II., Jr. lias the (G row til ill ( uir|H>rule 
Debt la*d to Increased Risky 

Cooper, K. M. Real Interest Rates: The I'n- 
ptizzic. 

Keen, II., Jr. Economists ami Their F'ore- 
easts: Have tb<* I’rojiftions Been That Rady 

Kumagui, N. Tlie Outlook lor lnteriiatioii.il 
Trade Relations. 

laungruber, A. (G. Ni’vs Directions in I.DC 
Drbt. 

levy, M. D. Corporate Profits and the U.S, 
Dollar F'.xchangc Rate 

McCracken, P. W. Reluctant to Prosper. 

Munroc, T. The Business Economist at Work- 
Tlie Pacific (Gas & Filer-trie Company. 

Reilly, B. J. and DiAngelo, J. A.. Jr. The lu- 
teniatioimlizeri Envimm«u*i»l of Business. 

Van Dyke, D. T. Will Debt Overwhelm the 
Consumer? 


Whitman, M. v. New Directions for the Busi- 
ness Economist. 

Business History Review, Vol. 60, No. 2, Summer 
1986 

Fones-Wolf, E. industrial Hecreation, the 
Second World War, and thi* Revival of Wel- 
fare Capitalism, 1934-1960. 

(George, P. and Swordcn, P. The Courts and 
the Development of Trade in Upper Canada, 
1830-1860. 

Rogers, R. R. The Kress Library of Business 
am! Fieonomies. 

Trimble, W. F. The Naval Aircraft Factory, 
the American Aviation Industry, and Govern- 
ment Competition, 1919-1928. 

Wilkins. M. Japanese Multinational Enter- 
prise In-fore 1914, 

Cahiers Eeonomiques de Bruxelles, No. 112, 4th 
Trimester 1986 

Bayar, A. L’impot stir le revnu elargi: Analyse 
thcorique et etude quantitative pour la 
Belgique. (With Knelish summary. I 
(Ginshurgh, V.; Pcrelman, S. and Pcstieuu. P. 
la-s prestations des salaries en heures sup- 
plement.iires Result. Us dune enquete. (With 
Knglisli siiininary. ) 

Sckkat, K. Inflation et Mounaie en Belgique: 
unt* analyse de cans, ilite ‘With F'mdislt mihi- 
marv . 1 

Van dc Voordc 

vvegvcrvocr. 

Cambridge Joiirn.-' 

3, Scptcnibci 

Aspromourgos. I 

'Neoclassical 

Bosch. G. The Dispui. 
of the Working Week in \\e*.( (.tin .m, 

• Deakin. S. l.iUmr I-iu and tlie Developing 

Faiiplovnient Helatiousliip in the UK 
F ureng. D. China's Price Reform. 

• (Goodwin. R. M. Swinging along the Turnpike 

with voii Neumann and Sraffa. 

• Hodgson. (G. Behind MethiMiologk-.il Individ- 

ualism. 

• Mainwaring. I.. International Trade in New 

and Used Machines. 

Canadian Journal of Agricultural Economics. 
Vol. 34. No. 3, November 1986 

Bravn-Ureta, B. E. T«*chnical FGfficiency Mea- 
sures for Dairy Farms Based on a Prolvabilistic 
Frontier Function Model. 

Bruce. G. J. and Kerr, W. A. A Proposed 
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Arbitration Mechanism to Ensure Free Trade 
in Livestock Products. 

Carter, C. A.; Loyns, R. M. A. and Ahmadi- 
Esfahani, Z. F. Varietal Licensing Stan- 
dards and Canadian Wheat Exports. 

Could, B. W. The Impacts of Prairie Branch 
Line Rehabilitation.' An Application of Inter- 
regional Input-Output Analysis. 
Groenewegen, J. R. A Perspective on Cana- 
dian Wheat Board Exports, Price Pooling, and 
West Coast Capacity Constraints. 

Haley, S. L. and Abbott, P. C. E stiuiation 
of Agricultural Production Functions on a 
World-Wide Basis. 

Hawkins, M. H. and Higgmson. N. Market- 
ing Research in the Canadian Food Retail and 
Processing Industry. 1950-1986. 

Lopex, R. A. The Use of Composite Price Ex- 
pectations in Supply Response Models. 
Safyurtlu, A. N.; Johnson, S. R. and Hassan, 
Z. A. Recent Evidence on Market Demand 
Systems for Food in Canada. 

Short, C. Reducing the Cost of the Dairy Pro- 
gram. 

Winter, C. and Gunjal, K. Computerized 
Delphi: An Application to Quota Value Deter- 
mination in the Quebec Dairy Industry’. 

Canadian Journal of Development Studies, Vol. 
7, No. 1, 1986 

Afxentiou, P. C. Tax Revenue Performance of 
Cyprus, 1960-1982. 

Charlton, M. W. The Management of Cana- 
da's Bilateral Food Aid: An Organizational 
Perspective. 

Clover, D. J. Agrarian Reform and Agro-in- 
dustry in Honduras. 

J«y«d. N. D. Research Priorities for Planning 
Water Resource Development. 

Lachance, G. La cooperation au d£veloppe- 
ment. Le point de vue des organisations non 
gouvemementales qu£b£coises. 

Lefla, A.; Yassin, E. $. and Palmer, M. 
job Satisfaction as an Indicator of Bureaucratic 
Performance in Egypt. 

Mois«St, J. Education et ddveloppement: A la 
recherche d‘un nouveau paradigme. (With 
English summary.) 

Canadian Journal of Economics, Vol. 19, No. 4, 
November 1986 

• Anderson, F. J. Valuing a Depletabie Re- 

source Endowment in an Open Economy. 

• D fae po u lo s, E. and Wooten, 1. A North- 

South Model of International justice. 

Ponoby, J. P.; Smith, W. J. and Sykes, D. 
Income Redistribution and Local Tax Pro- 
gressivity: A Reconsideration. 


• Hdliwell, J. F. Supply-Skle Macro-econom- 

ics. 

• Hettich, W. and Winer, S. L. Vertical Im- 

balance in the Fiscal Systems of Federal States. 

• Howltt, P. The Keynesian Recovery. 

• Kolstad, C. D. and Wolak, F. A. Conjectural 

Variation and the Indeterminacy of Duopolis- 
tic E<|uilibria. 

• Lee, S.-D. On the Thi'ory of an Exhaustible 

Resource Extractive Multinational Firm. 

Liu, P.-W. Lorenz Domination and Glolial 
Tax Progressivity: A Reply | Income Redistri- 
luition and lineal Tax Pmgressivity: A Recon- 
sideration]. 

Marion, N. P. and Svensson, L. E. O. 
Adjustment to Expected and Unexpected Oil 
Price Ghanges: Corrigendum. 

• Salant, D. J. Equilibrium in a Spatial Model 

of Imperfect Goiu|>etition with Sequential 
Choice of Ix>cutions and Quantities. 

• Simpson, W. Analysis of Part-Time Pay in 

Canada. 

• Smith, B. Limited Information, Money, and 

Competitive Equilibrium. 

• Ware, R. A Model of Public Enterprise with 

Entry. 

White, H. Uncertainty and Factor Proportions 
(Factor Price Uncertainty with Variable Pro- 
portions], 

• Young, L. A Note on ‘Secular Specific Capital, 

Interconnectedness ill Production, and Wel- 
fare. ’ 

Canadian Public Policy, Vol. 12, No. 3, 
September 1986 

Anderson, D. L. Marketing Arrangements for 
Western Canadian Coking Coal. 

Bernstein, J. I. The Effect of Direct and Indi- 
rect Tax Incentives on Canadian Industrial 
K&D Expenditures. 

Biger, N. and Pepe, M. F. C. The Inhibiting 
Effect of Bilateral Tax Treaties on Domestie 
Tax Incentives. 

Foot, D. K. and Li, J. C. Youth Employment 
in Canada: A Misplaced Priority? 

Haglund, D. C. Protectionism and National 
Security: The Case of Canadian Uranium Ex- 
ports to the United States. 

Hurl, L. F. Privatization of Social Services: 

Time to Move the Deimte Along. 

McLeod, A. N. Better l,ate Than Never. 
Savoie, D. j. Le programme federal de decen- 
tralisation: Un reexamen. (With English sum- 
mary.) 

Sharp, K. P. Mortgage Rate Insurance in Can- 
ada. 

VaiDancourt, F. and Henriques, I, The Re- 
turns to University Schooling in Canada. 
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Canadian Public Policy, Vol. 12, No. 4, 
December 1986 

Abbott, M. C. labour Economics Research 
of the Macdonald Commission: A Review of 
Volumes 17 and 18. 

Dufour, j.-M. and Racette, D. Une Evalua- 
tion Economiquc du financement public des 
exportations. (With English summary.) 

Fenge, T. and Smith, L. C. Reforming the 
Federal Environmental Assessment anti Re- 
view Process. 

Hurl, L. F. and Tucker, D. J. Limitations 
of an Act of Faith: An Analysis of the Mac- 
donald Commission’s Stance on Social Ser- 
vices. 

KnopfT, R. On Proving Discrimination: Statis- 
tical Methods and Uniblding Policy Logics. 

Livernois, J. R. The Taxing Came of lotteries 
in Canada. 

Shorrocks, A. The Measurement of Inflation 
Experienced by the Poor, 1970-80: A Reply. 

Wilkinson, R. W. Elementary and Secondary 
Education Policy in Canada. A Survey . 

Camegie-Rochestcr Conference Series on Public 
Policy, V'ol. 25, Autumn 1986 

Bcrnankc, B. S. Alternative Explanations of 
the Money-Income Correlation. 

Black, S. W. Real Exchange Rates and Devia- 
tions from Purchasing Power Parity under 
Floating Exchange Rates: A Comment. 

Brunner, K. and Meltzcr, A. H. Real Busi- 
ness Cycles, Real Exchange Rates, and Actual 
Policies. 

Buchanan, J. M. Ideas. Institutions, and Po- 
litical Economy: A Plea for Disestablishment 

Green, S. L. and Grossman, II. I. The Illu- 
sion of Stabilization Policy ? 

King, R. G. Money and Business Cycle: Com- 
ments on Hemanke and Related Literature 

Lombra, R. E. Shocks and Stabilization Pol- 
icy: Illusions and Issues: A Comment. 

Mussa, M. Nominal Exchange Rate Regimes 
anil the Behavior of Real Exchange Rates: Evi- 
dence and Implications. 

Niskanen, W. A. A Reflection on the Role ot 
tin* Council of Economic Advisors 

Nordhaus, W. D. The Council ol Economic 
Advisers: Conscience or Advocate? 

Prescott, E. C. Theory Ahead of Busincss-t \- 
cle Measurement. 

Hogoff, K. Theory Ahead of Business Cycle 
Measurement: A Comment. 

Gato Journal, Vol. 6, No. 2, Kail 1986 

Bemholz. P. The Implementation and Main- 
tenance of a Monetary Constitution. 

Bordo, M. D. Austrian Influence on Business 


Cycle Theory {Hayekian Trade Cycle Theory: 
A Reappraisal). 

Buchanan, J. M. The Relevance of Constitu- 
tional Strategy [The Implementation and 
Maintenance of a Monetary Constitution). 

Darrat, A. F. Trade and Development: The 
Asian Experience. 

Dorn, J. A. Money, Politics, and the Business 
Cycle. 

Fund, D. I. Federal Reserve Hegemony and 
Monetary Surprises [Is There a Political Mon- 
etary Cycle?). 

Garrison, R. W. Hayekian Trade Cycle The- 
ory: A Reappraisal. 

Coodfriend, M. Fed Secrecy and the Choice 
of a Rule [Fed Watching and the Monetary 
Regime). 

Grier, K. B. Monetary Policy as a Political 
Equilibrium [Central Banking and the Fed: 
A Public Choice Perspective). 

Grossman, H. I. 'Money, Real Activity, and 
Rationality (The Significance of Monetary 
Disequilibrium). 

llaberler, G. Reflections on llavek’s Business 
Cycle Theory. 

Ilaraf, W. S. Monetary Velocity and Mone- 
tary Rules. 

Lcijonhufvud. A. Real anti Monetary Factors 
in Business Fluctuations [The Significance of 
Monetary Disequilibrium]. 

McCalcb, T. S. The Comic'l r -'d- 

xisors after Forts 'i ■ 

McCollum, B. T. 

|H-cuniary Yield ■ 
time and the Be- 

Meiselman, D. I. 
tars Cycle? 

Mclt/.er A. H. V 
Regimes: A Cm. 

Iblited States. 

O'Driscoll. G. P., Jr. Money I ten - 

and the Business Cycle. 

Olsen. L. H. Is Monetarism Dead? [Hovekian 
Trade Cycle Theory: A Reappraisal). 

Kasche, R. H. Velocity ami the Choice ol Pol- 
ks Regimes (Monetary Velocity and Mone- 
tary Rules|. 

Reynolds, A. Fed Watching and the Monetary 
Regime. 

Rockoff. H. Institutional Requirements for 
Stable Free Banking. 

Sprinkcl. B. W. Monetary Policy ami the 
Business Cycle. 

Timbcriake. R. II., Jr. The Feasibility of Free 
Banking Institutions. 

Wagner. R. E. Central Banking and the Fed. 
A Public Choice Perspective. 

Wallace, N. The Relevance of Legal Restric- 
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tkms Theory [Money. Deregulation, and the 
Business Cycle]. 

Yeager, L. B. The Significance of Monetary 
Disequilibriu m . 

Cepal Review, No. 28, April 1986 

Axpiaxu, D.; Basualdo, E. and Kosacoff, B. 
Transnational Corporations in Argentina, 
1976-1983. 

Dubiel, I. Changes of Social Relevance in the 
Transplantation of Theories: The Examples of 
Economics and Agronomics. 

Gligo, N. The Preparation of Natural and Cul- 
tural Heritage Inventories and Accounts. 
ConzAiez, N. Meeting on Crowth, Adjust- 
ment and the Debt in Latin America: Opening 
Address. 

Cuimarfies, R. P. Co-operativism and Popular 
Participation: New Considerations Regarding 
an Old Subject. 

Heymann, D. Inflation and Stabilization Poli- 
cies. 

Mesa-Lago, C. Social Security and Develop- 
ment in Latin America. 

Prebfach, R. Notes on Trade from the Stand- 
point of the Periphery. 

Challenge, Vol. 29, No. 5, Nov./Dec. 1986 

Blinder, A. S. On the Share Economy . . .A 
Bottle Half Full. 

Eichner, A. S. Can Economics Become a Sci- 
ence? 

Eisner, R. Real vs. Nominal Debt. 

Etzioni, A. Founding a New Sociocco- 
nomics. 

Hale, D. D. Are the U.S. and Japan Swapping 
Tax Systems? 

Heifgott, R. B. America's Third Industrial 
Revolution. 

Keyserling, L. H. Let's Get This Straight [Ac- 
tivist Government: Key to Growth], 
Krashevski, R. S. What Is Full Employment? 
Simon, H. A. The Failure of Armchair Eco- 
nomics. 

Spechler, M. C. Big Inflations Need Potent 
Cures. 

Summers, L. H. On the Share Economy: 
Prospects and Problems . , . 

Conflict Management end Peace Science, Vol. 
9, No. 1, Fafl 1986 

Bobrow, D. B. and Hill, S. R. The Determi- 
nants of Military Budgets: The Japanese Case. 
Seitz, S. T. Fuzzy Modeling and Conflict 
> Analysis. 

jUdh, B. The High Technology Arms Race: 
The Western European Case. 


Contemporary Policy Issues, Vol. 4, No. 4, 
October 1986 

Boulding, K. E. The Economics and the 
Noneconomies of the World War Industry. 

Cheung, S. N. S. China in Transition: Where 
Is She Heading Now? 

Lee, D. R. Arms Negotiations, the Soviet 
Economy, and Democratically Induced Delu- 
sions. 

Lemon, J. R. Regulatory Reform of Interstate 
Natural Gas Pipelines. 

Tarpgaard, P. T. U.S. Shipping Subsidies and 
Ocean Shipping of Petroleum: Policy Choices. 

Teece, D. J. Assessing the Competition Faced 
by Oil Pii>eIinos. 

Telson, M. L. Policy Issues in Oil and Gas 
Truns|K>rtation Regulation. 

Worcester, D. A., Jr. Economics, Ethics, and 
the Problem of Building Peace. 

Zychcr, B. Soviet Incentives in Arms Control. 

Demography, Vol. 23, No. 4, November 1986 

Bloom. D. E. and Reddy, P. H. Age Patterns 
of Women at Marriage, Cohabitation, and 
First Birth in India. 

Boyle, P. P. and Crdda, C. O. Fertility 
Trends, Excess Mortality, and the Great Irish 
Famine. 

Burkhauser, R.; Holden, K. C. and Myers, 
D. A. Marital Disruption and Poverty: The 
Role of Survey Procedures in Artificially Che- 
ating Poverty. 

Cutright, P. and Smith, H. L. Trends in Ille- 
gitimacy among Five English-Speaking Popu- 
lations: J 940- I 980 

Demeny, P. Population and the Invisible 
Hand. 

Diamond, 1. D.; McDonald, J. W. and Shah, 
I. H. Proportional Hazards Models for Cur- 
rent Status Duta: Application to the Study of 
Differentials in Age at Weaning in Pakistan. 

Fricke, T. E.; Syed, S. H. and Smith, P. 
Rural Punjabi Social Organization and Mar- 
riage Timing Strategies in Pakistan. 

Miller, W. B. Pnxvption: An Import Fertility 
Behavior. 

Pampel, F. C., Jr. and Pillai, V. K. Patterns 
and Determinants of Infant Mortality in De- 
veloped Nations, 1959-1975. 

Developing Economies, Vol. 24, No. 3, 
September 1986 

Bakalis, S. and Hazari, B. R. A Note on Un- 
derutilization of Capital and Unemployment 
in a H arris-T odaro Framework. 

Harris, C. T. and Rashid, Z. b. A. The Em- 
ployment Performance of Developing Coun- 
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trie* during the 1970s. 

Oshima, H. T. The Construction Boom of the 
1970s: The End of Higli Growth in the NICs 
and AS KAN? 

Siggel, E. Technology Transfers to Devclop- 
ing Countries through Consulting Engineers: 
A Model and Empirical Observations 1'rom 
Canada. 

Tsao, Y. Tran. slog Price Estimations of Singa- 
ixirc’s Manufacturing Industries. 

Eastern Economic Journal, Vol. 12, No. 2, Apr.- 
June 1986 

• Bordo, M. D. and Landau, D. Advocacy and 

Neo Classical Economics. 

Caniglia, A. S. A Common Fallacy alxint In- 
Kind Subsidies: A Housing Program Applica- 
tion. 

• (Massing, J. A Note on the Welfare (lost of a 

Tariff 

Grant, J. II. und Lindauer, 1). L. The Eco- 
nomies of Charity Life-Cycle Patterns of 
Alumnae ( 'ontribiitions. 

(•ray, H. P. Protection in a Democracy: A 
Conversation with II. Peter Gray and Hoy 
I acklidei . 

• Kaiser, C. P. Unemployment Insurance and 

the Theory of Iailxir Demand. 

• Mvutt, A. E. and Young, G. Interest Rates 

and Inflation: Uncertainty Cushions. Thresh- 
old and "Patman" Effects. 

Rima, I. II. The Peculiarities of lailxir Mar- 
kets and the Residuum. 

Yeh, Y.-H. The Maximum Revenue TanH \s 
Transfer Payments. 

Eastern Economic Journal. Vol. 12, No. 3, July- 
Scpt. 1986 

Andersen, P. S. Keynesian and Classical Un- 
employment. Evidence from the Current Cy- 
cle. 

Blair, C. E. and Rodrigues, A. P. A Model 
of Wage Contract Bargaining with Imperfect 
Information and Strikes. 

Blinder, A. S. Keynes after Lucas. 

Comolli, P. M. Exhaustible Resources and In- 
ternational Trade. 

Eisner, R. Tin* Revolution Restored: Keynes- 
ian Unemployment, Inflation and Budget 
Deficits. 

Endres, A. Charges, Permits and Pollutant In- 
teractions. 

Howitt, P. Wage Flexibility and Employ- 
ment. 

- Huang, W.-C, und Ray, S. C. I-altor Supply. 
Voluntary Work, und Charitable Contribu- 
tions in a Model of Utility Maximization. 

• Kiguel, M. A. Macroeconomic Adjustment 


under a Sliding Peg Exdiangc Kate and Im- 
perfect Capital Mobility. 

• Lau, L. J. and Ma, B. K. Choice of Technique 

in a Putty-Clay Model of Production. 

• Maital, S. Prometheus Kelxnmd: On Welfare- 

Improving Constraints. 

Mitchell, D. J. B. Wages and Keynes: Lessons 
from the Past. 

• Moulton, B. R. Human Capita] Accumulation 

and Trends in the Male-Feinale Wage Gap 
in the United States, 1956-1983. 

• Pozo, 8. and Woodbury, S. A. Pensions, So- 

cial Security, and Asset Accumulation. 

• Pyatt, G. Inertia in latlxir Markets. 

• Sjogren, J. Retirement Age Women and Men: 

Income Sources and Work. 

• Soluw, R. M. What Is a Nice Girl Like You 

Doing in a Place Like This? Macroeconomics 
alter Fifty Years. 

• Taylor, H. Deposit Market Deregulation and 

the Recent Behavior of Ml. 

• Zabel, FI. Price Suuxithing, Inventory and 

Random Output. 

Kconomctrica. Vol. 54, No. 5, September 1986 

• Abel, A. B. Capital Accumulation and Uncer- 

tain Lifetimes with Adverse Selection 

• Andrews, D. W. K. Stability Comparisons of 

Estimators. 

• Bray, M. M. and Savin. N. E. Rational Expec- 

tations Ktpiilihria. 1 < .u 
■fication. 

Chen, Y.-M. A 
ability of Hodm 

• Cukierman. A. a. 

of Aiubiguitv ( 

Discretion and 

• Duffie. D. St>H i 

Spanning Nunibi i 

naiici.il Gain front I'v.ulc n.| < 

• Fishbum, P. C. Implicit Mean Value and Cer- 

tainty Equivalence. 

• Hassin, R. Consumer Information in Markets 

with Random Product (.hiaiitv : The Case of 
Queues and Balking. 

Kudde, D. A. and Palm, F. C. Wald Criteria 
for Jointly Testing Equality and Inequality Re- 
strictions. 

• Kohlbcrg, E. and Mertens. J.-F. On the Stra- 

tegic Stability of Equilibria. 

• I a'e . L.-F. and Pitt, M. M. Miorooconometric 

Demand Systems with Binding Nomicgativity 
Constraints-: The Dual Approach. 

• Mas-Colell, A. Tlie Price Equilibrium Exis- 

tence Problem in Topological Vector lattices. 

• Svejnar. J. Bargaining Power, Fear of Dis- 

agreement. and Wage Settlements: Theory 
and l'.v iilencx from U.S. lmlustry. 
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Eeooootetrfca, Voi. 54, No. 6, November 1986 

• Aumann, R. J. and Drhe, J. H. Values of 

Markets with Satiation or Fixed Prices. 
Caholarl, C. and Sterbenx, F. P. Cfontrol 
Variates to Estimate the Reduced Form Vari- 
ances in Econometric Models. 

• Debreu, C. Theoretical Models: Mathemati- 

cal Forms and Economic Content. 

Farber, M. S. and Bazerman, M. H. The 
General Basis of Arbitrator Behavior: An Em- 
pirical Analysis of Conventional and Final-t)f- 
fer Arbitration. 

• Forges. F. M. An Approach to Communica- 

tion Equilibria. 

• Fokui, Y. A More Powerful Method for Trian- 

gularizing Input-Output Matrices and the 
Similarity of Production Structures. 

Geweke, Marshall, R. C. and Zarkin. 
G. A. Mobility Indices in Continuous Time 
Markov Chains. 

• Gordon, R. H. and Wilson, J. D. Ati Exami- 

nation of Multijurisdictional Corporate In- 
come Taxation under Formula Apportion- 
ment. 

• Poterba, J. M. and Summers, L. H. Report- 

ing Errors and Labor Market Dynamics. 

• Powell, J. L. Symmetrically Trimmed I .cast 

Squares Estimation for Tobit Models. 

• Sickles, R. C. and Taubman, P. An Analysis 

of the Health and Retirement Status of the 
Elderly. 

• Stoker, T. M. Consistent Estimation of Scaled 

Coefficients. 

• Whiteman, C. JH. An Analytical Policy Design 

under Rational Expectations. 

Econamia Interaazionale, Vol. 39, No. I, 
February 1966 

Costa, A. M. L’eccedenza commerciale giap- 
ponese: origini, manifestazioni e problem i che 
comporta. 

Riba, T. |. F. Ordo — The German Neoliberal 
Model of Economic Order. 

Tandem, R. Balance of Payments Adjustment 
and Financing in Developing Countries: Scc- 
narios for the 1980s. 

Travajjjjp, G. Quattro modelii macroeconom- 
ici n — nfoonto. Somiglianze e divergence in 
mcM^alla struttura, alle implicazioni di po- 
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M* English summary.) 

EconoMfe-e Lavoro, Vol. IS, No. 1, Jan.-Mar. 

AaMHftr G. Risorse umane e redditi da la- 
< a n m i n min di istruzione, offerta di lavoro 
6 rnnqpji II inni tra sett ore private e sett ore 


pubblicu. (Human Resources and Laltour In- 
comes. Demand for Education, Lalxmr Sup- 
ply and Comparison l>etween Private and 
Public Sector. With English summary.) 

Beliardi, L. and Pisani, E. Rassegna della 
contrattazione. (Bargaining Survey.) 

Capparucci, M. Ampliamento dell'esercito di 
riserva in tin mercato del luvoro segmentato: 
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Arms' latbour and Segmentation: Ail Ap- 
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Causi, M. I costi dell'inflazione: alcuuc rifles- 
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tion: Some Insights on the Okun’s Model.) 

Faustini, G. and Ravoni, L. la? tenderize del- 
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Kertesi, G. and Szir&czki, G. The Second 
Economy and Workers' Behaviour on the 
Lalxmr Market in Hungary. 

Papagni. E. Strutificazione delle famiglie se- 
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mercato locale del lavoru. (The Distribution 
of Iatlxmr Force in the Economic Structure 
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• Russell, A. M.; Rickard, J. A. and Howroyd, 

T. D. The Effects of Delays on the Stability 
and Rate of Convergence to Equilibrium of 
Oligopolies. 

Economic Studies Quarterly, Vol. 37, No. 4, 
December 1986 

Ariga, K. On Variability of Exchange Rates. 
Noma, T. “Scale-Maximizing Behavior” of the 
Japanese Banks: An Empirical Analysis. (In 
Japanese. With English summary.) 

Otiuka, K. Economics of Share Contract: A 
Survey in the Light of Theory of Agency-Prin- 
cipal Relationships. (In Japanese. With En- 
glish summary.) 

Shubik, M. and Wooden, M. H. Near- Mar- 
kets and Market Carnes. 

Tanigawa, Y. On Mutual Share Holding by 
Corporations. 

Economic*, Vol. 31, No. 1, Jan. -Apr. 1985 

• Beker, V. A. La inflexibilidad descendente de 

kw precios y la teoria de la empresa. (Price 
Inflexibility and the Theory of the Firm. With 
English summary.) 

Cerro, A. M. Determinantes de la Tasa de 
interns: La Paradoja de Gibson y la Teoria 
de Fisher. (Interest Rate Determinants: The 
Gibson Paradox and Fisher’s Theory. With 
English summary.) 

Cristim, M. La oferta agropecuaria: el caso del 
trig© en la Ultima d6cada. (The Agropecuarian 
Supply: The Wheat Case in the Last Decade. 
With English summary. ) 

Montuschi, L. Los Sectores Claves para el 
Trabajo Asalariado en la Economia Argentina 
1963-1970. (The Key Sectors for the Labor 
Force in the Argentine Economy. With En- 
glish summary.) 

S hu sp a te , R. E, Etkrgumento de la Industria 
Incipiente y las Polfticas de Indus trial izacidn 


Selective*. (Incipient Industry and Selective 
Industrialization Policies. With English sum- 
mary.) 

Ecooomica, Vol. 53, No. 211, August 1986 

• Andersen, T. M. Differential Information and 

the Role for an Active Stabilization Policy. 

• Calmfors, L. and Horn, H. Employment Poli- 

cies and Centralized Wage-Setting. 

Coughlin, P. j. Rights and the Private Pareto 
Principle. 

• Fenn, P. T. and Vtachonikoiis, I. C. Male 

Labour Foret' Participation Following Illness 
or Injury. 

• Hamilton, C. An Assessment of Voluntary Re- 

straints on Hong Kong Exports to Europe and 
the USA. 

• Kwoks, j. E., Jr. and Ravenscraft, D. J. 

Cooperation wt. Rivalry: Price-Cost Margins 
by Line of Business. 

• Masson, R. T. and Shaanan, J. Excess Capac- 

ity and Limit Pricing: An Empirical Test. 

• Saueraheimer, K. Tariffs, Imported Inputs 

and Employment. 

Economics of Education Review, Vol. 5, No. 4, 
1986 

Behrendt, A.; Eisenach, J. and Johnson. 
W. R. Selectivity Bias and the Determi- 
nants of SAT Scores. 

Brazer, H. E. and McCarty, T. A. Municipal 
Overburden: An Empirical Analysis. 

Harford, J. D. and Marcus, R. D. Tuition 
and U.S. Private College Characteristics: The 
Hedonic Approach. 

Hough, J. R. and Warburton, S. J. U.K. Re- 
search into School Costs and Resources. 

Lee, K.-H. Affective, Cognitive and Voca- 
tional Skills: The Employers’ Perspective. 
Link, C. R. and Mulligan, J. C. The Merits 
of a Longer School Day. 

Plank, D. N. State Action and the Distribu- 
tion of School Enrollments in Brazil, 1970. 

Economics and Philosophy, Vol. 2, No. 2, 
October 1986 

Bali, S. W. Economic Equality: Rawls versus 
Utilitarianism. 

Etzioni, A. The Case for a Multiple-Utility 
Conception. 

Mongin, P. Are "All-and-Some” Statements 
Falsifiahle after All? The Example of Utility 
Theory. 

Nooteboom, B. Plausibility in Economics. 
Roth, A. E. Laboratory Experimentation in 
Economics. 
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Economic* of Planning, Vol. 20, No. 1, 1986 

Bezdek, R. H. Long-Range U.S. Manpower 
Forecasts in Retrospect: How Accurate Were 
We? 

Chowdhury, A. A More Generalized Planning 
Model of Bangladesh: Some Preliminary Ob- 
servations. 

Parsons, J. E. Credit Contracts in the 
(i.l).H.: Decentralized Investment Decisions 
in u Planned Economy. 

Scherer, A. Intersectoral Efficiency between 
Agriculture and Industry in Six C.M.E.A. 
Countries: Introducing a Simple Equilibrium 
Model. 

Sconomie Appliqude, Vol. 38, No. 3/4, 1985 

Bennett, E. Endogenous vs. Exogenous Coali- 
tion Formation. 

Garnn-Salmona, H. Equilibre sur le inarche 
d un bien en information fnipurfaite: line ana- 
lyse de la literature. (Commodity Market 
Equilibrium with Imperfect Information: A 
Survey of the Literature. With English sum- 
mary.) 

Kirman, A. P. Organisation et communication 
dans les inarches (Organization and < aininiu- 
uication in Markets. With English summary.) 

Iadfond, C. and Lesoume, J. Market Dynam- 
ics with Search Processes and Information 
Costs. 

Laflbnd, C. and Lcsourne, J. I'n esemple 
d'auto-organisation: la creation de capacity’s 
professionuelles par le inarche du Iras ail. (An 
Example of Self-organization: The Creation 
of Professional Abilities by the latlxmr Market 
of Professional Abilities by the I alxnir Mar- 
ket. With English summary.) 

Lesoume, J. Introduction: A la recherche 
d’line tlieorie tie I'auto-organisation. (In 
Search of a Tlieory of Self-Organization. ) 

Lesoume, J. la- inarche et I’auto-orgauisation. 
(Market nnd Self-Organizati<»n. With English 
summary.) 

Renault, E, and I>esoume, J. Auto-organisa- 
tion et dispersion geographique ties marches. 
(Self-Organization and Markets Geographical 
Distribution. With English summary.) 

Witt, U. Coordination of Individual Economic 
Activities as an Evtilving Prixess of Self-Orga- 
nization. 

Economic Appliqu£e, Vol. 39, No. 1, 1986 

Arena, R. and Torre, D. Approche sraf- 
liiienne et thtmrie dc la gravitation: one tenta- 
tive dc rapprochement. (S ruffian Approach and 
Gravitation Theory With English summary.) 

Bidard, C. Buis.sc tendaiicielle du taux tie 


profit et marchandise-ltalon. (Falling Hate of 
Profit and the Standard Commodity. With 
English summary.) 

Bidard, C. Production de marchandises, Cor- 
rigendum. (Production of Commodities, Cor- 
rigendum. With English summary.) 

Delarue, A. Circulation des marchandises et 
creation de valeur: Une approche n&iricardi- 
enne de la function distribution. (Commodity 
Flows andd Value Creation: A Neoricardian 
Approach to Trade. With English summary.) 

Di Huzza, R. Sraffa et la notion d etpiilibre. 
(Sruffa and the Equilibrium Concept. With 
English summary.) 

Maurisson, F. Reflexions sur les theories sraf- 
faiennt* et post-sraflaienne du commerce in- 
ternational: ik propos de la notion de "branche 
fietive. ’’ (( .'onsideration alxiiit the Sraffian and 
Post-Sraffian Theories of International Trade 
with Regard to the Notion of “Fictitious 
Branch." With English summary.) 

Parys, W. Standard Commodities and the 
Transformation Problem. 

Reati. A. lot transformation des valenrs en 
prix non eoncurrentiels. (The Transformation 
of lailxmr Values into Non-competitive 
Prices. With English summary.) 

Economics et Society. Vol. 20, No. 4, April 1986 

Barr^re- Maurisson. M.-A. Cestinn de la 
inain-d’u-uvre et formes f. 
nulisme ii la rechn. 

Force Manageim 
Paternalism to .i 
English suinm.ir. 

Bartoli, H. Au-<1< 
tions heretiejues 
I’mposirions. Win 

Bcllemarc, D. and IV 
cmploi: ohjeetifet str.itegn . 

Employment. An Objective anil an Economic 
Strategy. With English summary.) 

Bodson, P. and Stafford, J. I .'adaptation an 
ehdmage prolonge. I'n paradoxe social (Ad- 
justment to Ding Duration I’nemployment: 
A Social Paradox. With English summarv.) 

Bouillaguet-Bemard. P.; Gandon. M.-P. and 
Outin, J.-L. Cluimage de longue durec et 
pauvrctc en France. (Ding Duration Unem- 
ployment and Poverty in France. With En- 
glish summary.) 

Bouillaguet-Bemard, P. and Cauvin, A. 

D* travail ties femmes dans la crise en France. 
(Women's Work thniugliout the Crisis in 
France. With English summary.) 

Dus vault, C. Valenrs socialcs, segregation 
pmlessioiinclle ct discriminatioii. (Social 
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Values, Occupational Segregation and Dis- 
crimination. With English summary.) 
Gateau, G. and Tremblay, D. TUC et travaux 
communautaires: les enjeux de I’insertkin/ex- 
dusion des jeunes. (Community Jobs and 
TUC: Integration or Exclusion of Youth? With 
English summarv.) 

Micboo, F. Flexibility et Part ages. Les enjeux 
de la Solidarity. (Flexibilities and Work Shar- 
ing. A Search Ibr Solidarity. With English 
summary.) 

Roy, P.-M. L-approcbe structuraliste-institu- 
tionnaliste nord-am£ricaine: Une forme de re- 
alisme en yconomie. (The North American 
Structuralist-Institutional Approach: A Form 
of Realism in Economics. With English sum- 
mary.) 

Silvera, R. and Outin, J.-L. Excedents de 
main-d’oeuvre et dispositifs de cessation an- 
ticip&e d'activite. (Excess labour and Early 
Retirement. With English summary.) 

Economies et Sodyt^s, Vol. 20, No. S, May 1986 

Androuais, A. Spatialisation du systeme pro- 
duetif japonais. (Spacialisation of the Japanese 
Productive System. With English summary.) 
Calvet, J. Le developpenrent de (ecu prise 
pry Bgure-t-il un systeine productif europeen? 
(Is the Development of Private Use of the 
E.C.U. a Prefiguration of a European Pro- 
ductive System? With English summary. ) 
Coomans, G. Systi-me productif et petitcs na- 
tions. (Productive System and Small Nations. 
With English summary.) 

Delaunay, J.-C. Questions poxees & la thyoric 
dite de la “rygulation monopoliste.” (Some 
Questions on the So-Called “Monopoly Regu- 
lation’’ Theory. With English summary.) 

Di Rum. R. and Gerbier, B. Nations et sys- 
tymes productifs. Prysentation. 

Fardebeb, A. and Hamel, B. Algyrie: systeme 
productif et choix yconomiques et sociaux al- 
tematifs. (Algeria: The Productive System and 
Alternative Economic and Social Choices. 
With English summary. ) 

GuiUen, A. Mexico: crisis, industria y restnic- 
turacion del sistema productivo. (Mexico: Cri- 
sis, Industry and Restructuring of the Pro- 
ductive System. With English summary.) 
Mair ate. A.; Tourres, P. and Troisvallets, M. 
La dyformation de iyconomie fran^aise: dy- 
structurmtion et rupture d un systeme produc- 
tif dans la crise (1960-1960). (The Distortion 
of the French Economy: Destructuring and 
Breaking of Productive System in the Crisis. 
With English summary.) 

Petkby, A. Notas sobre desindustrializacion y 


crisis en lu economia espaflola. (Note on the 
De-industrialization and the Crisis in the 
Spunish Economy. With English summary.) 

Economies et SocMtys, Vol. 20, No. 6, June 1966 

Botnet, T. La liaison taux d’intcryt-taux d’in- 
Hation. Une analyse hixtorique de longue p<"-ri- 
ode. (The interest-inflation Rates Relation- 
ship: A Long Term Historical Analysis. With 
English summary.) 

Boyer, A. and Billon, A. Promotion de la quul- 
ite de lu recherche en gestion initiatives et 
cooperation. (Promotion of the Quality and 
Research in Management Initiatives and Co- 
operation. With English summary.) 

Desreumaux, A. Formation des structures 
d’entreprise: revue des travaux et quelqucs 
hypotheses. (Determinants of Organizational 
Structures: A Review of Literature and Some 
Pm|K>sals. With English summary.) 

Ged, A. la's nouvelles voies de recherche en 
comptahility manageriale. (The Most Promis- 
ing Areas of Research in Managerial Account- 
ing. With English summary.) 

Lobez, F. Decision de erydit-lwil et theorie 
des mandats. (la-ase Decision and Agency 
Theory. W’ith English siimmary. ) 

Marmuse, G. and Baron, B. Fuisahilite et 
risque* des projets d'activity* nouvelles Pro- 
positions mythixlologitpies. (The Evaluation 
of the Feasibility of New Activities Projects. 
Methodological Proposals. With English 
summary.) 

Martin, C. Vers une approchc cineinutique du 
ionctionneinent de I'entreprise. Une nouvelle 
typologie des modeles de prevision el de deci- 
sion. (Towards a Dynamic Approach to the 
Functioning of the Organisation. A New Ty- 
pology of Forecast and Decision Models. Witl 
English summary.) 

Negro, Y. L'apport de i’anulyse de notoriet< 
au positionneinent strategique des P. M.I 
(Contribution of Notoriety’s Analysis to tie 
Positioning of the Small Venture. With En 
glish summary.) 

Olivyro, B. Ryflexion sur tin systeme d'infui 
mation comptable. (Comments on an A< 
counting Information System. With Knglis 
summary.) 

Economies et Sociyty*, Vol. 20, No. 7, July 19? 

Benzoni, L Taux de change, prix do pytrol 
dy*yquilihres munytuires intemationaii 
(Exchange Rate, Oil Price, lntematioi 
Monetary Disequilibrium. With English sm 
mary.) 

Bergougnoux, J.; Care me, F. and Mosco 
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J.-J. Tarification et financcment: quelques 
approches dan* le cas d'filectricit^- de Franc*-. 
(Pricing and Financing Policies: The El*t- 
tricit£ de France Approach. With English 
summary.) 

Chevalier, J.-M. Flux d'^nergie et flux finan- 
ciers. Introduction. (Introduction.) 

Crdmieux, M. and Mezi£re, D. la? finan<e- 
ment des investissements d'utilisation ration- 
nelle de l'Fnergie dans l'industrie ( 1 975- 
1985). (Investments Financing for Kational 
Use <»f Energy in Industry [1975-1985]. With 
English summary.) 

David, F. Le commerce international de 
produits |W'troli«*rs. (International Trade of 
Petroleum Products. With English sum- 
mary.) 

Dreyer, P. Importations gazieres et com- 
merce extdrieur. (Gas Imports and Foreign 
Trade. With English summary.) 

Fouet, M. and Aroyo, P. Petrodollars et 
marches financiers intemationaiix. (Petrodol- 
lars and International Financial Markets. 
With English summary.) 

Montel, J. Risque, financcment et rcntahilite. 
(Risk, Financing and Profitability. With En- 
glish summary.) 

Str#m, T. Project Financing in the North Sea. 

Suissa, A. Ia- nouveau march*- international 
do charhon. (The New International Market 
for Coal. With English summary.) 

Ver Hulst, N. and Laporte, J. M. la- role 
des Iranqucs dans les grands projets ener- 
g«'-ti*pies. (The Role of Ranks in Big Energetic 
Projects. With English summary.) 

.konomiska Samfundets Tidskrift. \'ol. 39, No. 
3, 1986 

Dahmdn, E. Forotagarvorksamhcten och den 
ekonomiska omvandlingen. (Entrepreneurial 
Activity and Changing Economic Conditions 
With English summary.) 

Eriksson. T. Kan d*-n akademiska nationalcko- 
nomin ges tftmvad livskralt? (Can Academic 
EconomR-s Be Given Renewed Vitality '* With 
English suminarv.) 

Ingbcrg, M. Reformen av foretagslieskattnin- 
gen Nulage och ftamtidsutsikter. (The Re- 
form of Business Taxation. With English sum- 
mary.) 

Midrwitx, C. Internal ionaliscringens kon- 
selcvenser. (Consequences ol lnternationuliya- 
tkm. With English summary.) 

Numminen, K. Finland* energiekonomi nil 
och i framtklen. (Finnish Energy Economy 
Now and in the Future. With English sum- 
mary.) 


Ekonomifka Samfundets Tidskrift, Vol. 39, No. 
4, 1986 

Eriksson, B. C. EFTA och EC: aktuella 
utvecklingslinjer i eumpeisk integration. 
(EFTA and EC: Current Trends in the Devel- 
opment of European Integration. With En- 
glish summary.) 

Haglund, E. Hcvisoms roll. (The Role of the 
Accountant. With English summary.) 

Lundahl, M. U-landemas jordbruk: dualism 
ellcr hristande jamlikhet? (Agriculture in De- 
veloping Countries: Dualism or tracking 
Equality!* With English summary.) 

Mickwitz, G. Skogsindustrin Ixir kruva luft- 
vird. (The Forest Industry Should Demand 
Air Pollution Control. With English sum- 
mary.) 

Rosenqvist, G. Pancldata, stokastiska diskreta 
val modeller och markesval. (Panel Data, Sto- 
chastic Discrete Choice Models and Brand 
Choice. With English summary.) 

Starck, C. C. Pcnmngmarknadsindexering 
och hnsh.Allens sparande. (Financial Market 
Indexation and Household Savings Behavkrur. 
With English summary.) 

Suominen. S. I. Dynamisk model! liir * ertikal 
integration. (A Dynamic Model of Vertical In- 
tegration. With English summary.) 

Empirical Economics. Vol. II, No. 3, 19S6 

Apei, E. The Adininisti - 
Canada- U S. *»• 

1979. 

Browne. F. X. 
tutiou and Cap 
bility in the S- - 
tioie -A Case v 

El-Sheikh, S. A i 
cial Asset Holding ■ 

Egypt. 1952-1973. 

Jungc, G. and Zarinncjadan. M. A Kute-ol- 
Return Model of Inxestmcnt Bellas ior lor 
Switzerland. 

Energy Economics, Vol. 8. No. 4, October 1986 

Ahmadian, M. Oil Pricing Policies and Ma- 
croeconoim for an Oil-Based Economy. 

Barrett. S. A. The Economics of Oil Supply 
D> itamics: Theory and Practice. 

Chao, H.. et al. Multilevel Demand Subscrip- 
tion Pricing for Electric Power. 

OR, M. and Tatom, J. A. Are Energy Prices 
Cyclical? 

Sutherland. R. J. A Portfolio Analysis Model 
of tlic Demand for Nuclear Power Plants. 

Veall. M. R. Time-of-Use Rates and Peak Pe- 
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riod Electricity Consumption: An Empirical 
Note. 

Energy Economics, Vo). 9, No. 1, January 1987 

Boucher, J. and Smeers, Y. Economic Forces 
in the European Gas Market — A 1985 Pro- 
spective. 

Jha, R. and Murty, M. N. Distributional 
Equity and Optimal Prices for the Public Sec- 
tor: The Flexible Coefficients Case. 

Nystad, A. N. Rate Sensitivity and the Opti- 
mal Choice of Production Capacity of Petro- 
leum Reservoirs. 

Sakheua, S. Input Substitution in Thailand's 
Manufacturing Sector: Implications for En- 
ergy Policy. 

Slcea, J. A Simulation Model oflntcrfuel Sub- 
stitution in the Industrial Boiler Market. 
Stanovnik, T. Appliance-Specific Electricity 
Consumption in Slovene Households. 

European Economic Review, Vol. 30, No. 5, 
October 1986 

• Berndt, E. R. and Hesse, D. M. Measuring 

and Assessing Capacity Utilization in the 
Manufacturing Sectors of Nine OECD Coun- 
tries. 

• Fourgeaud, C.; Lendud, B. and Picard, P. 

Shadow Prices and Public Policies in a Dis- 
equilibrium Model of an Open Economy. 

• Hoc), M. and Vale, B. Effects on Unemploy- 

ment of Reduced Working Time in an Econ- 
omy Where Firms Set Wages. 

• Kubo, Y. Quality Uncertainty and Guarantee: 

A Case of Strategic Market Segmentation by 
a Monopolist. 

Murphy, R. G. Productivity Shocks. Non- 
traded Goods and Optimal Capital Accumula- 
tion. 

van Schgndel, G.-J. C. T. Dynamic Behav- 
iour of a Value Maximizing Firm under Per- 
sonal Taxation. 

Sprensen, P. B. Taxation, Inflation, and Asset 
Accumulation in a Small Open Economy, 
van W^nbergen, S. J. C. On Fiscal Deficits, 
the Rea] Exchange Rate and the World Hate 
of Interest. 

European Economic Review, Vo). 30, No. 6, 
December 1986 

• Betancourt, R. R. The Duration of Operations 

and the Estimation of Substitution Possibili- 
ties. 

Daratiger, L. Relative-Price Seasonality, 
Wage Indexation and the Perfect Price Index. 

• Despotalds, K. A. Economic Performance of 

Flexible Functional Forms: Implications for 


Equilibrium Modeling. 

• Katz. E.; Spiegel, U. and Ziderman, A. 

The Remuneration Package and Pareto Ineffi- 
ciency in the Lalamr Market. 

Paroush, J. and Ruthenberg, D. Automated 
Teller Machines and the Share of Demand 
Deposits in the Money Supply: The Israeli 
Experience. 

Plcssner, Y. and Shalit, H. Inflation, the 
IjcvoI of Investment, and Interest Kates. 

European Review of Agricultural Ecoitomics, 
Vol. 12, No. 3, 1985 

Baumann, H. and Kinsey, J. The Value of 
Price Information in the Profitability of Hog 
Sales. 

• Golman, D. lm|>erfeet Transmission of Policy 

Prices. 

Georgakopoulos, T. A. and Puschos, P. G. 
Greek Agriculture and the CAP. 

• Herrmann. R., ct al. A Survey of Views of 

Agricultural Economists in Enrol* 1 . 

Hemizo, A. G. Returns to Agricultural Re- 
search: The Case ol Rice Breeding in Spain. 

• Just, R. E. and Candler, W. Production 

Functions and Rationality of Mixed ( Topping. 

• I/dfgren, K. G. The Pricing of PulpwiNxl and 

Spatial Price Discrimination: Theory and 
Practice. 

• Nowak, J, and Romanowska. II. I ideational 

Patterns of the Food-Processing Industry in 
Poland. 

European Review of Agricultural Economics, 
Vol. 12, No. 4 , 1985 

• Bingiey, P.j Burton, M. and Strak. J. Inter- 

and Intra-sectoral Effects of Milk Quotas in 
the U.K. Milk Industry 
Boussard, J. M. Milk Quotas: Introduction. 

• Burrell, A. Price Uncertainty under EC Milk 

Quotas. 

• Burton, M. Tin- Implementation of the EC 

Milk Quota. 

• Cioffi, A., et al. An Evaluation of the Effects 

of the EC Quota System on the Italian Dairy 
Market. 

• van dcr Giessen, L. B. and Post, J. H. 

Macro- and Micro-effects of the Super fo'vy 
in the Netherlands. 

loannidis, C. Tin- Effect of the Quota Policy 
on the Cattfe Stock ami Its Composition. 
Munk, K. J. The Effect of Changes in Prices 
and Quotas: An Example of the Use of an 
Agricultural Sectw Model Based on the Jo- 
lumsen Approach. 

Oskam, A. J. A Super-Iarvy System for the 
Dairy Sector: Consequences and Alternatives. 
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• Rasmussen, S. and Nielsen, A. U. The Impact 

of Quotas on the Optimal Adjustment of Milk 
Production at the Farm I^evel. 

• Rieder, P. Experience with the Milk Quota 

System in Switzerland. 

• Thomson, K. J. and Hubbard, L. J. Budget- 

ary and Financial Effects of the EC Milk 
Quota System. 

European Review of Agricultural Economics, 
Vol. 13, No. 1, 1986 

• Hamilton, C. Agricultural Protection in Swe- 

den 1970-1980. 

• Hedlund, S. and Lundahl, M. Emergency 

Considerations in Swedish Agriculture: A Ret- 
rospective 1 jx)k 

• Iiillberg, A. M. Limiting KC Grain Substitute 

Imports: A Simulation Model ofthe West Ger- 
man Manufactured Feed Economy. 

• Kirschkc, D. Budget Costs of the EC's Agri- 

cultural Price Policy under Uncertainty. 

• McKinzie, L.; Paarlberg, P. L. and Huerta, 

I. P. Estimating a Complete Matrix of De- 
mand Elasticities for Feed Components Using 
Pseudo Data: A Case Study of Dutch Com- 
pound Livestock Feeds. 

• Sellout, R. P. M. and Slangcn, L. H. G. 

The Individual Study System in Teaching 
General and Agricultural Economics: Meth- 
odology and Results. 

• Termorshuizen, J. G.; Mculenbcrg, M. T. G. 

and Wierenga, B. Consumer Behaviour in 
Respect of Milk in the Netherlands. 

Explorations in Economic History, Vol. 23, No. 
4, October 1986 

Bordo, M. D. Explorations m Monetary His- 
tory: A Survey of the Literature. 

Greasley, D. British Economic Growth: The 
Paradox of the 18H0s and the Timing ot the 
Climacteric. 

Federal Reserve Bank of Dallas Economic 
Review, November 1986 
Gruben, W. C. and Phillips, K. R. Under- 
standing the Texas Unemployment Rate 
Schmidt, R. H. and Gunther, J. W. Distribu- 
tional Implications of Reducing Interstate En- 
ergy Price Differences. 

Federal Reserve Bank of Dallas Economic 
Review, January 1987 

Clair, R. T. Financial Strategies of Top-Per- 
formance Banks in the Eleventh District. 
Dunstan, R. H. and Long, W. T., III. 
Structure and Technology of Manufacturing 
in Texas and Louisiana. 


Federal Reserve Bank of Minneapolis Quarterly 
Review, Vol. 10, No. 3, Summer 1986 

Christiano, L. J. Money and the U.S. Econ- 
omy in the 1980s: A Break from the Past? 

Weber, W. E. Do Sterilized Interventions Af- 
fect Exchange Kates? 

Federal Reserve Bank of Minneapolis Quarterly 
Review, Vol. 10, No. 4, Fall 1986 

Manuelli, R. E. Modern Business Cycle Anal- 
ysis: A Guide to the Prescott-Suinincrs De- 
bate. 

Prescott, E. C. Theory Ahead of Business Cy- 
cle Measurement. 

Prescott, E. C. Response to a Skeptic. 

Summers, L. H. Some Skeptical Observations 
on Real Business Cycle Theory. 

Federal Reserve Bank of Richmond Economic 
Review, Vol. 72, No. 5, Scpt./Oct. 1986 
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Boskin, M. J. Some Thoughts on Teaching 
Principles of Macroeconomics. 

Ferbcr, M. A. What Is the Worth of “Compa- 
rable Worth"? 

Gilley, O. W. A Ranking of the Top U.S. Eco- 
nomics Departments by Research Productiv- 
ity of Graduates: A Comment. 

Highsmith, R. J. Professional Developments 
and Opportunities. 

laiband, D. N. A Ranking of the Top U.S. 
Economics Departments by Research Pro- 
ductivity of Graduates: Reply. 

Mcrcuro, N. Contributions to 1 -i\v and Eco- 
nomics: A Survey of Recent Books. 

Spencer, R. W. and Van Eynde, D. F. 
Experiential I .earning in Economics. 

Journal of Economic History, Vol. 46, No. 4, 
December 1986 

• Altman, M. Resource Endowments and Dx-n- 

tion Theory in Economic History: A Case 
Study of Qucliec and Ontario at the l urn ol 
the Twentieth Century. 

Cameron, R. Was England Really Superior 


to France? Review Article. 

• Carlos, A. M. and Hoffman, E. The North 

American Fur Trade: Bargaining to a Joint 
Profit Maximum under Incomplete informa- 
tion. 1804-1821. 

• Fishback, P. V. Did Coal Miners “Owe Their 

Souls to the Company Store"? Theory and 
Evidence from the Early 1900s. 

• Huberman, M. Invisible Handshakes in Lan- 

cashire: Cotton Spinning in the First Half of 
the Nineteenth Century. 

• Hunt, E. H. Industrialization and Regional In- 

equality: Wages in Britain, 1760-1914. 

• Rohack, J. The Political Economy of Segrega- 

tion. The Case of Segregated Streetcars. 

• Stacey, R. C. Agricultural Investment and the 

Management of the Roval Demesne Manors. 
1236-1240. 

Journal of Economic Issues, Vol. 20, No. 4, 
December 1986 

• Adams, W. and Brock, J. W. Corjx irate 

Power and Economic Salxitage. 

• Dietz, J. L. Debt and Development: The Fu- 

ture of I ait in America. 

• Dopfer, K. The llistonomic Approach lo Eco- 

nomics: Beyond Pure Theory anti Pure Expe- 
rience. 

Fciner, S. F. and Roberts. B- B. Marx and 
Key ik s anil K.ilccki 

• Foster, C. P. I' 

Keynes’s G i n. 

• Mildred, W. M. 

Expenditures. . 

Ixisscs Attribn' 
tures. 

• leathers, C. <1. 

tiun Morals.'' 

• Neale, W. C. Ta\-Baso<l iin.-iuis : 

Commentary for the Future. 

• Ramstad, Y. A Pragmatist's (,)uest tor Holistic 

Knowledge: The Scientific Methdolngy ol 
John R. Commons. 

• Ranson, T. B. Planning Education for Eco- 

nomic Progress: Distinguishing Occupational 
Demands from Technological Possibilities. 

• Seckler, D. W. Institutionalism and Agricul- 

tural Development in India. 

• Williams, D. R. and Register. C. A. Regional 

Variations in Earnings and the Gender Com- 
position of Employment: Is 'Women s Work 
Undervalued? 

Journal uf Economic Literature. Vol. 24, No. 4, 
December 1986 

Dorfman. R. Thiinen at Two Hundred: Com- 
ment. 
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Greenwood, M. J. and McDowell, J. M. 
The Factor Market Consequences of U.S. Im- 
migration. 

Komai, J. The Hungarian Reform Process: Vi- 
sions, Hopes, and Reality. 

' Samuel son, P. A. Yes to Rol>ert Dorfinan’s 
Vindication of Thiinen’s Natural-Wage Deri- 
vation [Thiinen at Two Hundred], 

)ournal of Economic and Social Measurement, 
Vol. 14, No. 2, July 1986 

Duleep, H. O. Incorporating Longitudinal As- 
pects into Mortality Research Using Social Se- 
curity Administrative Record Data. 

CreMer, L. Household Saving in an Era of 
Financial Turmoil, 1975-1984. 

Kennedy, J. M.; De Jong, G. F. and Lichter, 
D. T. Updating laical Area Population Pro- 
jections with Current Migration Estimates. 
Lanning, S. G. Missing Observations: A Si- 
multaneous Approach versus liiteqmiution l>y 
Related Series. 

Lee, E. S., et al. Complex Survey Data Analy- 
sis: Estimation of Standard Errors Using Pseu- 
dostrata. 

Shriver, K. A. A Statistical Test of the Stability 
Assumption Inherent in Empirical Estimates 
of Economic Depreciation. 

Journal of Economic Theory, Vol. 39, No. 2, 
August 1986 

• Admati, A. R. and Pfleiderer, P. A Monopo- 

listic Market for Information. 

Boyer, M. Corrigenda [Rational Demand and 
Expenditures Patterns under Habit Forma- 
tion]. 

Dos Santos Ferreira, R. Is a Wider Choice 
Conducive to Stability !' A Comment ( Money, 
National Debt, and Economic Growth], 
Esteban, J. A Characterization of the Core in 
Overlapping-Generations Economies [An 
Exact Consumption-Loan Model of Interest 
with or without the Social Contrivance of 
Money]. 

Cabszewicz, J. J., et al. Segmenting the Mar- 
ket: The Monopolist’s Optimal Product Mix. 

• Cagey, F.; Laroque, G. and Lollivier, S. 

Monetary and Fiscal Policies in a Generul 
Equilibrium Model. 

Jordan, J. S. Instability in the Implementa- 
tion of Walrasian Allocations. 

• Judd, K. L. and Petersen, B. C. Dynamic- 

Limit Pricing and Internal Finance. 

• Nguyen, T. T. and Wh alley, J. Equilibrium 

under Price Controls with Endogenous Trans- 
actions Costs. 

• Raut, L. K. Myopic- Topologies on Generul 

Commodity Spaces. 


Journal of Economic Theory, Vol. 40, No. 1, 
October 1986 

• Boldrin, M. and Montrucchio, L. On the In- 

determinacy of Capital Accumulation Paths. 

• Brock, W. A. Distinguishing Random and 

Deterministic Systems: Abridged Version. 

• Dana, R.-A. and Montrucchio, L. Dynamic 

Complexity in Duopoly Games. 

• Deneckere, R. J. and Pclikan, S. Competitive 

Chaos. 

• Farmer, R. E. A. Deficits and Cycles. 
Crandmont, J.-M. and Maigrangc, P. Non- 
linear Economic Dynamics: Introduction. 

• Crandmont, J.-M. and Laroque, G. Stability 

of Cycles and Expectations. 

• Crandmont, J.-M. Stabilizing Competitive 

Business Cycles. 

• Gucsncrie, R. Stationary Sunspot Equilibria 

in an N Commodity World. 

• Rcichlin, P. Equilibrium Cycles in an Over- 

lapping Generations Economy with Produc- 
tion. 

• Sauri, D. G. and Williams, S. R. On the Ixx-al 

Convergence of Economic Mechanisms. 

• Woodford, M. Stationary Sunspot Equilibria 

in a Finance Constrained Economy. 

Journal of Economic Theory, Vol. 40, No. 2, 
December 1986 

Bandyopadhyay. T. Rationality, Path Inde- 
pendence, and the Power Structure. 

• Dekcl, E. An Axiomatic Characterization of 

Preferences under Uncertainty: Weakening 
the Independence Axiom. 

• Demangc, G. Free Entry and Stability in a 

Cournot Model. 

• Furth, D. Stability and Instability of Oligop- 

oly. 

Khan, M. A. and Mitra. T. On the Existence 
of a Stationary Optimal St(M-k for a Multi-sec- 
tor Economy: A Primal Approach. 

• Mak, K.-T. On Separability: Functional Struc- 

ture. 

• Mitra, T. and Wan, H. Y., Jr. On the Faust- 

manii Solution to the Forest Management 
Problem. 

Peters, M. and Winter, R. A. Research and 
Development with Publicly Observable Out- 
comes. 

Yu, E. S. H. and Ingenc, C. A. Resource Allo- 
cution in a General Equilibrium Model of Pro- 
duction under Uncertainty: Tin- false of Vari- 
able Supply of latlxir. 

Journal of Economics (Zeitschrift fur 
Nationalftkonomie), Vol. 46, No. 2, 1986 

• Chaudhuri, T. D. and Khan, M. A. Commer- 

cial Policy in an Asymmetric World Economy. 
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F Sure, R.; Grosskopf, S. and Lovell, C. A. K. 

Scale Economies and Duality. 

• Okuguchi, K. l,abor- Managed Bertrand and 

Cournot Oligopolies. 

• Scngupta, J. K. Optimal Monopolistic Strat- 

egy under Demand Uncertainty. 

• Visile, J. Joint Production und Market Struc- 

ture: The Case of Oil and Natural Cas. 

• Weissenberger, E.; Mullcr-Brockhausen, G. 

and Welsch, H. A Factor Demand Model 
with Quasi-fixed Factors and Rational Expec- 
tations. 

Journal of Economics (Zeitschrift fur Na- 
tion alokonom ie ) , Vol. 46, No. 3, 1966 

• Elbers, C. and Weddepohl, H. N. Steady 

State Equilibria with Saving for Retirement 
in a Continuous Time Overlapping Genera- 
tions Model. 

Hackman, S. T. A New, Geometric Pr<x>f of 
Shephard's Duality Theorem. 

• van den Hcuvel, P. Nonjoint Production and 

the Cost Function: Some Refinements. 

• Magi'll, M. J. P. and Nermuth, M. On the 

Qualitative Properties of Futures Market 
Equilibrium. 

Ng, Y.-K. Beyond Pareto Optimality!! A Re- 
sponse. 

Ng, Y.-K. A Final Rejoinder (Beyond Pareto 
Optimality). 

• Sakai, Y. Cournot and Bertrand Equilibria un- 

der Imperfect Information. 

Seidl, C. A Final Note [ Beyond Pareto Opti- 
mality). 

Seidl, C. Beyond Pareto Optimality? A Com- 
ment. 

Journal of Environmental Economics and 
Management, Vol. 13, No. 4, December 1986 

Cairns, R. D. A Model of Exhaustible Re- 
source Exploitation with Ricardian Rent. 
Gregory, R. Interpreting Measures of Eco- 
nomic Loss: Evidence from Contingent Valua- 
tion and Experimental Studies. 

Hannon, B.; Costanza, R. and Herendeen, 
R. A. Meusures of Energy Cost and Value 
in Ecosystems. 

Lee, D. R. and Misioick, W. S. Substituting 
Pollution Taxation for General Taxation: Sonic 
Implications for Efficiency in Pollutions Taxa- 
tion. 

Mendelsohn, R. Regulating Heterogeneous 
Emissions. 

Milliman, S. R. Optimal Fishery Management 
in the Presence of Illegal Activity. 

Rosenman, R. E. The Optimal Tax for Maxi- 
mum Economic Yield: Fishery Regulation un- 
der Rational Expectations. 


Sellar, C.; Chavas, J.-P. and Stoll, J. R. 
Specification of the Digit Model: The Case 
of Valuation of Nonmarket Goods. 

Journal of European Economic History, Vol. 15, 
No. 1, Spring 1986 

Baladouni, V. Armenian Trade with the En- 
glish East India Company: An Apcryu. 

Harris, J. R. Michael Alcock and the Transfer 
of Birmingham Technology to France liefnre 
thc Revolution. 

Jackson, M. R. Industrial Output in Romania 
and Its Historical Regions. 1880 to 1930: Part 
1—1880 to 1915. 

Montanan, A. Planning and Urban Growth 
in Southern Europe. 

Tilly, R. H. German Banking. 1850-1914: De- 
velopment Assistance for the Strong. 

Toch, M. Lords and Peasants: A Reappraisal 
of Medieval Economic Relationships. 

Journal of European Economic History, Vol. 15, 
No. 2, Fall 1986 

Cadieux, F. Western Technology and F.arl> 
Russian Pipelines, 1877-1917. 

Faroqhi. S. The Venetian Presence in the Ot- 
toman Empire (1000-1030). 

Jackson, M. R. Industrial ( intent mi Mom min 
and Its Historical R< 

II, 1913 to 1930 

Kricdtc, P. I), i 
Rhythms: The K> 

Krefeld in the I'd 

O’Brien. P. K. I 
the Study of Etna i 
XIXth Century ? 

Journal of Finance. Vol. 41. No. i. I.\.. 

1986 

Cadsby, C. B. Performance llvpnthesis Test- 
ing with the Sharpe and Treynor Measures: 
A Comment. 

• Chan, K. C. ( ’ an Tax- 1 /ns Selling Explain the 

January Seasonal in Stock Returns? 

• Chen, A. H. and Merville, I,. J. An Analysis 

of Divestiture Effects Resulting from Deregu- 
lation. 

• Doherty, N. A. and Garven, J. R. Price Regu- 

lation in Property-Liability Insurance: A Con- 
tingent -Claims Approach. 

Dyl. E. A. and Maberlv, E. D. The Weekly 
Pattern in Stoek Index Futures: A Further 
Note. 

Farmer, R. E. A. and Winter, R. A. Tile Role 
of Options in the Resolution oi Agenev Prob- 
lems: A Comment [Theory of the Finn: Mana- 
gerial Behaviour, Agency Costs and Owner- 
ship Structure |. 
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Green, R. C. Positively Weighted Portfolios 
on the Minimum- Variance Frontier. 

Haugen, R. A. and Senbet, L. W. The Role 
of Options in the Resolution of Agency Prob- 
lems: A Reply. 

Heck, J. L.; Cooley, P. L. and Hubbard, 
C. M. Contributing Authors and Institutions 
to the Journal of Finance ; 1946-1985. 

• Ho, T. S. Y. and Lee, S. Term Structure 

Movements and Pricing Interest Rate Contin- 
gent Claims. 

• KarpofT, J. M. A Theory of Trading Volume. 
Lam, C. H. and Chen, A. H. A Note on Opti- 
mal Credit and Pricing Policy under Uncer- 
tainty: A Contingent-Claims Approach. 

Levy, H. Upper and l-ower Bounds of Put 
and Call Option Value: Stochastic Dominance 
Approach — Erratum. 

Reid, D. W. and Tew, B. V. Mean-Variance 
versus Direct Utility Maximization: A Com- 
ment. 

Stanhouse, B. Commercial Bank Portfolio Be- 
havior and Endogenous Uncertainty. 
Vcnkatesh, P. C. and Chiang, R. Information 
Asymmetry and the Dealer’s Bid— Ask Spread: 
A Case Study of Earnings and Dividend An- 
nouncements. 

Zardkoohi, A.; Rangan, N. and Kolari, J. 

Homogeneity Restrictions on the Translog 
Cost Model: A Note [Scale Economies in 
Banking: A Restructuring and Reassessment J. 

Journal of Financial Economics, Vol. 16, No. 3, 
July 1886 

• Benninga, S. and Protopapadakis, A. Genera! 

Equilibrium Properties of the Term Structure 
of Interest Rates. 

• Brfckley, J. A. and James. C. M. Access to 

Deposit Insurance, Insolvency Rules and the 
Stock Returns of Financial Institutions. 

• Dietrich-Campbell, B. and Schwartz, E. 

Valuing Debt Options: Empirical Evidence. 

• Kalay, A. and Loewenstein, U. The Informa- 

tional Content of the Timing of Dividend An- 
nouncements. 

• Lakonishok, J. and Vermaelen, T. Tax-In- 

duced Trading around Ex-dividend Days. 

Journal of Financial Economics, Vol. 17, No. 1, 
September 1986 

• Barone- Adesi , G. and Whaley, R. E. The Val- 

uation of American Call Options and the Ex- 
pected Ex-dividend Stock Price Decline. 

• Diinson, E. and Marsh, P. Event Study 

Methodologies and the Size Effect: The Case 
of UK Press Recommendations. 

• Dunn, K. B. and Singleton, K. J. Modeling 


the Term Structure of Interest Rates under 
Non-separuble Utility and Durability of 
Goods. 

• Fama, E. F. Term Premiums and Default 

Premiums in Money Murkcts. 

• French, K. R. and Roll, R. Stock Return Vari- 

ances: The Arrival of Information and the Re- 
action of Traders. 

• Holthausen, R. W. and Leftwich, R. W. 

The Effect of Bond Rating Changes on Com- 
mon Stock Prices. 

• Lo, A. W. Statistical Tests of Contingent- 

Claims Asset-Pricing Models: A New Method- 
ology. 

• Mankiw, N. G. The Equity Premium and the 

Concentration of Aggregate Shocks. 

• Smirlock, M. and Starks, L. Day-of-the-Week 

and Intraday Effects in Stock Returns. 

Journal of Financial Economics, Vol. 17, No. 2, 
December 1886 

• Amihud, Y. and Mendelson, H. Asset Pricing 

and the Bid-Ask Spread. 

• Buser, S. A. and Hess, P. J. Empirical Deter- 

minants of the Relative Yields on Taxable and 
Tax-Exempt Securities. 

• Chang, E. C. and Pinegar, J. M. Return Sca- 

sunality und Tax-Loss Selling in the Market 
for Long-term Government and Corjxrrutc 
Bonds. 

• Kcim, D. B. and Stambaugh, R. F. Predicting 

Returns in the Stuck and Bond Markets. 

• Langohr, H. M. and Viallet, C. J. Compensa- 

tion and Wealth Transfers in the French Na- 
tionalizations: 1981-1982. 

• Ramaswamy, K. and Sundaresan, S. M. 

The Valuation of Floating-Rate Instruments: 
Theory and Evidence. 

• Richardson, G.; Sefcik, S. E. and Thompson, 

R. A Test of Dividend Irrelevance Using 
Volume Reactions to a Change in Dividend 
Policy. 

Journal of Financial and Quantitative Analysis, 
Vol. 21, No. 4, December 1886 

Brauer, G. A. Using Jump-Diffusion Return 
Models to Measure Differential Information 
by Firm Size. 

Fabozzi, F. J. and Thurston, T. B. State Taxes 
and Reserve Requirements as Major Determi- 
nants of Yield Spreads among Money Market 
Instruments. 

John, T. A. Mergers and Investment Incen- 
tives. 

Lewellen, W. G. and Emery, D. R. Corpo- 
rate Debt Management and the Value of the 
Firm. 
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Miller, M. H, Financial Innovation: Tlio Iaist 
Twenty Years and the Next. 

O’Hara, M. and Oldfield, C. S. The Micro- 
economics of Market Making. 

Page, F. H., Jr. and Sanders, A. B. A General 
Derivation of the Jump Process Option Pric- 
ing Formula. 

Shustri, K. and Tandon, K. An Kmpirical Test 
of a Valuation Model for American Options 
of Futures Contracts. 

Journal of Financial Research, Vol. 9, No. 4, 
Winter 1986 

Atchison, M. 1). Non-representative Trading 
Frequencies and the Detection of Abnormal 
Performance. 

Barrett, W. B.; Ilcuson, A. J. and Kolh, 
R. W. The Differential Effects of Sinking 
Funds on Bond Risk Premia. 

Blum, G. A.; Krucaw, W. A. and I swollen, 
W. Cl. Determinants of the Execution Costs 
of Common Stock Trades l>y Individual Inves- 
tors. 

Ferris, S. P.; Johnson, D. J. and Shnmc, 
D. K. Regulatory Environment and Market 
Response to Public Utility Rate Decisions. 

Fooludi, I. and Roberts, G. S. On Preferred 
Stock. 

Leonurd. I). C. and Soil, M. E. Recent Evi- 
dence on the Accuracy and Rationality of Pop- 
ular Inflation Forecasts. 

Scott, W. L. and Peterson, R. L. Interest Rate 
Risk and Equity Values of Hedged and Un- 
hedged Financial Intermediaries. 

Shomc, D, K.; Smith, S. D. and Ilcggcstad, 
A. A. Capital Adequacy and the Valuation 
of lairge Commercial Banking Organizations. 

Journal of Health Economics, Vol. 5, No. I, 
March 1986 

Lcwit, E. M. The Diffusion of Surgical Tech- 
nology: Who’s on First':' 

Mitchell, J. M. and Butler, J. S. Arthritis and 
the Earnings of Men. An Analysis lncorjiorat- 
ing Selection Bias. 

• Sloan, F. A., et al. Diffusion of Surgical Tech- 

nology: An Exploratory Studv. 

• Stoddart, C. I,., et al. Tobacco Taxes and 

Health Care Costs; Do Canadian Smokers Pay 
Their Wav? 

• Torrance, G. W. Measurement ol Health 

State Utilities fur Economic Appraisal: A Re- 
view. 

Journal of Health Economics, Vol. 5, No. 2, June 
1986 

Chemichovslcy, D. and Zmora. 1. A Hedonic 
Prices Approach to Hospitalization Costs: Tin- 


Case of Israel. 

• Ellis, R. P. and McGuire, T. G. Provider Be- 

havior under Prospective Reimbursement: 
Cost Sharing and Supply. 

• Grannemunn, T. W.; Brown, R. S. and Pauly, 

M. V. Estimating Hospital Costs: A Multi- 
ple-Output Analysis. 

• Joglekar, P. and Paterson, M. L. A Closer 

Iz>ok at the Returns and Risks of Pharmaceuti- 
cal R&D. 

Journal of Health Economics, Vol. 5, No. 3, 
September 1986 

• Feldman, R. and Dowd, B. Is There a Com- 

petitive ’Market for Hospital Services:' 

• Jensen, G. A. and Morrisey, M. A. Medical 

Staff Specialty Mix and Hospital Production. 

• Long, S. H.; Settle, R. F. and Stuart, B. C. 

Reimbursement and Access to Physicians’ 
Services under Medicaid. 

• WagstafT, A. Tire Demand for Health. Some 

New Empirical Evidence. 

Journal of Human Resources, Vol. 21, No. 2, 
Spring 1986 

Diamond. A. M.. Jr. What Is a Citation 
Worth? 

Dulcep, H. O. Measuring the Effect of In- 
come on Adult Mortality Using longitudinal 
Administrative Record I) 1 
Hogan, T. D. T in ! 

U.S. Ph D. Pro- 
file 1970s. 

Holzcr, H. J. He- 
Lalxir Market El 1 
Male Youth. 

McEIwuin, A. M. .. 

Social Security Pas mi. 

Work Pattern. 

Moser, J. W. Demographic and I nuc Patterns 
in laivoffs and Quits. 

Neuman, S. and Zidermun. A. Testing the 
Dual taihor Market Hypothesis. Evidence 
from the Israel lailxir Mobility Survey 
O’Brien, A. M. and Hawley, C. B. The lailxir 
Force Participation Behavior of Married 
Women under Conditions oi Constraints on 
Borrowing. 

Welch, W. P. The Elasticity of Demand for 
Health Maintenance Organizations. 

Journal of Human Resources, Vol. 21, No. 3. 
Summer 1986 

• Dcwees, D. N. and Daniels, R. J. The Cost 

of Protecting Occupational Health: The As- 
liestos Case. 
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• Ellis, R. F. and McGuire, T. G. Cost Sharing 

and Patterns of Mental Health Cane Utiliza- 
tion. 

• Frank, R. G. and Lave, J. R. The Effect of 

Benefit Design on the Length of Stay of Med- 
icaid Psychiatric Patients. 

• Goss, E. P. and Paul, C. Age and Work Expe- 

rience in the Decision to Migrate. 

Lewis, G. B. Gender and Promotions: Promo- 
tion Chances of White Men and Women in 
Federal White-Collar Employment. 

• Manning, W. G., Jr. and Wells, K. B. 

Preliminary Results of a Controlled Trial of 
the Effect of a Prepaid Group Practice on the 
Outpatient Use of Mental Health Services. 
McGuire, T. C. and Scheffier, R. M. Re- 
search Issues in Reimbursement of Mental 
Health Services: Conference Overview. 

• Scheffier, R. M. and Watts, C. A. Determi- 

nants of Inpatient Mental Health Use in a 
Heavily Insured Population. 

Journal of Human Resources, Vol. 21, No. 4, 
Fall 1986 

• Borjai, G. J. The Self-Employment Experi- 

ence of Immigrants. 

• Burtless, G. and Orr, L. L. Are Classical Ex- 

periments Needed for Manpower Policy? 
Conlisk, J. Design Model Issues in Social Ex- 
perimentation: Review Article. 

• Connelly, R. A Framework for Analyzing the 

Impact of Cohort Size on Education and ladror 
Earnings. 

• Flinn, C. J. Econometric Analysis of CPS- 

Type Unemployment Data. 

Haveman, R. H. Social Experimentation and 
Social Experimentation: Review Article. 

• Heckman, J. J. and Hobs, V. J. An Investiga- 

tion of the Labor Market Earnings of Panama- 
nian Males: Evaluating the Sources of In- 
equality. 

• Wolf, D. and Greenberg, D. The Dynamics 

of Welfare Fraud: An Econometric Duration 
Model in Discrete Time. 

Journal of Industrial Economics, Vol. 35, No. 2, 
December 1986 

• Barbera, A. J. and McConnell, V. D. Effects 

of Pollution Control on Industry Productivity: 
A Factor Demand Approach. 

• Farber, S. C. and Martin, R. E. Market 

Structure and Pollution Control under Imper- 
fect Surveillance. 

• FitzRoy, F. R. and Kraft, K. Profitability and 

Profit-Sharing. 

• Hobbs, B. F. Mill Pricing versus Spatial Price 

Discrimination under Bertrand and Cournot 


Spatial Competition. 

• Kim, M. and Sachish, A. The Structure of Pro- 

duction, Technical Change and Productivity 
in a Port. 

• Sleuwaegen, L. E. and Dehandschutter, 

W. V. The Critical Choice lietween the 
Concentration Ratio and the //-Index in As- 
sessing Industry Performance. 

• Spiller, P. T. and Huang, C. J. On the Extent 

of the Market: Wholesale Gasoline in the 
Northeastern United States. 

Journal of International Economics, Vol. 21, No. 
1/2, August 1986 

• Aw, B. Y. and Roberts, M. J. Measuring 

Quality Change in Quota-Constrained Import 
Markets: The (fase of U.S. Footwear. 

• Cuddington, J. T. and Vfnals, J. M. Budget 

Deficits and the Current Account: An Inter- 
tcinpurul Disequilibrium Approach. 

• Dixit, A. K. and Norman, V. Gains from 

Trade without Lump-Sum Compensation. 

• Gaior, O. Global Dynamic' Inefficiency in the 

Absence of International Policy Coordination: 
A Nortlj-South Case. 

• Crinols, E. L. Foreign Investment and Eco- 

nomic Growth: Characterization of a Second- 
Best Policy for Welfare Cains. 

• Kemp, M. C. and Wan, H. Y., Jr. Gains from 

Trade with and without Lump-Sum Compen- 
sation. 

• Kol, J. and Mennes, L. B. M. Intra-industry 

Specialization: Some Observations on Con- 
cepts and Measurement. 

• Laskar, D. International Cooperation and Ex- 

change Rate Stabilization. 

• Takagi, Y. Inflation and Cumulative Debt 

Outstanding of I,ess-Developed Countries. 

• van Wijnbergen, S. J. G. Mucmeconomie As- 

pects of the Effectiveness of Foreign Aid: On 
the Two-Gap Model, Home Goods Disequi- 
librium and Real Excltungc Rate Misalign- 
ment. 

• Wong, K.-y. Are International Trade and Fac- 

tor Mobility Substitutes? 

• Wooton, I. Preferential Trading Agreements: 

An Investigation. 

Journal of International Economics, Vol. 21, No. 
3/4, November 1986 

• Daniel, B. C. Empirical Determinants of Pur- 

chasing Power Parity Deviations. 

• Das, S. P. Optimal Taxation of Foreign Capi- 

tal When Its Movements Are Sluggish. 

• Dixit, A. K. and Grossman, C. M. Targeted 

Export Promotion with Several Oligopolistic 
Industries. 
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• Flood, R. P. and Hodrick, R. J. Real Aspects 

of Exchange Hate Regime Choice with Col- 
lapsing Fixed Rates. 

• Jensen, R. and Thursby, M. C. A Strategic- 

Approach to the Product Ufe Cycle. 

• Kemp, M. C. and Tawada, M. The World 

Production Frontier under Variable Returns 
to Scale. 

• Miyngiwa, K. F. A Reconsideration of the 

Welfare Economics of a Free-Trade Zone. 

• Rodrlk, D. Tariffs, Subsidies, and Welfare 

with Endogenous Policy. 

• Staiger, R. W. Measurement of the Factor 

Content of Foreign Trude with Traded Inter- 
mediate Goods. 

• Stockman, A. C. and Dellas, H. Asset Mar- 

kets, Tariffs, and Political Risk. 

• Turnovsky, S. J. Optimal Tariffs in Consistent 

Conjectural Variations Equilibrium. 

• Wong, K. International Factor Movements. 

Repatriation and Welfare. 

Journal of Law and Economics, Vol. 29, No. 2, 
October 1986 

Adams, J. D. and Kenny, L. W. Optimal Ten- 
ure of Elected Public Officials. 

Barth, J. R.; Cordes, J. J. and Yezer, A. M. J. 
Benefits and Costs of Legal Restrictions on 
Personal Ixian Markets. 

Butler, R. J. and Worrall, J. D. The Costs 
of Workers' Compensation Insurance: Private 
versus Public. 

Cone, K. R. and Dranove, D. Why Did States 
Enact Hospital Rate-Setting Iatws? 

Crain, W. M. and Goff, B. L. Televising Leg- 
islatures: An Economic Analysis. 

Eckel, C. C. and Vermaelen, T. Internal Reg- 
ulation: The Effects of Government Owner- 
ship on the Value of the Finn. 

Higgins, R. S. and Rubin, P. H. Counterfeit 
G(kk1s. 

Noether, M. The Effect of Government Policy 
Changes on the Supply of Physicians: Expul- 
sion of a Competitive Fringe. 

Staten, M. and limbeck. J. A Study of Signal- 
ing Behavior in Occupational Disease Claims. 
Walters, S. J. K. Reciprocity Reexamined: 
The Consolidated Foods Case. 

Journal of Law, Economics and Organization, 
Vol. 2, No. 2, Fall 1986 
Baysingcr, B. D. and Zardkoohi, A. Technol- 
ogy, Residual Claimants, and Corporate Con- 
trol. 

Bebchuk, L. A. The Case for Facilitating 
Competing Tender Offers: A Last (P) Reply 
[The Proper Role of a Target’s Management 


in Responding to a Tender Offer] [Auctions 
and Sunk Costs in Tender Offers], 

Craswell, R. and Calfee, J. E. Deterrence 
and Uncertain Legal Standards. 

Gifford, A., Jr. and Kenney, R. W. The Pro- 
duction of Information through Labor Market 
Contests. 

Grossman, G. M. and Shapiro, C. Research 
Joint Ventures: An Antitrust Analysis. 

Schwartz, A. Search Theory and the Tender 
Offer Auction. 

Schwartz, A. Bebchuk on Minimum Offer Pe- 
riods. 

Tiroie, J. Hierarchies and Bureaucracies: On 
the Role of Collusion in Organizations. 

Vanberg, V. and Buchanan, J. M. Organiza- 
tion Theory and Fiscal Economics: Society, 
State, and Public Debt. 

Journal of Macroeconomics, Vol. 8, No. 2, Spring 
1986 

Ahking, F. W. A Problem with Estimating the 
Short-run Monetary Exchange Rate Model. 

Baye, M. R. and Cosimano, T. F. Erratic- 
Monetary Policy and the Dispersion of Com- 
modity Prices. 

Duck, N. W. The Influence of lagged Unan- 
ticipated Money on R< ' 

Illustrative Mod- ' 

Grant, J. II. and ' 
tenoe of a Mark- 
Capital: An Em, 
and Neoclassical 

Holden, K. and 1 
Benefits on Unci- 
Interwar Period: Sim.. . 
idencc. 

Isaac, A. G. Reversing the Phillips' Curve: A 
M icrofounda t ion . 

McDonald, J. An Econometric Test of Infla- 
tion Neutrality Using Observable Variables 
Only. 

Officer, L. H. The Law of One Price Cannot 
Be Rejected: Two Tests Based on the Trad- 
able/Nontradable Price Ratio. 

Rao, B. B. A Note on Employment, Labor 
Supply, and Real Wages in Market Disequi- 
librium. 

Sarantis, N. C. A Note on Employment, La- 
l>or Supply, and Real Wages in Market Dis- 
equilibrium: A Reply. 

Journal of Monetary Economics, Vol. 18, No. 1, 
July 1986 

• Cornell, B. and French, K. R. Commodity- 
Own Rates. Real Interest Rates, and Money 
Supply Announcements. 
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per Bound on Optimal Income Taxes. 

• Ta oml a, M. On the Optimal Income Taxa- 

tion and Educational Decisions. 

• Weymark, J. A. A Reduced-Form Optimal 

Nonlinear Income Tax Problem. 

Journal of Public Economics, Vol. 30, No. 3, 
August 1986 

• Heady, C. J. and Mitra, P. K. Optimal Taxa- 

tion and Public Production in an Open Dual 
Economy. 

• Jones, S. R. C. Unemployment Insurance anti 

Involuntary Unemployment: Tlie Cuse of Ad- 
verse Selection. 

• Kami, E. and Zilcha, I. Welfare and Compar- 

ative Stutics Implications of Fair Social Secu- 
rity: A Steady-state Analysis. 

• King, M. A. A Pigovian Rule for the Optimum 

Provision of Public Goods. 

Ffingsten, A. Distrihutionally-Neutral Tax 
Changes for Different Inequality Concepts 
[‘Linear’ Income Tax Cuts: Distributional Ef- 
fects, Social Preferences, und Revenue Elas- 
ticities]. 

Shieh, Y.-N. Wealth Effects, Treasury Bill Fi- 
nancing, Perpetuity Financing, and Stability. 
Solow, J. L. Interindustry Flows and the Inci- 
dence of the Corporate Income Tax. 

• Varela, O. and Olson, R. E. A General Equi- 

librium Analysis of Financial Regulation. 

• Yaniv, G. Fraudulent Collection of Unem- 

ployment Benefits: A Theoretical Analysis 
with Reference to Income Tax Evasion. 

Journal of Public Economics, Vol. 31, No. 1, 
October 1986 

• Feltenstein, A. An Intertemporal General 

Equilibrium Analysis of Financial Crowding 
Out: A Policy Model and an Application to 
Australia. 

Hui, W. T. and Trivedi, P. K. Duration De- 
pendence. Targeted Employment Sulreidies 
and Unemployment Benefits. 

• Moulin, H. Characterizations of the Pivotal 

Mechanism. 

• Tachibanaki, T. and Shimono, K. Saving and 

the Life-Cycle: A Cohort Analysis. 

• Tcsfatsion, L. Time Inconsistency of Benevo- 

lent Government Economies. 

Journal of Public Economics, Vol. 31, No. 2, 
November 1986 

• Bhatia, K. B. Taxes, Intermediate Goods, and 

Relative Prices: The Case of Variable Coeffi- 
cients. 

• Haipern, J. and Ha us man, J. A. Choice un- 

der Uncertainty: A Model of Applications for 


the Social Security Disability Insurance Pro- 
gram. 

• Hell wig, M. F. The Optimal Lineur Income 

Tax Revisited. 

• Lui, F. T. A Dynamic Model of Corruption 

Deterrence. 

• Luton, R. A. and McAfee, R. P. Sequential 

Procurement Auctions. 

Ray, R. Sensitivity of ‘Optimal’ Commodity 
Tax Rates to Alternative Demand Functional 
Forms: An Econometric Case Study of India. 

• Veall, M. R. Public Pension s us Opiiinul So- 

cial Contracts. 

Journal of Public Economics, Vol. 31, No. 3, 
December 1986 

• Boardman, A.; Freedman, R. and Eckel, 

C. C. The Price of Government Ownership: 
A Study of the Dointur Takeover. 

• Bovenberg, A. L. Capital Income Taxation in 

Crowing Oj>en Economies. 

Chang. F. R. and Wildasin, D. E. Random- 
ization of Commodity Taxes: An Expenditure 
Minimization Approach. 

• Mookherjee, D. Shadow Pricing with Sulmp- 

timul Policy Rules. 

• Throsby, C. D. and Withers, G. A. Strategic- 

Bias and Demand for Public Goods: Theory 
and an Application to the Arts. 

• Wright, R. The Redistributive Holes of Unem- 

ployment Insuraneeand the Dynamics of Vot- 
ing. 

Journal of Quantitative Economics, Vol. 2, No. 
2, July 1986 

Chattcrji, M. and Junankar, P. N. Agricul- 
tural Taxation in la-ss Developed Countries: 
Effects of a Tax on Inefficiency. 

Chetty, V. K. and Jha, S. Microeconomics of 
' Rationing and Licensing. 

Cangopadhyay, S. Choice of Techniques, 
Employment and Poverty. 

Jha, R. and Murty, M. N. Optimal Non-linear 
Taxation with Interdependent Utilities. 
Kalirajan, K. Measuring Technical Efficien- 
cies from Interdependent Multiple Outputs 
Frontiers. 

King, M. L. Efficient Estimation and Testing 
of Regressions with a Serially Correlated Er- 
ror Component. 

Ray, R. On Setting Indirect Taxes in India 
Using the Ramsey Approach: Evidence from 
Household Budget Data. 

Singh, B. and Sahni, B. S. Patterns and Direc- 
tions of Causality between Government Ex- 
penditure and National Income in the United 
States. 
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Singh, C. Han do ni Number Generation and 
Some Econometric Applications. 

Singh, N. Equilibrium Price Dispersion with 
Sequential Scurch. 

Srivastava, V. K. and Misra, G. D. Efficiency 
of an OGLS Estimator in Seemingly Unre- 
lated Regression Equations with Constrained 
Covariance Structures. 

Journal of Regional Science, Vol. 26, No. 4, 
November 1986 

Anselin, L. Some Further Notes on Spatial 
Models und Regional Science (Non-nested 
Tests on the Weight Structure in Spatial Auto- 
regressive Models: Some Monte-Carlo Re- 
sults]. 

Bossert, W. and Buhl, H. U. On Sufficient 
Conditions for Interior I .oca t ion in the Trian- 
gle Space: A Comment (On a Foundation of 
the Economic Theory of Iuic-ation — Trans- 
port Distance vs. Technological Substitu- 
tion]. 

De Borger, B. Estimating the Benefits of Pub- 
lic- Housing Programs: A Characteristics Ap- 
proach. 

Emmi, P. C. On the Stability of Housing See- 
tor Interaction: Evidence from 42 Metropoli- 
tan Areas. 

Galster, G. C. Nuclear Power Plants and Resi- 
dential Property Values: A Comment on 
Short-run vs. lamg-run Considerations. 

Gamble, H. B. and Downing, R. H. Nuclear 
Power Plants and Residential Property 
Values: A Comment on Short-run vs. Ixing- 
run Considerations: A Reply. 

• Gerber, R. I. The Comparative Static Re- 

sponse of Rental Housing to a Price Change: 
Iuilatiou and Government Policy. 

Haining, R. Spatial Models and Regional Sci- 
ence: A Comment on Anselm's Paper and Re- 
search Directions [Non-nested Tests on the 
Weight Structure in Spatial Autoregressive 
Models: Some Monte-Carlo Results], 

• Ldfgren, K. G. The Spatial Monopsony: A 

Theoretical Analysis. 

• McGuire, M. G. Private Production, Collec- 

tive Consumption, und Regional Population 
Structure: '11 ic Interactions lietween Public 
and Private Good Provision us Determinants 
of Community Composition. 

Thill, J.-C. A Note on Multipurpose and Mul- 
tistop Stropping. Sales, and Market Areas of 
Firms. 

• Thore, S. Spatial Disequilibrium. 

• Wheat, L. F. The Determinants of 1963-77 

Regional Manufacturing Growth: Why the 
South and West Grow. 


Ziegler, J. A. taxation, Theory of Production, 
and Variable Transportation Rates. 

Journal of Royal Statistical Society, Series A, Vol. 
149, No. 3, 1986 

Hart, N. Inequalities in Health: The Individ- 
ual versus the Environment. 

Harvey, A. C. and Durbin, J. The Effects of 
Scat Bell legislation on British Road Casual- 
ties: A Case Study in Structural Time Series 
Modelling. 

Journal of Urban Economies, Vol. 20, No. 3, 
November 1986 

Englund, P. Transaction Costs, Capital-Gains 
Taxes, and Housing Demand. 

Goldberg, K. and Scott, R. C. Intrametropoli- 
tan Fiscal Relations: Special Taxing Districts. 

Ihlanfeldt, K. R, and Martinez-Vazquez, J. 
Alternative Value Estimates of Owner-Occu- 
pied Housing: Evidence on Sample Selection 
Bias and Systematic Errors. 

Mark, J. H. and Goldberg, M. A. A Study 
of the Impacts of Zoning on Housing Values 
over Time. 

Stover. M. E. The Price Elasticity of the Sup- 
ply of Single-Family Detached Urban Hous- 
ing. 

Stull, W. J. Tile Urlian Economies of Adam 
Smith. 

White, M. J. Propel ! \ T.ivi s , 
ing Aliandonmcnt 

Journal of Urban Eo 
January 1987 

Anders son, R. and "> 
of School Plans. 

Galster, C. C. Resir 
terracial Economic 1 
oils- Equations Approach. 

Gerber, H. I. and llewitt, D. P. i .l\ l iouqn ti- 
tiun und Redistribution Policy of laical Gov- 
ernments Competing for Business Capital. 

Manchester, J. Iuilatiou and Housing De- 
mand: A New Perspective 

Rollcxton, B. S. Determinants of Restrictive 
Suburliun Zoning: An Empirical Analysis. 

Sclimenner, R. W.; Huber, J. C. and Cook, 
R. L. Geographic Differences and the bxa- 
tiou of New Manufacturing Facilities. 

Weber. S. and Wiesmeth, H. Contract Equi- 
libria in a Regulated Rental Housing Market. 

Journal of World Trade Law, Vol. 20, No. 4. 
July:Aug. 1986 

Carey, S. C. and McLean, S. A. The United 
States, Countertrade and Third World Trade. 
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Kromnwnacker, R. J. The Impact of Informa- 
tion Technology on Trade Interdependence. 
Rugman, A. M. U.S. Protectionism and Cana- 
dian Trade Policy. 

Zakariya, H. S. Financing Petroleum Devel- 
opment in the Third World: The Role of the 
Public International Sector. 

Journal of World Trade Law, Vol. 20, No. 5. 
Sept.:Oct. 1986 

Frignani, A. The GATT Agreement on Gov- 
ernment Procurement: ICC Symposium. 
Hurni, B. EFTA-EC Relations: Aftermath of 
the Luxembourg Declaration. 

Janicaewsld, H, A. New Rules Concerning 
Technology Transfer in Poland. 

Lang, W. Environmental Protection: Hie 
Challenge ibr International Law. 

Marston, G. The UN Convention on Registra- 
tion of Ships. 

Meltrer, R. I. The V.S. Renewal of t/ie GST. 

Implications for North- South Trade. 

Mdndez, J. A. The Short-run Trade and Em- 
ployment Effects of Steel Import Restraints. 
Okedfli, O. Government Participation in the 
Nigerian Insurance Market: Regulatory or 
Competitive? 

Sawyer, W. C. and Sprinkle, R. L. U.S.-ls- 
rael Free Trade Area: Trade Expansion Effects 
of the Agreement. 

Konjunkturpolitik, Vol. 32, No. 3, 1986 

Bieshaur, H. and Kleinknecht, A. Koudratieff 
Long Waves? Reply. 

• Bongaerts, J. C. and Heinrichs, D. Deutsche 

Umweltschutzgesetze und Uniweltschutzin- 
vestitiouen des produzierenden Gewerl>es. 
(Cerman Environmental Protection legisla- 
tion and Environmental Investment by West 
German Manufacturing Industries. With En- 
glish summary.) 

• Cahlen, B.; Rahmeyer, F. and Stadler, M. 

Zur intcmationalen Wettlrcwcrhsialiigkeit der 
deutschen Wirtschaft. (The International 
Competitiveness of the Cerman Economy. 
With English summary.) 

• HiHinger, C. Theorie und Empiric der Kon- 

junkturzyklen. (Business Cycles — Theory and 
Empirical Results. With English summary.) 

• Pohoryies, S. Agricultural Emancipation in a 

Semi-Arid Ecosystem. 

Solomon, S. Kondratieff Long Waves in Ag- 
gregate Output? A Comment. 

■7 

Konjunkturpolitik, Vol. 32, No. 4, 1986 

• Gebauer, W. Kondratieff s Long Waves. 

• Stobernack, M. Umfang und Struktur der stil- 


len Reserve auf dem Arl>eitsmarkt. Eine 
Schiitzung auf der Grundlage des Sozio- 
okonomischen Panels. (Size and Structure of 
Hidden Unemployment in the Federal Re- 
public of Germany. With English summary.) 

• Zehender, W. Industrialisierung und re- 

gional (Cooperation in Sehwarzafrika. (Indus- 
trialization and Regional Cooperation in Sub- 
Saharan Africa. With English summary.) 

Kredit und Kapital, Vol. 19, No. 4, 1986 

Assenmacher, W. Die Dynumik der Infla- 
tions- und Beschiiftigungsentwieklung. F.ine 
theoretische und okonumetrischc Analyse. 
(Tlie Dynamism of Inflationary and Employ- 
ment Trends: A Theoretical and Econometric: 
Analysis. With English summary.) 

Dillcr, K. D. Die mittelfristigen Zinserwar- 
tungrn des Rundes. (Medium Term Interest 
Rate Expectation of the Federal Covernment. 
With English summary.) 

Dudlcr, H.-J. Geldinengenpolitik und Finan- 
zinnovationen. (Money Supply Policy and Fi- 
nancial Innovations. With English summary.) 

Rieke, W. Jahrestagung von IWF und Welt- 
Itank 1986. (Annual Meeting of IMF and the 
World Bank 1986. With English summary.) 

Schiemann, J. Wechselkursstahilisicrung 
durch internationale geldpolitisehe Koopcra- 
tion. Kritische Anmerkiingeii ztun McKinnon- 
Vosrsehlag. (Stabilising Exchange Rates via 
International Monetary Cooperation. Critical 
Remarks on the McKinnon Proposal. With 
English summary.) 

Van Horne, J. C. An Inquiry into Recent Fi- 
nancial Innovation. 

Wenzel, H.-D. Offentliche Krcdituufnulimc 
und Offentliche Invcstitionen im Wachstu- 
msgleichgewicht. (Deficit Spending, Public 
Investment and Growth Equilibrium. With 
English summary.) 

Kyklos, Vol. 39, No. 3, 1986 

Blankart, C. B. Das Handhuch der Kinanz- 
wissenschaft, eine Selhstdurstellung der deut- 
schen Finanzwi.ssenschaft? 

• Grubel, H. C. and Boland, L. A. On the Effi- 

cient Use of Mathematics in Economics: Some 
Theory, Facts and Results of an Opinion Sur- 
vey. 

• Kaempfer, W. H. and Lowenberg, A. D. 

A Model of the Political Economy of Intemu- 
tional Investment Sanctions: The Case of 
South Africa. 

■ Middleton, E. Some Testable Implications of 
a Preference for Subjective Novelty. 
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• Rothschild, K. W. 'Left' and ‘Right’ in 'Fed- 

eral Europe.' 

Tmunanoff, P. Exclusion Costs and the In- 
Kind Transfer. 

• Verbon, H. A. A. Altruism, Political Power 

and Public Pensions. 

Labor History, Vol. 27, No. 3, Summer 1986 

Johnson, M. P. Work, Culture, and the Slave 
Community: Slave Occupations in the Cotton 
Belt in I860. 

Luusc, M. A. Tlie "Unwashed Infidelity": 
Thomas Paine and Early New York City I abor 
History. 

Reed, M. E. Black Workers, Defense Indus- 
tries, and Federal Agencies in Pennsylvania, 
1941-1945. 

Rocdigcr, D. Ira Steward and the Anti-Slav- 
ery Origins of American Eight-Hour Theory. 

Schwartz, S. Holdings on the 1934 West Coast 
Maritime Strike in the San Francisco Head- 
quarters Archive. Sailors' Union of the Pacific: 
A Descriptive Summary. 

Liikctaloudellinen Aikakauskirjn, Vol. 35, No. 3, 
1986 

Holstius, K. Choice of Retailer in Non-equi- 
librium Competition. 

kahkonen, J. and Lcponiemi, A. Uusia suun- 
tauksiu kuiippukorkcakoulujcn tutkiinuksessa 
ja opetuksessa: Tuloksia inaaibnan kauppukoi- 
keakouluille tebdysla kyselystii. (New Trends 
in Research and Teaching in Business Schools. 
With English summary.) 

Kanniaincn, V. and Hcmesniemi, H. Inven- 
tories, Cost of Inventory Capital, and Sales 
Expectations. 

Loflund, A. Tasapuinomalliu merkitys osake- 
markkinoiden tehokkuustesteissa. (Tlie Effect 
of Using Different Market Model Speeifiea- 
tions in Tests of the Efficient Market Hypoth- 
esis [KMH] on the Finnish Stock Market. 
With English summary.) 

Pikkaraincn, P. and Vir6n, M. Mitii criluiset 
kokonaistuotannon trciidipoikkeamat kuvaa- 
vat? (How to Interpret Various Trend Mixlels. 
With English summary.) 

Pulkkinen, K. The Relationship lietween Cor- 
[xirate Strategies and Knowledge Representa- 
tion as a Factor to Be Considered in Designing 
Organizational Structures and Decision Sup- 
port Systems. 

Virtanen, V. and Laitinen, E. K. Vastaperus- 
tetun pienyrityksen ehxinjaanti/konkurssipm- 
sessin selittuminen. (The Success/Failure Pro- 
cess of a Newly-Founded Business Firm. With 
English summary.) 


Lloyds Bank Review, No. 162, October 1986 

Bird, G. New Approaches to Country Risk. 
Fender, J. Ixical Taxation and Housing Fi- 
nance: A Proposal for Reform. 

Kaidor, M.; Sharp, M. and Walker, W. 
Industrial Competitiveness and Britain’s De- 
fence. 

Logistics and Transportation Review, Vol. 22, 
No. 2, June 1986 

Frankel, E. C. Economic and Commercial 
Implications of the U.S. Shipping Act of 1984. 
Haralambides, H. E. Estimation of Laid-Up 
Tonnage in Competitive Shipping Markets. 
Hauser, R. J. Competitive Forces in the U.S. 
Inland Crain Transport Industry: A Regional 
Perspective. 

Kraft, D. J. H.; Oum, T. H. and Tretheway, 

M. W. Airline Seat Management. 

Olson, D. O. A Benefit-Cost Analysis of Im- 
proving Alaska’s Dalton Highway. 

Talley, W. K. A Short-run Cost Analysis of 
Ocean Containerships. 

Managerial and Decision Economics, Vol. 7, No. 
4, December 1986 

Berlin, H. and JAnsson M !"*• • 'twin .1 n, v . 
semination 1 
Study ot 

• Bozeman. 

An Ecoik 
C order, ('. 
tising F 

• Gaynor, !\ 

and Inceiui 

• Hoddcr, J. E. and ! 

and Optimality When Costs Folio's an bxpin- 
enee Cum*. 

Ioannidis, C. and Thompson. R. S. Political 
Opinion Polls and the Stock Market. 

1-ange, M.; Luksetich, W. and Jacobs. P. 
Managerial Objectives of Symphony Orches- 
tras. 

• Morgan, G. E. and Martin, J. D. A Rationale 

for Planning: Implieations from the Economic 
Theory of the Firm. 

Schlegelmilch. B. B. Can Kxpoi t Performance 
Be F'xplained by Attitudinal Differences':' 

• Todhanakascm. W. . ct al. Economies of Seale 

and Organization Flfficiency in Banking. 

Manchester School of Economics and Social 
Studies, Vol. 54, No. 3, September 1986 

• Bowden, R. J. An Empirical Model of Bilat- 

eral Trade (or Its Absence) in Manufactured 
Commodities. 

• Chappell, D. The Optimal Rate of InHurion 
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When the Rate of Growth of the Money Sup- 
ply Is Stochastic. 

• Frwtke, R. Some Problems Concerning the 

Notion of Cost-Minimizing Systems in the 
Framework of Joint Production. 

• Honohan, P. and Peruga, H. Exchange Hates 

Do Not Fail Variance Bounds Tests. 

• Morrison, R. J. Fiscal Marksmanship in the 

United States: 1950-83. 

• Perrings, C. Income Redistribution and Im- 

Irour Surplus in the Classical Theory of Labour 
Migration. 

Margin, Vol. 18, No. 4, July 1986 

Bhide, S. and Siddiqui, K. A. F(K>dgraiu Out- 
put and Rainfall. 

Debroy, B. Decomposing Welfare Measures 
According to Groups of the Economy. 

Paul, M. T. Savings Behaviour in India (1951- 
52 to 1981-82). 

Sarma, I. R. K. Does the Saving Behaviour 
of the Indian Household Sector Conform to 
the Planners’ Expectation? 

Saxena, P. K. Inter-relationship between So- 
cio-economic Development und Economic 
Structure: Indian Experience. 

Marine Resource Economics, Vol. 3, No. 1, 1986 

Broad us, J. M. Asian Pacific Marine Minerals 
and Industry Structure. 

Chu, D. K. Y. Government Policies, Eco- 
nomic Development, and Possible Environ- 
mental Effects as the Land-Water Interfaces 
of Guangdong Province, China. 

Clark, A. L. and Clark, J. C. Marine Metallic 
Mineral Resources of the Pacific Basin. 
Tisdell, C. A. Conflicts about Living Marine 
Resources in Southeast Asian and Australian 
Waters: Turtles and Dugong as Cases. 
Valencia, M. J. and Marsh, J. B. Southeast 
Asia: Marine Resources, Extended Maritime 
Jurisdiction, and Development. 

Marine Resource Economics, Vol. 3, No. 2, 1986 

Bird, P. J. W. N. Econometric Estimation of 
World Salmon Demand. 

Smith, J. B. Stochastic Steady-State Keplen- 
ishable Resource Management Policies. 
StnOery, K. A Short-run Model of Capital 
Stuffing in the Pacific Halibut Fishery. 

Wang, D. H.; Coodreau, L. J. and Mueller, 
J. J. Economics of Atlantic Sea Scallop Man- 
agement. 

Marketing Science, Vol. 5, No. 3, Summer 1986 

EaiHack, J, O., Jr. and Rao, A. G. Modeling 
Response to Advertising and Pricing Changes 


for “V-8” Cocktail Vegetable Juice. 

Heeler, R. M. On the Awareness Effects of 
Mere Distribution: Comment. 

Kahn, B. E.; Morrison, D. G. and Wright, 
G. P. Aggregating Individual Purchases to 
the Household Level. 

Kamakura, W. A. and Srivastava, R. K. 
An Ideal-Point Proltahilistic Choice Model for 
Heterogeneous Preference. 

Lai, R. and Staelin, R. Salcsforce Compensa- 
tion Plans in Environments with Asymmetric 
Information. 

Wagner, U. and Taudes, A. A Multivariate 
Polya Model of Brand Choice and Purchase 
Incidence. 

Weinberg, C. B. and Weiss, D. L. A Simpler 
Estimation Pnx-edure for a Micromodeling 
Approach to the Advertising-Sales Relation- 
ship. 

Matekon, Vol. 23, No. I, Fall 1986 

Braginskii, O. B. Economic Evaluation of 
New Directions in Scientific and Technical 
Development. 

Ratinova, E. S. A Game Approach to Coordi- 
nating Branch and Regional Plans. 

V’iugin, O. V. Modeling and Forecasting 
Household Savings to Take Account of Supply 
and Demand. 

Volkonskii, V. A.; Kuznvldn, A. I. and Poman- 
skii, A. B. On Determining Timc-of-Dny 
Tariffs for Energy and Services. 

Zamkov, O. O. Mathematical Analysis of Ex- 
tended Reproduction Schemata with a Chang- 
ing Rate of Surplus Value. 

Mathematical Social Sciences, Vol. 12, No. 3, 
December 1986 

Aulin, A. Cvliemetic Causality II: Causal Re- 
cursion in Goal-Directed Systems, with Appli- 
cations to Evolution Dynamics and Econom- 
ics. 

Imai, H. Bilateral Price-Setting in a Bilateral 
Monopoly Model. 

Shubik, M. Strategic Market Game: A Dy- 
namic Programming Application to Money, 
Banking and Insurance. 

Metroeconomica, Vol. 38, No. 1, February 1986 

Bidard, C. The Maximum Rate of Profits in 
Joint Production. 

Borio, C. E. V. (iicoinc-Piliuncial Aggregates 
Interactions and Policy Design: Tire Case of 
Italy. 

Contfni, B.; Galeotti, M. and Cugno, F. 
Inflation and the Irregular Economy: A Dy- 
namic Analysis. 

Kurz, H. D. Classical and Early Neoclassical 
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Economists on Joint Production. 

Middleton, E. A Behavioral Model of “Animal 
Spirits." 

Michigan Law Review, Vol. 84, No. 6, May 1986 

Regan, D. H. The Supreme Court and State 
Protectionism: Making Sense of the Dormant 
Commerce Clause. 

Michigan Law Review, Vol. 84, No. 7, June 1986 

Timmins, P. V. Divestiture as a Remedy in 
Private Actions Brought under Section 16 of 
the Clayton Act. 

Middle East Technical University Studies in 
Development, Vol. 13, No. 1/2, 1986 

Celasun, M. A General Equilibrium Model 
of the Turkish Economy, SIMLOG-1: Valida- 
tion Results (1978-83) and Counterfactual Ex- 
periments with Trade Liberalization, External 
Borrowing and Wage Policies (1981-83). 

Celasun, M. Income Distribution and Domes- 
tic Terms of Trade in Turkey, 1978-1983: Esti- 
mated Measures of Inequality and Poverty. 

Erdilek, A. Turkey’s New Open-Door Policy 
of Direct Foreign Investment: A Critical Anal- 
ysis of Problems and Prospects. 

Fry, M. J. Turkey’s Great Inflation. 

Cazioglu, §. Government Deficits, Consump- 
tion and Inflation in Turkey. 

Karataj, C. Public Economic Enterprises in 
Turkey: Reform Proposals, Pricing ami Invest- 
ment Policies. 

Oni$, Z. Stabilisation and Growth in a Semi- 
industrial Economy: An Evaluation of the Re- 
cent Turkish Experiment, 1977-1984. 

Monthly Labor Review, Vol. 109, No. 10, 
October 1986 

• Early, J. F.; Lane, W. and Sturm, P. A Half- 

Year Pause in Inflation: Its Antecedents and 
Structure. 

Guzda, H. Constitutional Convention Murks 
and Golden Anniversary of the UAW. 

• Harrison, B. Spending Patterns of Older Per- 

sons Revealed in Expenditure Survey. 

Linsenmayer, T. ILO Adopts Asbestos Stan- 
dard; Focuses on Employment Issues. 

Morton, J. D. BLS White-Collar Pay Survey 
Now Covers Small Firms. 

Schweke, W. and Jones, D. R. European Job 
Creation in the Wake of Plant Closing and 
Layoffs. • 

Monthly Labor Review, Vol. 109, No. 11, 
November 1986 

Carr, D. E. Overtime Work: An Expanded 
View. 


• Flaim, P. O. Work Schedules of Americans: 

An Overviewof New Findings. 

• Horvath, F. W. Work at Home: New Find- 

ings from the Current Population Survey. 
Howe, W. J. Temporary Help Workers: Who 
They Arc, Wlnit Jobs They Hold. 

Klein, B. W. Missed Work and Lost Hours, 
May 1985. 

Melior, E. F. Shift Work and Flexitime: How 
Prevalent Are They? 

Reynolds, J. K. Steelworkers Press Organiz- 
ing and Coordinated Bargaining. 

Shank, S. E. Preferred Hours of Work and 
Corresponding Earnings. 

Smith, S. J. The Growing Diversity *>f Work 
Schedules. 

• Stinson, J. F., Jr. Moonlighting by Women 

Jumped to Record Highs. 

Monthly Labor Review, Vol. 109, No. 12, 
December 1986 

Fulco, L. J. U.S. Productivity Growth Since 
1982: The Post-recession Experience. 
Hayghe. H. V. Military and Civilian Wives: 
Update on the Lalxir Force Gap. 

• Mark, J. A. Problems Encountered in Mea- 

suring Single- and Multifactor Productixitx. 

• Neef, A. Intern.it « • 

and Unit I 
Roca, M. I 
in First II 
Saunders, \ 

Project mi. 

National Tax i 
1986 

• Benker, K. M. T.u . , . 

Closing the I joophnle in Stale Budget Oxer- 
sight. 

Bezdek, R. H. and Zampelli, E. M. State and 
Local Government Tax Expenditures Relating 
to the Federal Government. 

Browning, E. K. Reply |Tax Incidence, Indi- 
rect Taxes, and Transfers). 

De Tray, D. and Fernandez. J. Distributional 
Impacts of the Property Tax Revolt. 

Due, J. F. Tax Incidence. Indirect Taxes, and 
Transfers — A Comment. 

• Follain, J. R. and Miyake, T. E. Lund versus 

Capital Value Taxation: A General Equilib- 
rium Analysis. 

Fox, W. F. Tux Structure and the lajcation 
of Economic Activity along State Borders. 

• Hewitt, D. P. Fiscal Illusion from Grants and 

the Level of State and Federal Expenditures. 
Hoitz-Eakht, D. Unobserved Tastes and the 
Determination of Municipal Services. 
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• Mikesefl, J. L. Amnesties fur State Tax Evad- 

ers; The Nature of and Response to Recent 
Programs. 

• Pollock, R. and Suyderhoud, J. P. The Role 

of Rainy Day Funds in Achieving Fiscal Stabil- 

ity- 

• Wanren, A. C., Jr. The Timing of Taxes. 

• Zodrow, C. R. Implementing Tux Reform: 

The Intergenerutional Carryover Problem. 

National Westminister Bank Quarterly Review, 
November 1986 

Chrystal, K. A. and Dowd, K. Two Argu- 
ments for the Restriction of International Cap- 
ital Fkrws. 

Crawford, M. The Crisis in Aid-Supported 
Project Finance. 

Foreman-Peck, J. and Manning, D. Lilieruli- 
sation as an Industrial Policy: The Case of 
Telecommunications Manufacturing. 

Lewis, J. A. and Armstrong, K. M. Skill 
Shortages and Recruitment Problems in West 
Midlands Engineering Industry. 

Roberts, P. C. The Revolution in U.S. Tax 
Policy. 

Natural Resources Journal, Vol. 26, No. :), 
Summer 1986 

Eubanks, L. S. and Mueller, M. j. An Eco- 
nomic Analysis of Oklahoma's Oil and Gas 
Forced Pooling Law. 

Handl, C. National Uses of Translxmndury Air 
Resources: The International Entitlement Is- 
sue Reconsidered. 

Ncmetz, P. N. Federal Environmental Regu- 
lation in Canada. 

Regens, J. L. and Rycroft, R. W. Options 
for Financing Acid Rain Controls. 

Natural Resources Journal, Vol. 26, No. 4, Fall 
1986 

Cirin-Sain, B., et al. Conflictual Interdepen- 
dence: United States-Mexican Relations on 
Fishery Resources. 

Knedlik, W. R. Introduction to U.S. -Mexico 
Translxiundary Resource Issues. 

Marx, J. Regulation of Electric Utilities and 
Affiliated Coal Companies — Determining 
Reasonable Expenses: Comment. 

Nalven, J. Transboundary Environmental 
Problem Solving: Social Process, Cultural 
Perception. 

Shipman, R. L. Energy on the U.S. -Mexico 
Border. 

Stapleton, B. M. Texas Groundwater legisla- 
tion: Conservation of Groundwater or 
Drought by Process: Note. 


Szekely, A. Transl>oundary Resources: A View 
from Mexico. 

Szdkely, A. Trunslxnmdary Oil and Gas: Se- 
lectod Bibliography. 

Szekely. A. The International law of Subma- 
rine Translxiundary tlydrocnrlion Resources: 
la-gal Limits to Behavior and Ex]H.-rirnce for 
thc Gulf of Mexico. 

Tarlock, A. D. A Word of Caution alxmt Wa- 
ter Conservation: Editorial. 

Utton, A. E. and McHugh, P. D. On an Insti- 
tutional Arrangement for Developing Oil and 
Gas in the Gulf of Mexico. 

New England Economic Review, Sept./Oct. 1986 
Bradhury, K. L. The Shrinking Middle Glass. 
Fielekc, N. S. New England Manufacturing 
and International Trade. 

Munnell, A. H. and Crolnic, J. B. Should the 
U.S. Government Issue Index Bonds? 
Rosengren, E. S. Is There a Need for Regula- 
tion in the Government Securities Market? 

New England Economic Review, Nov./Dec. 1986 
Henderson, Y. K. I a-ssons from Federal Re- 
form of Business Taxes. 

Little, J. S. The Effects of Foreign Direct In- 
vestment on U.S. Employment during Keces- 
sion and Structural Change. 

McNccs, S. K. Modeling the Fed: A Forward- 
Looking Monetary Policy Reaction Functions. 
Peek, J. Household Wealth Cnm]x>sition: The 
Impact of Capital (fains. 

Oxford Bulletin of Economics and Statistics, Vol. 
48, No. 3, August 1986 

Banerjec, A., et al. Exploring Equilibrium 
Relationships in Econometrics through Static 
Mcxlels: Some Monte Curio Evidence. 
Gilbert, C. L. Professor Hendry’s Economet- 
ric Methodology. 

• Granger, C. W. J. Developments in the 

Study of Cointegrated Economic Variables. 

• Hall, S. G. An Application of the Granger & 

Engle Two-Step Estimation Procedure to 
United Kingdom Aggregate Wage Data. 

• Hendry, D. F. Econometric Mcxlclling with 

Cointegrated Variables: An Overview. 

• Jenkinson, T. J. Testing Neo-Classical Theo- 

ries of Iailxmr Demand: An Application of 
Cointegration Techniques. 

• Molinas, C. A Note on Spurious Regressions 

with Integrated Moving Average Errors. 

Oxford Bulletin of Economics and Statistics, Vol. 
48, No. 4, November 1986 

• Alauddin, M. and Tisdell, C. A. Decomposi- 

tion Methods, Agricultural Productivity 
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Growth and Technological Change: A Cri- 
tique Supported by Bangladeshi Data. 

• Boyce, J. K. Kinked Exponential Models for 

Growth Rate Estimation. 

Celia, G. The Input-Output Measurement of 
Interindustry Linkages: A Reply. 

• Driver, C. Transformation of the CBI Capac- 

ity Utilization Series: Theory and Evidence. 
Guccione, A. The Input-Output Measure- 
ment of Interindustry Linkages: A Comment. 
Hughes, P. R. and Hutchinson, G. The 
('hanging Picture of Male Unemployment in 
Great Britain 1972-1981. 

• Sumner, M. T. Investment and the 1984 Bud- 

get: An Interim Assessment. 

Oxford Review of Economic Policy, Vol. 1, No. 

1, Spring 1985 

Allsopp, C. J. The Assessment: Monetary and 
Fistsd Policy in the 1980s. 

Friedman, B. M. The Effect of Large Govern- 
ment Deficits on Interest Kates and Equity 
Returns. 

Hendry, D. F. Monetary Economic Myth and 
Econometric Reality. 

Laidlcr, D. Monetary Policy in Britain: Suc- 
cesses and Shortcomings. 

Miller, M. Measuring the Stance of Fiscal Pol- 
icy. 

Walker, J. and Davies, G. The UK Economy: 
Analysis and Prospects. 

Pakistan Economic and Social Review, Vol. 24, 
No. 1, Summer 1986 

Huq, S. and Majumdar, B. A. Stability of the 
Demand for Money Function: Evidence from 
a Developing Country. 

Khan, S. The Determinants of Urban Activity 
Kates. 

Salam, A. Farm labour Use and Its Determi- 
nants: Results from a Farm Survey in Paki- 
stan. 

Pesquisa e Planejamento Economico, Vol. 16, No. 

2, August 1986 

Amadeo, E. J. Sobre saldrios nominais: as 
crfticus keynesiana e monetarista 4 alxndagem 
de Keynes sobre o mercado de trahalho. 
Canitrot, A. and Rozenwurcel, G. A relayao 
entre a taxa de c&mbio e os saldrios em uma 
economia semi-industrial izada de dois setores. 
(With English summary.) 
de Castro, A. B. Keynes e a velha tradiy-ao 
doo ciclo. 

Dombusch, R. Infla^ac, taxas de cdinbiu c es- 
tabilizaydo. (With English summary. ) 

Lerda, J. C. A politicu solaria! do perfodo 


1979/85: alguns aspectos dindmicos. (With En- 
glish summary.) 

Monteiro, J. V., et al. A polftica industrial 
no Brasil no infeio da dd cada de 80: uni estudo 
de indentifiea^ao. (With English summary.) 

Poisas, M. L. Para uma releitura teorica da 
Teoria Geral. 

Rossi, ]. W. Considerayoes sobre a questao 
da divida ptiblica. (With English summary.; 

Simonsen, M. H. Keynes versus cxpectativas 
racionais. 

Tobin, J. O futuro da economia keynesiana. 

Versiani, F. R. A Teoria Geral e a economia 
do subdesenvolvimento. 

Wemeck, R. L. F. A questao do controle da 
necessidade de financiarnento das empresus 
estatais e o ory amento de dispendios globais 
da SEST. (With English summary.) 

Phillipine Review of Economics and Business, 
Vol. 22, No. 1/2, Mar./June 1985 

Gryde, D. J. Input Interventions and Produc- 
tion Efficiency in Philippine Agriculture. 

Thompson, M. and Slayton. G. W. An Essay 
on Credit Arrangements between the IMF 
and the Republic of the Philippines: 1970- 
1983. 

Tiwari, P. N. An I ■ ' 

tural l-ind ' 
wan. 

Tomita, T. 
in the Phi! 

Tongzon, I 
The Ansi . 

ASEAN I 

Policy Sciences, Vol. . 

Eckaus, R. S. How the IMF Lises with Its 
Conditionality. 

Graham, J. D. and Lee, Y. Behavioral Re- 
sponse to Safety Regulation: The Case of Mo- 
torcycle Helmet-Wearing Legislation. 

Norgaard, R. B. and Dixon, J. A. Pluralistic 
Project Design: An Argument for Combining 
Economic and Coevolutionary’ Methodolo- 
gies. 

Tussing, A. D. and Wojtowycz, M. A. The 
Agency Role of the Physician in Ireland, Brit- 
ain, and the USA. 

Webber, D., et al. Information Technology 
and Economic Recovery in Western Europe: 
The Role of the British, French and West 
German Governments. 

Policy Sciences. Vol. 19, No. 4 , December 1986 

Etzioni, A. Does Regulation Reduce Electric- 
ity Rates? A Research Note. 
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McNown, R. On the Uses of Econometric 
Models: A Guide for Policy Makers. 

Politic* Economica, Voi. 2, No. 2, August 1986 

Casa rasa, C. 11 significato eeonomk-o del rap- 
porto fra debito pubblico e pil: un'analisi 
critics. (Meaning of the Ratio Public Data/ 
GPD. With English summary.) 

Conti, V. and Sflvani, M. 11 moltipliatore del 
commercio con 1'estero: una formulazionc In- 
put-Output. (External trade Multiplier: An 
Input-Output Approach. With English sum- 
mary.) 

Giannini, C. Sul concetto di variabile esogena 
e sulla previsione condizionale. (On the 
Meaning of Exogenous Variables and Condi- 
tional Prediction. With English summary.) 

Martinengo, G. Rischio da leverage, finan- 
ziamento esterno ed intenio: un contributo 
alio studio degli etjuilibri tra banca e iinpresa. 
(Leverage Risk, External and Internal Financ- 
ing: An Integration of Banks and Finns Deci- 
sions. With English summary.) 

Petretto, A. L’upproccio econometrics) per la 
misurazinne dei risultati delle imprese pub- 
bliche locali. (Performance of laical Public 
Enterprises: An Econometric Measurement. 
With English summary.) 

Prosperetti, L. and Boreilini, R. Produttivita, 
orari di faito e domanda di lavom neH’indust- 
ria manifatturiera italiana: un’analisi Cross- 
Section. (Productivity, W«irking Hours and 
Labour Demand in Manufacturing in Italy: 
A Cross Section Analysis. With English sum- 
mary.) 

Population and Development Review, Vol. 12, 
No. 3, September 1986 

Bloom, D. E. and Freeman, R. B. The Effects 
of Rapid Population Growth on Labor Supply 
and Employment in Developing Countries. 

Daly, H. E. Population Growth and Economic 
Development: Policy Questions. 

Easterlin, R. A. Economic Preconceptions 
and Demographic Research: A Comment [The 
Fertility Revolution: A Supply-Demand Anal- 
ysis]. 

Freedman, R. On Underestimating the Rate 
of Social Change: A Cautionary Note [Policy 
Options after the Demographic Transition: 
The Case of Taiwan], 

Creenhaigh, S. Shifts in China's Population 
Policy, 1984-86: Views from the Central, Pro- 
vincial, and Local Levels. 

Kelley, A. C. Population Growth and Eco- 
nomic Development: Policy Questions. 

Mam me, A. and Morgan, S. P. Childlessness 


in Rural Ethiopia. 

Mosk, C. and Johansson, S. R. Income and 
Mortality: Evidence from Modem Jupan. 

Potter, J. E. Population Growth and Eco- 
nomic Development: Policy Questions. 

Simon, J. L. Population Growth and Eco- 
nomic Development: Policy Questions. 

Talbot, L. M. Demographic Factors in Re- 
source Depletion and Environmental Degra- 
dation in East African Rangeland. 

Warwick, D. P. The Indonesian Family Plan- 
ning Program: Government Influence and 
Client Choice. 

Problems of Economics, Vol. 29, No. 5, 
September 1986 

Kulagin, G. A. Pnxluct Mix. Price, Profit. 

Lemeshev, M. The Food Program and Pro- 
tecting the Environment. 

Livshits, A. Criticism of Supply-Side Econom- 
ics. 

Manevich, E. L. The Economic Mechanism 
and the Use of Labor Resources. 

Zasluvskaia, T. I. Economics through the 
Prism of Sociology. 

Problems of Economics, Vol. 29, No. 6, October 
1986 

Abalkin, L. The Acceleration of Socioeco- 
nomic Development: Its Essence and 
Sources. 

Aganbegian, A. G. The General Course of 
Economic Policy. 

Bu/.galin, A. Centralism in a Planned Econ- 
omy: Boundaries and Methods. 

Gorbunov, E. and Bulatova, I. Raising the 
Effectiveness of a "Small-Scale Economy." 

Komin, A. Technological Progress and Prices. 

Problems of Economics, Vol. 29, No. 7, 
November 1986 

Chichkanov, V. Problems and Prospects <»( the 
Development of Productive Forces in the Far 
East. 

Evistigneeva, L. and Perlamutrov, V. Inten- 
sification and Financial-Credit Relations. 

lun’, O. Developing Management’s Planning 
Mechanism. 

Kolosov, A. Environmental Protection and the 
Intensification of the Economy. 

Rutgaizer, V. and Zhuravlev, S. Resources of 
the Personal Services Sphere. 

Problems of Economics, Vol. 29, No. 8, 
December 1986 

Bronshtein, M. Toward a Conception of the 
Economic Mechanism of the AFC [Agro-ln- 
dustrial Complex]. 
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Chesnokov, B. Use Value of Natural Re- 
sources and Commodity-Monetary Relations. 

Kazakevich, D. M. Improving Consumer 
Prices. 

Orlov, A. and Rubval’ter, D. Reforming Con- 
sumer Goods Production. 

Plyshevskii, B. Socialist Accumulation in the 
Present Stage. 

Sorokin, G. Growth Rates of the Soviet Econ- 
omy. 

Public Budgeting and Finance, Vol. 6, No. 3, 
Autumn 1086 

Florida, R. L. The Distribution of Transfers 
to Various Types of Cities. 

Havens, H. S. Gramm— Rudman— Hnllings: 
Origins and Implementation. 

Humphrey, N. P. and Maurice, D. R. 
Infrastructure Bond Bank Initiatives; Policy 
Implications and Credit Concerns. 

Pope, R. A. Economies of Scale in 1-arge State 
and Municipal Retirement Systems. 

Senge, S. V. Local Government User Charges 
and Cost-Volume-Profit Analysis. 

Tarschys, D. From Expansion to Restraint: 
Recent Developments in Budgeting. 

Zorn, C. K. and Towfighi, S, Not All Bond 
Banks Are Created Equal. 

Public Choice, Vol. 51, No. 1, 1986 

Feld, S. L. and Grofman, B. Partial Singlc- 
Peakedness: An Extension and Clarification. 

Jones, P. R. and Cullis, J. G. Is Democracy 
Regressive? A Comment on Political Partici- 
pation [Why Do High Income People Partici- 
pate More in Politics]. 

Kohn, R. E. Optimal Quantity of a Controver- 
sial Good or Service. 

Landa, J. T. The Political Economy of Swarm- 
ing in Honeybees: Voting-with-the-Wings, 
Decision-Making Costs, and the Unanimity 
Rule. 

Lott, J. R.» Jr- Brand Names and Barriers to 
Entry in Political Markets. 

Mueller, D. C. Rational Egoism versus Adap- 
tive Egoism as Fundamental Postulate for a 
Descriptive Theory of Human Behavior. 

Vaubel, R. A Public Choice Approach to In- 
ternational Organization. 

Vedder, R. and Callaway, L. Rent-Seeking, 
Distributional Coalitions, Taxes, Relative 
Prices and Economic Growth. 

Yandle, B. and Young. E. Reguluting the 
Function, Not the Industry. 

•ublic Choice, Vol. 51, No. 2, 1986 

Bloch, P. C. The Politico-Economic Behavior 
of Authoritarian Governments. 


Buchanan, J. M. From Redistributive Churn- 
ing to the Plantation State: Review Article. 
Budziszewski, J. Persuading Caesar: A New 
Interpretation of Farquharson’s Problem. 
Daly, G. and Mayor, T. Equity, Efficiency 
and Environmental Quality. 

Littlechild, S. C. and Wiseman, J. The Politi- 
cal Economy of Restriction of Choice. 
McCubbins, M. D. and Page, T. The Con- 
gressional Foundations of Agency Perfor- 
mance. 

Nitzan, S. 1. and Procaccia, U. Optimal Vot- 
ing Procedures for Profit Maximizing Firms. 
Sander, W. and Gicrtz, J. F. The Political 
Economy of State I,evel Welfare Benefits. 
Winer, S. L. Money and Politics in a Small 
Open Economy. 

Public Choice, Vol. 51, No. 3, 1986 

Bernhdz, P. A General Constitutional Possi- 
bility Theorem. 

Chamberlin, J. K. Discovering Manipulated 
Social Choices: The Coincidence of Cycles and 
Manipulated Outcomes. 

Cohen, S. I. Truth-Telling, Dominant Strate- 
gies, and Iterative Groves Mechanisms. 
Endow, J. M. Th< l - 
Expectation 
Lipman, B. 1 
Prisoneis' . 

Schofield, N 
ble’ Kqmli 
Rule. 

Quarterly Journ.ii 

Vol. 25, No. 4. Aui 

• Felder, J. Protectionism. Domestic Monop- 

oly, and the Ix'vols of Domestic Prixluction 
and Consumption. 

• Haddad, K. M. Hu- Treason s Constant-Ma- 

turity Yield Curs es: A Test lor Systematic 
Measurement Errors. 

Houston, D. A. and Howe, J. S. An Economic 
Rationale for Couponing: Reply. 

• Lcvedahl.J. W. Profit Maximizing Pricing of 

Gents Off Coupons: Promotion or Price Dis- 
crimination? 

• Pantalone, C. and Welch, J. B. The Useful- 

ness of Public Information about Corporate 
Coals. 

• Pruitt, S. W. ; Reilly, R. J. and Hoffer, G. E. 

Security Market Anticipation of Consumer 
Preference Shifts: The Case of Automotive 
Recalls. 

Richer, W. J. An Economic Rationale for 
Couponing: A Comment. 
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• Severn, A. K. Taxation of Federal 1-and 

Banks: Competitive Effects. 

Quarterly Journal of Business and Economics, 
Vol. 26, No. 1, Winter 1987 

• Anderson, S. C. An Analysis of Trading Strate- 

gies for Closed-End Equity Funds. 

• Bauer, R. J., Jr.; Hays, F. A. and Upton, 

D. E. Parameter Instability in Mutual Fund 
Portfolios: A Shifting Regimes Test. 

• Darrat, A. F. Money and Stock Prices in West 

Germany and the United Kingdom: Is the 
Stock Market Efficient? 

• Doroodian, K. The Permanent Income The- 

ory of Demand for Imports of Finished Manu- 
factured Goods: The Case of the United 
States. 

• McGavin, B. H. The Political Business Cycle: 

A Reexamination of Some Empirical Evi- 
dence. 

• Narayanaswamy, C. R. and Phillips, H. E. 

CAPM, Valuation of Finns, and Financial 
Leverage. 

• Taylor, G. A. and Johnson, L. W. The Frisch 

Conjecture and Demand Systems. 

Quarterly Journal of Economics, Vol. 101, No. 
4, November 1986 

Albrecht, J. W. ; Axell, B. and Lang, H, 
General Equilibrium Wage and Price Distri- 
butions. 

Bulaw, J. An Economic Theory of Planned 
Obsolescence. 

Campbell, J. Y. Bond and Stock Returns in 
a Simple Exchange Model. 

Ethier, W. J. The Multinational Firm. 

Ffire, R. Addition and Efficiency. 

Fethke, C. and Policano, A. Will Wage Set- 
ters Ever Stagger Decisions? [Wage Contin- 
gencies, the Pattern of Negotiation and Aggre- 
gate Implications of Alternative Contract 
Structures], 

Holmstrom, B. and Ricart i Costa, J. Manage- 
rial Incentives and Capital Management. 
McDonald, R. and Siegel, D. The Value of 
Waiting to Invest. 

Ordover, J. A. and Rubinstein, A. A Sequen- 
tial Concession Game with Asymmetric Infor- 
mation. 

Roemer, J. E. Equality of Resources Implies 
Equality of Welfare. 

Romer, D. A Simple General Equilibrium 
Version of the Baumol-Tobin Model. 

Quarterly Review of Economics and Business, 
Vol. 26, No. 3, Autumn 1986 

• Chen, K. C.; Cheng, D. C. and Hite, C. L. 

Systematic Risk and Market Power: An Appli- 


cation of Tobin’s q. 

• Cheng, D. C. and Lee, C. F. Ramsey’s Speci- 

fication Error Test and Alternative Specifica- 
tions of the Market Model: Methods and Ap- 
plications. 

• Mathis, S. A. and Posatko, R. C. Local Gov- 

ernment Expenditures and Private Sector 
Output: Theory aod Evidence on Crowding 
Out at tli<‘ Regional l/'vel. 
e McCibany, J. M. and Nour/.ud, F. Interest 
Rate Volatility and the Demand for Money. 

• Miller, E. M. Implications of Multiple Mo- 

tives for Molding Bank Money. 

• Schoenman, J. A. and Sloan, F. A. Why I lave 

Surgeons Moved to the Country? 

• Tukucs, W. E. and Tan/er, E. P. Structural 

Change in the Demand for Automobiles hy 
Si/e Class. 

Rand journal of Economics, Vol. 17, No. 1, 
Spring 1986 

• Arvan, L. Sunk Capacity Costs. l/)ng-rim 

Fixed Costs, and Entry Deterrence under 
Complete and incomplete Information. 

• Costrcll, R. M. Equilibrium and Optimality 

in a Mean -Variance Model. 

• Dmnowitz, I.; Hubbard, R. C. and Petersen, 

B. C. Busi ness Cycles and the Relationship 
Ik-1 ween Concentration and Price-Cost Mar- 
gins. 

• Klettc, T. and de Meza, D. Is the Market 

Biased against Risks' R8tD? 

• Lambert, R. A. Executive Effort ami Selec- 

tion of Risky Projects. 

Lewis, T.; Linsey, R. and Ware, R. Long- 
term Bilateral Monopoly: The Case oi an Ex- 
haustible Resource. 

• Mankiw, N. G. and Whinston, M. D. Free 

Entry and Social inefficiency. 

Milgrom, P. and Roberts, J. Relying on the 
Information of interested Parties. 

• Murphy, K. J. Incentives, I .earning, and 

Compensation: A Theoretical and Empirical 
investigation of Managerial Iailior Contracts. 
Quirmbach, H. C. The Diffusion of New 
Technology and the Market for an Innovation. 

Rand Journal of Economics, Vol. 17, No. 2, 
Summer 1986 

• Binmore, K.; Rubinstein, A. and Wolinsky, A. 

Tlie Nash Bargaining Solution in Economic 
Modelling. 

• Bucovetsky, S. and Chilton, J. Concurrent 

Renting and Selling in a Durable-Goods Mo- 
nopoly under Threat of Entry. 

• Dowrlck, S. von Stackellierg and Cournot 

Duopoly: Choosing Roles. 
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Ellis, R. P. Rational Behavior in the Presence 
of Coverage Ceilings and Deductibles. 

• Fershtman, C. and Muller, E. Capital Invest- 

ments and Price Agreements in Semicollusive 
Markets. 

• Kalt, J. P. and Leone, R. A. Regional Effects 

of Energy Price Decontrol: The Roles of Inter- 
regional Trade, Stockholding, and Microeco- 
nomic Incidence. 

• Lewis, T. R. Reputation and Contractual Per- 

formance in Long-term Projects. 

• Perry, M. K. and Groff, R. H. Trademark 

Licensing in a Monopolistically Competitive 
Industry. 

Schlesinger, H. and Venezian, E. Insurance 
Markets with Loss-Prevention Activity: Prof- 
its, Market Structure, and Consumer Wel- 
fare. 

• Spulber, D. F. Second-Best Pricing and Co- 

operation. 

Rand Journal of Economics, Vol. 17, No. 3, 
Autumn 1986 

Atkinson, S. E. and Kerkvliet, J. Measuring 
the Multilateral Allocation of Rents: Wyoming 
I>ow-Sulftir Coal. 

• Cooper, T. E. Most-Favored-Custoiner Pric- 

ing and Tacit Collusion. 

• Davidson, C. and Deneckere, R. Iamg-ruu 

Competition in Capacity, Short-run Competi- 
tion in Price, and the Cournot Model. 

• Dubin, J. A.; Miedema, A. K. and Chandran, 

R. V. Price Effects of Energy-Efficient 
Technologies: A Study of Residential Demand 
for Heating und Cooling. 

• Dye, R. A. Optimal Monitoring Policies in 

Agencies. 

Economies, N. Nash Equilibrium in Du- 
opoly with Products Defined by Two Charac- 
teristics. 

Farrell, J. Moral Hazard its an Entry Barrier. 

• Fudenberg, D. and Tirole, J. A '‘Signal-Jam- 

ming" Theory of Predation. 

• Konakayama, A.; Mitsui, T. and Watanabc, S. 

Efficient Contracting with Reliance and a 
Damaged Measure. 

• McAfee, R. P. and McMillan, J. Bidding for 

Contracts: A Principal- Agent Analysis. 

• Schleifer, A. and Vishny, R. W. Greenmail, 

White Knights, and Shareholders' Interest. 

• Suslow, V. Y. Estimating Monopoly Behavior 

with Competitive Recycling: An Application 
to Alcoa. 

• Viscusi, W. K.t Magat, W. A. and Huber, 

J. C. Informational Regulation of Consumer 
Health Risks: An Empirical Evaluation of 
Hazard Warnings. 


Regional Studies, Vol. 20, No. 5, October 1986 

Aitken, P. and Sparks, L. The Scottish Devel- 
opment Agency: A Case for Co-ordination? 

Hamnett, C. The Changing Socio-economic 
Structure of London and the South East, 
1961-1981. 

Hepworth, M. The Geography of Technologi- 
cal Change in the Information Economy. 

Howells, J. Industry-Academic Links in Re- 
search and Innovation: A National and Re- 
gional Development Perspective. 

Lewis, P. M. The Economic Impact of the Op- 
eration and Closure of a Nuclear Power Sta- 
tion. 

MacGregor, B. D., et al. The Development 
of High Technology Industry in Newbury Dis- 
trict. 

Markusen, A. Neither Ore, nor Coal, nor 
Markets: A Policy-Oriented View of Steel 
Sites in the USA. 

Martin, R. In What Sense a 'Jobs Boom ? Em- 
ployment Recovery, Government Policy and 
the Regions. 

Regional Studies, Vol. 20, No. 6, October 1986 

Clark, G. Regional Planning in Developing 
Countries: A < 'me 

Conyers, I) 
deinic: I > 

Adminisl' 

Duffcll, J. I. 

Outdoor I' 
ies in tin 
1978 . 

Gertler, M. S. i 

factoring and Non n . . 
in Canada. 

Harrison, R. T. and Mason. C. M. The Re- 
gional Impact of the Small Firms Loan Guar- 
antee Scheme in the United Kingdom. 

Hayes, M. Your Good Health: Access to 
Health and Health Care in Northern Ire- 
land. 

Kutay, A. Optimum Office I .oca t ion and the 
Comparative Statics of Information Econo- 
mies. 

McNeill, D. Regional Planners — Without 
Power or Purpose? 

O’Farrell, P. N. Entrepreneurship and Re- 
gional Development: Some Conceptual Is- 
sues. 

Regional Science and Urban Economics, Vol. 16. 
No. 4, November 1986 

Anderson, J. E. Property Taxes and the Tim- 
ing of Urban I .and Development. 
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BfWkgsr. Jfc K. The Downpayment Con- 


straint and Housing Tenure Choice: A Simpli- 

dagg^ J. M„ «t at Regional Policy Handles 
jn EoonoaMtaric Mbdeb: 'Kvideoce from U.S. 
DwijfcjpmeBt Outlay*. 

EiB-tel £. A, Generalized Extreme Value 
Dfoerete Choice Demand Models: Existence 
and Uniqueness of Market Equilibria. 

N a g ar aey, A, An Algorithm for tbe Single 
Commodity Spatial Price Equilibrium Prob- 

Pfcklea, A. and Davies, R. B. Household Fac- 
tors and Discrimination in Housing Consump- 
tion: Further Developments in the Analysis 
of Tenure Choice within Housing Careers. 

tan Baa, T. The Initial Value Problem for the 
Trading Cycle in Euclidian Space. 

S c ptchm er, S. Local Public Goods in an Equi- 
librium: How Pecuniary Externalities Matter. 

Revfewof Made Political Economy, Vol. 15, No. 
1, friaamcr 1966 

Bu ri b ridge , L. C. Changes in Equal Employ- 
roent Enforcement: What Enforcement Statis- 
tics TeD Us. 

Davis, C. G., ct al. Effects of Food Stamp 
P rogram Participation and Other Sociodemo- 
graphic Characteristics on Food Expenditure 
Patterns of Elderly Minority Households. 

Eagan, V. Notes on Implicit Contracts and the 
Racial Unemployment Differential. 

Cyimab-Brempong, K. Empirical Models of 
Criminal Behavior: How Significant a Factor 
b Race? 

Register, C. A. Racial Employment and Earn- 
ings Differentials: The Impact of the Reagan 
Administration. 

Stew ar t, J. B. and Hydak, T. J. The Elects 
of immigrants. Women, and Teenagers on the 
Relative Earnings of Black Males. 

UmBbuuh^ J, and Wftite, A. Differences in 
CanlipMgtt Funds: A Racial Exp l anation. 

Ravfcaw ef Black BaiMcal Economy, VoL 15, No. 
X Pul 1996 

Ando, F. H. An Analysis of the Formation and 
Failure Rates of Minority-Owned Finns. 

Bates, T, Characteristics of Minorities Who 
Are Entering SelfrEmpioyment. 

Br o wn, L. Why Should Black-Owned Busi- 
nesses Hire Predominately Black Labor 
Forces? 

Chen, C. Mi Minority Business Develop- 
ment: An in te rnatio na l Comparison. 

Oslo, J. A. and B su b sn. L. |. linkages be- 
tween Minority Business Characteristics an 


Minority Banks’ Locations. 

Fratoe, F. A. A Sociological Analysis of Mi- 
nority Business. 

Review of Economic Studies, Vol. 53, No. 4, 
August 1966 

• Bean, C. R. The Estimation of “Surprise” 

Models and the “Surprise" Consumption 
Function. 

• Bhmdefl, R, and Walker, 1. A Life-Cycle 

Consistent Empirical Model of Family Labour 
Supply Using Cross-Section Data. 

• Breusch, T. S. Hypothesis Testing in Uniden- 

tified Models. 

• Chong, Y. Y. and Hendry, D. F. Econometric 

Evaluation of Linear Macro-Economic Mod- 
els. 

• Ericsson, N. R. Post-simulation Analysis of 

Monte Carlo Experiments: Interpreting 
Pesaran’s (1974) Study of Non-nested Hypoth- 
esis Test Statistics. 

• Geweke, ).; Marshall, R. C. and Zarldn, 

C. A. Exact Inference for Continuous Time 
Markov Chain Models. 

• Ham, J. C. Testing Whether Unemployment 

Represents Intertemporal Labour Supply Be- 
haviour. 

• Lubrano, M.; Pierse, R. C. and Richard, 

J.-F. Stability of a U.K. Money Demand 
Equation: A Bayesian Approach to Testing Ex- 
ogeneity. 

• Pagan, A. Two Stage and Related Estimators 

and Their Applications. 

• PhiVfps, P. C. B. and Durlauf, S. N. Multiple 

Time Series Regression with Integrated Pro- 
cesses. 

• Vend, S. F. and Wise, D. A. Tax-Deferred 

Accounts, Constrained Choice and Estimation 
of Individual Saving. 

Review of Economic Studies, Vol. 53, No. 5, 
October 1986 

• Axariadis, C. and Gurinerie, R. Sunspots and 

Cycles. 

• Bcrnbeim, B. D. and Ray, D. On the Exis- 

tence of Markov-Consistent Plans under Pro- 
duction Uncertainty. 

• Burden, C. Social Security, Unanticipated 

Benefit Increases, and the Timing of Retire- 
ment. 

Campos, J. Erratum [Instrumental Variables 
Estimation of Dynamic Simultaneous Systems 
with ARMA Errors]. 

Coutinhe, P. C. Non-optimality of Rational 
Expectations Equilibrium: The Complete 
Markets Case. 

• Fupta, M. and Thine, J.-F. Spatial Comped- 
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tlon with • Land Market: Hotelling and Von 
Those* Unified. 

• Ceanakoplos, J. D. and FeiamarrhaHi, H. M. 

Walrasian Inde term inacy and Keynesian Mac- 
roeconomics. 

• Maloomsoo, ]. M. Rank-Order Contracts for 

a Principal with Many Agents. 

• Moaidwrjes, D. Involuntary Unemployment 

and Worker Moral Hazard. 

• Shapiro, C. Investment, Moral Hazard, and 

Occupational Licensing. 

• Sutton, J. Non-cooperative Bargaining The- 

ory: An Introduction. 

• WflHamsoo, S. D. Increasing Returns to Scale 

in Financial Intermediation and the Non-neu- 
turality of Government Policy. 

Review of Income and Wealth, Vol. 32, No. 3. 
September 1986 

1 

Cfague, C. Short-Cut Estimates of Real In- 
come. 

van't Eind, C. J., et al. Evaluating the Distri- 
bution of Public Expenditure. 

Postner, H. H. Microbusiness Accounting and 
Macroeconomic Accounting: The Limits to 
Consistency. 

Buggies, R. and Buggies, N. D. The Integra- 
tion of Macro and Micro Data for the House- 
hold Sector. 

Sunga, P. S. and Swinamer, J. L. Health Care 
Accounts — A Conceptual Framework and an 
Illustrative Example. 

Review of Marketing and Agricultural Eco- 
nomics, Vol. 53, No. 2, August 1985 

Edwards, C. Frontiers in Agricultural Policy 
Research: Discussion. 

Harris, C. T. A Note on Rural Unemploy- 
ment: A Study of Four Northern New Smith 
Wales Towns. 

Meagher, C. A., et al. ORANI-W1NE: Tax 
Issues and the AtutyAjiian Wine Industry. 
Richardson, B. Frontiers in Agricultural Pol- 
icy Research: Discussion. 

Review of Marketing and Agricultural Eco- 
nomics, Vol. 53, No. 3, December 1965 

Coper, M. In the Beginning There Was Inter- 
state Trade... 

Edquiat, A. and Morris, P. Long-term Pro- 
jections of the Consumption of Paper and Pa- 
per Products in Australia. 

Johnson, D. The Short-term Economic Efiects 
of Environmental Constraints on Forest In- 
dustries. 

S tr ong, Si M. Rational Expectations and 


Weekly Price Variations of the Queensland 
Mud Crab. 

Tfadefl, C. A. Conserving and Planting Trees 
on Farms: Lessons from Australian Cases. 

Tyers, R. and Anderson, K. Price, Trade and 
Welfsre Elects of Agricultural Protection: 
The Case of East Asia. 

Wallace, M. Long-term Projections of Wood- 
Based. Panel Consumption in Australia. 

Review of Marketing and Agricultural Eco- 
nomics, Vol. 53, No. 2, August 1985 

Fisher, B. Frontiers in Agricultural Policy Re- 
search. 

Review of Radical Political Economics. VoL 18. 
No. 1/2, Spring/Summer 1986 

Bowles, S.; Cordon, D. M. and Weissskopf, 
T. E. Power and Profits: The Social Struc- 
ture of Accumulation and the Profitability of 
the Postwar U.S. Economy. 

Devine, J. N. Empirical Studies in Marxian 
Crisis Theory: Introduction. 

Lipietx, A. Behind the Crisis: The Exhaustion 
of a Regime of Accumulation. A “Regulation 
School" Perspective on Some French Empiri- 
cal Works. 

Miller, j. A. The Fiscal Crisis of the State 
Reconsidered: Two View* of die State and 
the Accumulation of Capital in the Postwar 
Economy. 

Moseley, F. Estimates of the Rate of Surplus- 
Value in the Postwar United States Economy. 

Naples, M. L The Unraveling of the Union- 
Capital Truce and the U.S. Industrial Pro- 
ductivity Crisis. 

PolKn, R. Alternative Perspectives on the Rise 
of Corporate Debt Dependency: The U.S. 
Postwar Experience. 

Read, A. The Rate of Profit and the Organic 
Composition of Capital in West German In- 
dustry from 1960 to 1981, 

Sherman, H. J. Changes in the Character of 
Hie U.S. Business Cycle. 

Webber, M. ). and Rigby, D. L. Hie Rate 
of Profit in Canadian Manufacturing. 1950- 
1981. 

Wolff, E. N. The Productivity Slowdown and 
the Fall In tbe U.S. Rate of Profit. 1947-76 

Review of Social Economy, VoL 44, No. 2, 
October 1986 

• A^pesano, J. Gunnar Myrdal m a Social 

Economist. 

BeikaauL A. and Mahay, M. M. Ba s ic Needs 

and Economic Systems: A SeariHvKy Analy- 

» 



Journal of Economic Literature 


Jt: Maoroeoonomic Conflicts and 
ftoofwiiDC mm aooiu rottoes. 

• RR—t, J. K. , On tbe Possibility of Marx’s 
MaealCritlque of Capitalism. 

41 UadM, R. D. joauHviK Social Econom- 
ic* sjAce HOOs A Bibliographic Note. 

HUB, L. £> ft i g msMu a, instrumental Value 
Itmry and Social Economic*: Comment. 

Last*, M. A. and Las, K. Neo-Human is tic 
Economic*: A Comment [1* Neo-Humanistic 
Economic* the New Paradigm for Social 
Economist*?]. 

Lola. ML A* Instrumental Value Theory and 
Social Economics: A Rejoinder. 

S cap erlaada, A. Neo-Humanistic Economics 
and Social Economics. Revisited [Is'Neo-Hu- 
manMJc Economics the New Paradigm for So- 
cial Economists?]. 

Revue d ^cooooiiqac Politique, Voi. 96, No. 4, 
Jcdy-Ang. 1996 

flufllUr, Y: Effets de la croissance (actorielle 
sur la structure de production dun pays: le 
eas das terntes de l’Cchange variables. (With 
English summary.) 

C«et, R. Les scissions et attributions gra- 
tuites d’actions comme source d’information: 
une Mode empirique. 

L«fry, I. -D. L'aide au dTveloppement: des 
analyses normative* aux theories politico-Tco- 
nomiques. (With English summary.) 

.Meugrat, M. Regulation des dTpenses de 
sante et decentralisation des decisions. (With 
English summary.) 

Revue tTEcooomique Politique, Vol. 96, No. 5, 
Sept. -Oct, 1986 

Banchct, P. Un service singulier: le transport 
maritime fran^ai*. (With English summary.) 

Bin cahe, P. La politique mon&aire en 1965; 
une transition avant la rupture, (With English 
summary.) 

de JMsaien, C. Les innovations fimndim en 
France. (With English summary.) 

Cnees, B- La pobrftd biens-services dan* une 
perspective longue. (With English summary.) 

Gardes, F. La coosommation de service* en 
France. (With Eogiish summary.) 

Ca^efcai, J.-L- Incertitude* ooojoocttirelles 
et dvohttipa des espaces des Economies in- 
duatrielles. (With English summary.) 

Las— dris Dsddw, B. L’fawoniS frangaise 

. at k ddveloppemeni <les services Anouaire 
1965-1906: Avant-propo*. 

1 La '>—,48* La psjnrtMW des sarvice* pah- 

ll — — . ■■■ . , - X m ■ i 

J i t ' 6 jB--' . ' i-..-' ■ :;1 3IGra91 H F-r . . /.v - ~ 

odafa gH B Ei . (With FngBih sumt— sy.) . 


Man da, J.-L. La specialisation Internationale 
de la France dam les ^changes de services. 
(With English summary.) 

Nnsbawner, J. Les negotiations internation- 
ales sur les services ou la quadrature du cer- 
cle. (With English summary.) 

Prod, B. La gestkm de I’empioi des services: 
pourquoi faut-il passer & (’analyse d’entre- 
prise? (With English summary.) 

Benard, F. La place des ^changes de services 
dans la balance des paiements fhut^aise. (With 
English summary.) 

Vesperini, J.-P. La conjuncture de la France 
en 1985-1986 succfes et echecs de la politique 
de rigueur. (With English summary.) 

Revue Economique, Vol. 37, No. 5, September 
1966 

Belloc, B. Quelques aspects normutifs du 
probifeme d’akerlof. Un exemple. (Some Nor- 
mative Aspects of Akerlofs Problem. An Ex- 
amine. With English summary.) 

Bureau, D. and Norotte, M. Ralentir la sub- 
stitution capital-travail. Une analyse critique. 
(Shift in the Factor Demands to Reduce Un- 
employment: A Review. With English sum- 
mary.) 

Cattaiat, M.; Maurice, J. and Zagante, P. 
Strategic du taux de change et mesures d’at- 
compagnement. Une analyse des coAts et 
a vantages A partfr d’exercises quantitatiis. 
(Rate of Exchange Strategy and Accompany- 
ing Measures of Economic Policy. With En- 
glish summary.) 

ChalHer, M.-C. Travail atypique et thtforie du 
risque. (Non-typical Labour and Theory of 
Risk. With English summary.) 

Craropes, C. Des instruments pour le con- 
trole des entreprises publiques. (Some Instru- 
ments to Regulate a Public Enterprise. With 
English summary.) 

Maldeot, J.-F. and Hamon, J. Contraiq$es fi- 
nancier res et demande d’inve*ti* sen— it des 
entreprises. (Financial Constraints agjJ.Firms’ 
Investment. With English suromagftjF, 

Steeage, A. E. On the Wage-Mpielstion 
in a Srafla System with Joint |Mttion. 

Weffler, J. Sortie de crise, n—ppmes moite- 
taires et politique* d'ajustei— A un “ordre 
dconomique. ’’ 

BMsta Internaztomde di Stienze Econosniche e 
Commercial!, Vol. 33, No. 6-7, June- July 

1966 

Brora, P. Austro-KeynesUm in a Monetarist 
Decade: Or, Wffl Austria* ‘Social Partnership’ 
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Live through the 1980s? (With a Game Theory 
Postscript). 

Carraro, C. Indicatori sintetki della politics 
economical teoria e applkaxioni. (Synthetic 
Indicators of Macro Policy Goals: Theory and 
Applications. With English summary.) 

De maria, G. Sul fondamento euros tico di al- 
cuni strumenti analitid impiegati nelle Jogiche 
natural! defleconomia. (On the Heuristic Ca- 
pacity of Some Analytical Tools Employed by 
the Natural Logic of Economics. With English 
summary:) 

Cidow, A. L. and Gitlaw, H. S. Labor-Man- 
agement Relations: A Vital Piece of the Qual- 
ity Puzzle. 

Holcombe, R. C. The E Sects of the Tax Struc- 
ture on the Distribution of Disposable In- 
come. 

Kirkpatrick, C. H. The World Banks Views 
on State Owned Enterprises in Less Devel- 
oped Countries: A Critical Comment. 

Kymn, K. O. The Steady State Impact of a 
Declining Saving Hate on Great Ratios of Eco- 
nomics in a Gobi)- Douglas Growth Model. 

Rahman, M. Z. and Finnerty, J. E. Interna- 
tional Accounting Standards and Transna- 
tional Corporations. 

Salanti, A. Struinentalismo e fallibilismo in 
economia: una note su alcune recenti interpre- 
tazioni. (Instrumentalism versus Fallibilism in 
Economics. A Note on Some Recent Interpre- 
tations. With English summary.) 

Sufrin, S. C. A Note on Strategic and Syn- 
thetic Planning. 

Virgo, J. Youth Unemployment Issues: West- 
ern Europe and the United States. 

Rivista Internationale di Scienze Economkhe e 
Commerdali, Vol. 33, No. 8, August 1886 

Dallago, B. Economic System and the Causes 
of Irregular Economy: Some Preliminary 
Questions for East-West Comparison. 

Di Matteo, M. and Rufat, M. L. Alcuni effetti 
dell'interdlpendeffa* tra paesi produttori di 
pctrolk) e paesi fodustrializzati: un'analiri ma- 
crodinamica. (Some Efccts of the Interdepen- 
dence between Oil Producing and Oil Con- 
suming Countries: A Macrodynamic Analysis. 
With English summary.) 

Fetwel, G. R. Schumpeter on Walras, Mar- 
shall. and Beyond. 

Fftpovii, S. Multinational Companies and the 
COMECON Countries. 

Ceyfkdagi, Y. M. and Ceyikdagi, N. V. 
The Economics of Street Crime. 

Shieunya, Y, Urn Science and Ideology of 
Schumpeter. 


RMsta di Mftka Economica, VoL 76, Ne. 7, 
July 1966 

KoropeckyJ, L S. Ivan Vernadsky: un ucraino 
deirottocento studioso del pensiero econom- 
ico italiano, 

Nucdo, O. Epistemologia economics: il ruolo 
del concetti di “natura“ e di “diritto naturale" 
nelk genes! dell'economia politics. 

Ortolan!, M. Aspetti reali e Rnanziari e mec- 
canismi d’incentivazkme fi scale del "Venture 
Capital." 

Rivista di FoUtica Economics, Vol. 76, Ne. 8-8, 
Aug.-Sept 1986 

Be l tr a tti, A. Crescita monetaria e attiviti pro- 
duttiva. 

Casteflino, O. II foturo del sistema previden- 
ziale Italiano. 

Colombatto, E. Indicatori convenzkmali e non 
del commercio estero: una nota in margine 
all “Constant- Market- Share Analysis. ” 

Cozzi, T. La crescita del dels to pubblico: 
punto di vista di Keynes e la sua rilevanza 
per i problem! di oggi. 

DesgKo, M. Economia soon mens, modifica- 
tion i stnitturali e ciclo economico. 

Dirindin, N. Servizi sanitari. salute e henes- 
sere: uno schema di anal is i. 

Fornero, E. La sostenibilitA del debito pub- 
blico in economie ricardiane e non ricardiane. 

Ricossa, S. Teorie economiche e ideologie po- 
litiche dopo Sraffii. 

Russo, C. Stima delle modification! stnitturali 
net merest o del petrolio. 

Terns, P. and Zangola, M. Una nota quantita- 
tive sulla disoccupazkme in Italia. 

Rivista di Starts Economics, S.S., VoL 3, No. 
1, February 1986 

Bokhini, P. L’Esposizkme Internazionale di 
Londra del 1862 e I’ltslia. La scetta e il trasie- 
rimento delle technkhe. 

Oocca, P. In margine al Mmttioli di Giorgio 
Rodano. 

Merger, M. Un modeBo di sostitusaone: la lo- 
comotiva Italians dal 1850 al 1914. 

Rets, J. L'induitriahrzazione di un parse cbe 
si sviluppa in ritardo e ientamente: il Porto- 
gallo dal 1870 al 1913. 

RMsta di Staria Economics, S.S., VoL 3, No. 
g, Juae 1996 

ArcMbugl, D. John Maynard Keynes • i prob- 
iemi finanzkri deUa prims goerra w o n dk k . 

Banff, R. Maftkii e flri. 

de Ceeoo, M. La "protesdone del rbfmrario" 
naBefcriwe towiWc fasekta. - 
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' IiMn, C. MMtantiUaMfcme o' tviluppo 
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Individual Study System is an appropriate form 
for -these courses. Europ. Rev. Agr. Econ., 
1986, 13(1), pp. 107-22. Agricultural Univer- 
sity, Wageningen, tlie Netherlands. 

020 General Economic Tiuxmv 

Debreu, Gerard — Theoretic Models: Mathe- 
matical Form and Economic Content 
Changes in the mathematical form of theo- 
retic models of an economy during the past 
(bur decades and the growth of mathematical 
economics in that period are considered in rela- 
tion to each other and to the development of 
the Econometric Society. The fit of the mathe- 
matical. form to the economic content of theo- 
retic models, their separation in a completed 
axiomatic theory, and their interplay in its elab- 
oration, are examined. Consequences of dm 
axiocaattzation of economic theory are analysed. 
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Economttrica, Nov. 1986, 54(6), pp. 1259-70. 
University of California, Berkeley. 

I n c sij Robert E., Jr. — Adaptive Behavior and 
Economic Theory 

This essay uses a series of examples to illus- 
trate the uses of rationality and adaptation in 
economic theory. It is argued that these hypoth- 
eses are complementary, and that stability theo- 
ries based on adaptive behavior may Itelp to 
narrow the class of empirically interesting equi- 
libria in certain economic models. ,An experi- 
ment is proposed to test this idea. }. Bus.. Pt. 
2, Oct. 1986, 59(4), pp. S401-26. University 
of Chicago. 

021 General Equilibrium and Disequilibrium 
Theory 

Aumann, Robert J. and Drfcxe, Jacques H. — 

Values of Markets with Satiation or Fixed 
Prices 

In markets with satiation, competitive equi- 
libria may fail to exist because the satiation 
points of some traders may be in the interiors 
of their budget sets. Thus some traders will 
use less than the maximum budget, creating 
an excess that may lie divided among all traders 
as dividends. The authors prove that, when 
there are many individually insignificant 
agents, every Shapley value allocation is gener- 
ated by a system of dividends and prices in 
which all dividends are nonnegative and mono- 
ton kally depend only on the net trade sets of 
the agents, not their utilities. The same result 
holds for markets with fixed prices. Econo- 
metrtca, Nov. 1986, 54(6), pp. 1271-1318. He- 
brew University; CORE, Louvain, Belgium. 

Coatrefl, Robert M. — Equilibrium and Opti- 
mality in a Mean-Variance Model 
This article reexamines an old debate over 
the optimality of market allocations in a sym- 
metric mean-variance world, with production 
nonconvexities, imper fe ct l y correlated outputs, 
and free entry. The author shows that Walrasian 
equilibrium does not exist; that non-Walras ian 
equilibrium under price-taking behavior allo- 
cates resources optimally between the risky and 
risk-free sectors, batapreads resources in the 
risky aector over an insufficient number of activ- 
and that non-Walraaian equilibrium under 


consistent conjectures allocates insufficient re- 
sources to the risky sector, and spreads them 
over an excessive numlter of activities. These 
results have analogues in the theory of product 
differentiation. Rand J. Econ., Spring 1986, 
17(1), pp. 122-32. University of Massachusetts. 

Duffie, Darrell — Stochastic Equilibria: Exis- 
tence. Spanning Nutnl>er, und the ‘No Ex- 
pected Financial Gain from Trade’ Hypothe- 
sis 

Stochastic equilibria under uncertainty with 
continuous-time security trading and consump- 
tion ure demonstrated in a general setting. 
Given u fixed economy and equilibrium alloca- 
tion, for each set of prolmbility assessments 
there exist equilibrium security prices with no 
expected financial gains from trade under the 
given prolxthility assessments. The spanning 
number of the economy is defined as the fewest 
numlmr of security markets required to sustain 
a dynamically complete markets equilibrium, 
und is characterized one plus the martingale 
multiplicity of the information structure. Exam- 
ples are given in which the spanning numl>er 
is finite even though the mimlx*r of potential 
states of the world is infinite. Econumetrica , 
Sept. 1986, 54(5), pp. 1161-83. Stanford Uni- 
versity. 

Cagey, Frfddric; Laroque, Guy and Loilivier, 
Stefan — Monetary and Fiscal Policies in a 
General Equilibrium Model 
In the short run, if price expectations are 
inelastic, the government has full control of the 
nominal interest rate. While the mode) is 
purely competitive, the conclusions are similar 
to those of the standard IS-LM analysis. In 
the long run, it is argued that the proper mea- 
sure of the government deficit is not the usual 
one. The interests lost by the moneyt.kokiers 
because of the transactions constraint must be 
included as an additional government income, 
the seignoriage tax. J. Econ. Theory, Aug. 1986, 
39(2), pp. 329-57. Institut National de la Statis- 
tique et des Etudes Economiques, Paris. 

Mas-Colell, Andrew — The Price Equilibrium 
Existence Problem in Topological Vector Lat- 
tices 

A price-equilibrium existence theorem is 
proved for exchange economies whose con- 
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sumption sets are the positive orthant of arbi- 
trary topological vector lattices. The motivation 
comes from economic applications showing the 
need to bring within the scope of equilibrium 
theory commodity spaces whose positive or- 
thant has empty interior, a typical situation in 
infinite dimensional linear spaces. Econo- 
metrica, Sept. 1986, 54(5), pp, 1039-53. Har- 
vard University. 

Nguyen, Trien T. and Whalley, John — Equi- 
librium under Price Controls with Endoge- 
nous Transactions Costs 
In this paper the authors present an equilib- 
rium model for an exchange economy with fixed 
prices and endogenously determined search or 
transactions costs. Given the fixed prices, en- 
dogenously determined equilibrium buying and 
selling prices (which include transactions costs) 
result. These costs occur on either the demand 
or supply side of each market, but not both. 
An eventual application of this approach to an 
evaluation of welfare costs of either economy- 
wide wage and price controls, or sector-specific 
price controls such as energy is seen. In the 
final section, some simple numerical examples 
that illustrate the approach are presented. J. 
Econ. Theory , Aug. 1986, 39(2), pp. 290-300. 
University of Waterloo; University of Western 
Ontario, London, Ontario. 

022 Microeconomic Theory 

Abel, Andrew B. — Capital Accumulation and 
Uncertain Lifetimes with Adverse Selec- 
tion 

Adverse selection in the private annuity mar- 
ket causes the rate of return on private annuities 
to be less than the actuarially fair rate based 
on population average mortality. However, 
compulsory social security is immune to ad- 
verse selection and can offer the actuarially fair 
rate of return based on population average mor- 
tality. Because social security offers a higher 
rate of return than private annuities, consumers 
cannot offset social security by transacting in 
the private annuity market. Introducing social 
security reduces the steady state rate of return 
on annuities and raises the steady state aggre- 
gate bequests and consumption of young con- 
sumers. Econometrica, Sept. 1986, 54(5), pp. 
1079-87 . University of Pennsylvania. 


Admati, Anat B. and Pfleiderer, Paul — A Mo- 
nopolistic Market for Information 
The authors analyze a model where traders 
buy information from a monopolistic seller, 
which is subsequently used in a speculative 
market. In order to overcome die dilution in 
the value of information due to its leakage 
through informative prices, the seller of infor- 
mation may prefer to sell noisier versions of 
the information >he actually has. Moreover, to 
obtain higher profits, it is desirable for the seller 
to sell different signals to different traders, so 
that the added noise realizations do not affect 
equilibrium prices. One way of doing so, which 
does not require discrimination, is to sell identi- 
cally distributed personalized signals to each 
of a large number of traders. /. Econ. Theory, 
Aug. 1986, 39(2), pp. 400-438. Stanford Uni- 
versity. 

Artus, Patric and Migus, Bernard — Dynam- 
ique de I’investissement et de l’emploi avec 
cofits d'ajustement sur le capital et le travail. 
(Investment and Employment Dynamics 
with Adjustment Costs on Capital and La- 
bour.) 

This article presents the foundations and the 
estimation of two models describing how firms 
determine the optimal expected paths of em- 
ployment and of the capital stock when they 
face adjustment costs on both production fac- 
tors. In the first model, firms are assumed to 
be always constrained on their sales; in the sec- 
ond one never to be rationed on the goods mar- 
ket. Ann. Econ. Statist., Apr./June 1986. (2), 
pp. 75-99 (French). Bank of France; ENSAE, 
Malakoff, France. 

Arvan, Lanny — Sunk Capacity Costs, Long-run 
Fixed Costs, and Entry Deterrence under 
Complete and Incomplete Information 
This article considers a three- stage, exten- 
sive-form game where capacity, once installed, 
is sunk but where fixed costs are not sunk. The 
author shows that there may be multiple perfect 
equilibria of the complete information game. 
When the entrant is completely informed about 
the incumbent's cost, the entrant may use the 
incumbents capacity choice as a signal of t be 
incumbent's cost An example is presented 
where the incumbent prefers a uoninfarmative 
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capacity signal, >it>ce this has the effect of reduc- 
ing the scaleof entry . A second example is pre- 
served where the entrant Is incompletely in- 
formed because the incumbent makes a choke 
over production technologies that is unobserva- 
ble to the entrant. Rand). Earn., Spring 1986, 
17(1). pp. 105-21. University of Illinois. 

Ider, Victor A. — La inflexibilklad descen- 
deoto de log precios y la teorfa de k empress 
(Price Inflexibility and the Theory of the 
Firm) 

Downward inflexibility erf nominal prices is 
an established fact of contemporary economic 
reality; it is responsible for some important phe- 
nomena in the behavior of market economies. 
In this paper reasons for the existence of such 
inflexibility are analyzed. It is found out that 
such behavior takes place in those markets 
where suppliers are pricesetters and where, l>e- 
sides, some of the usual assumptions of micro- 
economic theory do not hold. The main conclu- 
sion is the need of expanding current theory 
in order to take into consideration the asym- 
metric behavior, which characterizes monetary 
prices in contemporary economy. Ecomhnica, 
Jan.-Apr. 1985, 3J(1), pp. 3-19 (Spanish). Na- 
tional University of La Plata, Argentina. 

Betancourt, Roger R. — The Duration of Oper- 
ations and the Estimation of Substitution Pos- 
sibilities 

In this paper a simple procedure is presented 
to allow the estimation of substitution possibili- 
ties in die presence of variations in the duration 
of operations. The result is applicable to any 
production function consistent with a classical 
cost function. Europ. Econ. Rev. Dec. 1986, 
30(6), pp. 1186-95. University of Maryland. 

Bond, Erie W. — The Effect of Used Markets 
with Endogenous Replacement of Durable 
Goods 

This paper examines the optimal retirement 
age Mid trading time for durable goods with 
heterogeneous buyers. It is shown that the 
presence of used markets leads to a uniform 
retirement age for all durable goods, but the 
average replacement rate may either rise or 
foil relative to that without used markets. This 
e U fe rt fossn previous raedek in which used mar- 


kets must lengthen the life of durables. Condi- 
tions are derived under which restrictions on 
used markets (either taxes or outright bans) will 
cause die demand for new goods to foil. South- 
ern Econ. }., Oct. 1986, 53(2). pp. 422-31. 
Pennsylvania State University. 

Boyer, Marcel and Moreaux, Michel — Ratkm- 
nement, anticipations rationelles et Iquiii- 
bres de Stackelberg (Rationing, Rational Ex- 
pectations and Stackelberg Equilibria) 

The authors consider a Stackelberg-like du- 
opoly in which the strategy space of the firms 
are price-quantity pairs; meaning that, at this 
price, a firm is willing to sell at most the sup- 
plied quantity. It is shown that, at the equilib- 
rium, the leader will quote a price lower thun 
the price quoted by the follower and that, at 
the price he quotes, he will ration his demand. 
Hence, the result is market structure in which 
price rigidities and persistent excess demand 
are immediate outcomes of the noncompetitive 
behavior of some agents. Ann. Econ. Statist., 
Jan.-Mur. 1986, (1), pp. 55-73 (French). Uni- 
versity of Montreal; GREMAQ, University of 
Social Sciences of Toulouse. 

Brown, Donald — Increasing Returns and the 
Share Economy 

Under imperfect competition, profit maxi- 
mization by firms results in the market price 
exceeding the marginal cost of production; Mar- 
tin Weitzman terms this “excess supply.” 
Weitzman wishes to replicate in the cost func- 
tion (in terms of labor) the properties of the 
revenue function (in terms of output), thus gen- 
erating "excess demand” for labor. A revenue- 
sharing .scheme will achieve this if, and only 
if, there are decreasing returns to scale. Hence, 
increasing returns apparently pky no role in 
Weitzman s analysis. J. Compar. Econ., Dec. 
1986, 10(4), pp. 454-56. Yale University. 

Bucovetsky, Sam and Chilton, John — Concur- 
rent Renting and Selling in a Durable-Goods 
Monopoly under Threat « Entry 
Ibis article analyzes the choice of contract 
(sales or rental) of a durable-goods monopolist 
facing a threat of future entry. Although in the 
absence iff such a threat a monopolist would 
prefer to rent his entire output, the authors 
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show that the threat of entry alters that prefer* 
ence. There is an optimal preentry contract 
mix, involving both rental and sales. If both 
firms behave as Cournot duopolists after entry, 
the optimal choice of preentry contracts enables 
the erstwhile monopolist to gain the same prof- 
its as he would if be behaved as a von Stackel- 
berg leader. Rand J. Econ., Summer 1986, 
17(2), pp. 261-75. University of Western On- 
tario; University of South Carolina. 

Champsaur, Paul and Rochet, Jean-Charles — 

Concurrence par les prix et vari6t6 ties pro- 
duits (Price Competition and Product Vari- 
ety) 

The literature provides two polar explana- 
tions for the variety of products or qualities of- 
fered on the market. Either this variety results 
from the number of firms, each of which sup- 
plies a single product or quality. Or else there 
is a monopoly offering a variety of products, 
that is, choosing its catalogue of goods in order 
better to exploit the diversity of its clientele. 
This article is a contribution to the development 
of an intermediary approach permitting an anal- 
ysis of oligopoly situation without any a priori 
restriction on the variety of products by the 
individual firm. Ann. Econ. Statist., Jan.-Mar. 
1986, (1), pp. 153-73 (French). Direction de 
la Provision, Paris; CEREMADE, University 
of Paris IX. 

Cooper, Thomas E. — Most-Favored-Customer 
Pricing and Tacit Collusion 
This article examines the role of the most- 
favored-customer pricing policy as a practice 
facilitating coordination in a dynamic model of 
price-setting duopoly. This policy is a promise 
by a firm that if it later lowers price, it will 
rebate to current customers the difference be- 
tween the price they pay now and the lower 
future price. By reducing each firm's incentive 
to reduce price, the policy enables both firms 
to offer higher prices and to enjoy higher prof- 
its. Consequently, at least one firm offers the 
policy in equilibrium. These general results are 
illustrated in an example. Rand J. Econ . , Au- 
tumn 1986, 17(3), pp. 377-88. University of 
Florida. 

Dana, Rose- Anne and Montrucchio, Luigi — 
Dynamic complexity in Duopoly Gaines . 


The authors discuss the occurrence of peri- 
odic and chaotic phenomena in infinite horizon 
duopoly games where firms maximize their dis- 
counted sum of profits and use Markov perfect 
equilibrium strategies, in the alternating cue 
their corresponding actions are then con- 
strained orbits of a map similar to a Cournot 
tiltonnement. It is shown that any behavior is 
possible for small discount factors and that one 
olitains the Cournot t&tonneraent as the dis- 
count factor goes to zero. In the simultaneous 
case, it is shown by means of an example that 
many Cournot t&tonnements can he viewed as 
Markov perfect equilibria of an infinite horizon 
game and that one obtains the Nash equilibrium 
of the static game as the discount parameter 
goes to zero. The authors are thus led to study 
in detail the dynamical properties of a Cournot 
tiStonnement. J. Econ. Theory, Oct. 1986, 
40(1), pp. 40-56. University of Paris VI; Poly- 
technic of Turin. Italy. 

Davidson, Carl and Deneckere, Raymond — 

Long-run Competition in Capacity, Short- 
run Competition in Price, and the Cournot 
Model 

In this article the authors investigate the na- 
ture of equilibrium in markets in which firms 
choose the scale of operation before they make 
pricing decisions. A duopoly model in which 
firms choose their capacities liefore engaging 
in Bertrand-like price competition is analyzed. 
It is demonstrated that the Cournot outcome 
is unlikely to emerge in such markets and that 
the equilibrium tends to Ik* more competitive 
than the Cournot model would predict. In addi- 
tion, the results indicate a tendency toward 
asymmetric firm sizes and price dispersion that 
results from the mixed strategies linns use in 
equilibrium. Rand J. Econ., Autumn 1986, 
17(3). pp. 404-15. Michigan State University; 
Northwestern University. 

Dekel, Eddie — An Axiomatic Characterization 
of Preferences under Uncertainty; Weaken- 
ing the Independence Axiom 
The independence axiom used to derive the 
expected utility representation of preferences 
over lotteries is replaced by requiring only con- 
vexity, in terms of probability mixture*, of indif- 
ference sets. Two axiomatic characterittMons 
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■m proves, one for simple measures and die 
ether ooottnuouf and for all probability mea- 
sures. Hie r epres en tations are structurally simi- 
lar to expected utility, and are unique up to a 
generalisation of affine transformations. First 
order stochastic dominance and risk aversion 
are discussed using a method which finds an 
expected utility approximation to these prefer- 
ences without requiring differentiability of the 
preference functional. /. Econ. Theory, Dec. 
1986, 40(2), pp. 304-18, Harvard University. 

Demange, CabrieDe — Free Entry and Stability 

in a Cournot Model 

In a Cournot model for a single homogeneous 
good, the author studies simultaneously two 
stability properties of a Cournot equilibrium: 
the stability of a continuous quantity adjust- 
ment process with a fixed number of firms and 
the stability relative to entry. Under usual as- 
sumptions, it is shown that these two properties 
are consistent — i.e., there exists an equilibrium 
that is stable in both senses — and the number 
of active firms are determined quite sharply. 
J. Earn. Theory, Dec. 1986, 40(2), pp. 283- 
303. Laboratoire d’Econometrie de I’Ecoie 
Polytechnique, Paris. 


Demange, GabrieBe and Ponssard, Jean- 
Kerrc — Barrie re de mobility et concurrence 
dans un duopole. Essai de formalisation dans 
le cadre de la throne des jeux (Barriers to 
Mobility and Competition in a Duopoly: An 
Attempt to Formalize within the Context of 
Game Theory) 


This article takes die following question as a 
point of departure: if one firm is more efficient 
than a rival, does it have cause to initiate a 


price war? In order to study the question, the 
authors rely on a simple duopoly model and 
try to make especially heavy use of the concept 
of barrier to mobility. They are able to show 
that such factors as relative cost positions, size 
and degree of market power as we& as global 
elasticity of demand play an important role. 
Some early results concerning the role of time 
are obtained on the basis of a comparative static 
analysis. Asa. Econ. Statist., Jan.-Mxr. 1986, 
.35-53 (French), iaboratofre d*ltco- 
nOMjtoflp' de 1’fecole Polytechnique, Paris; 


cum* 


Dowrfck, Steve — Von Stackelberg and Cournot 
Duopoly: Choosing Roles 
Under what circumstances will firms agree 
on the choice of roles of leader and follower 
in the von Stackelberg duopoly model? A key 
determinant is the slope of the firms* reaction 
functions (in either price or quantity space). 
The duopolists will disagree over the choice 
of roles if they have downward-sloping reaction 
functions. Each will prefer to be the leader. 
They will also disagree if they have upward- 
sloping reaction functions and similar profit 
functions. Each will prefer that the other be 
the leader. Preferences between von Stackel- 
berg and Cournot outcomes are also consid- 
ered. Rand J. Econ. Summer 1986, 17(2), pp. 
251-60. Australian National University. 

Dye, Ronald A. — Optimal Monitoring Policies 
in Agencies 

This article considers a principal-agent prob- 
lem in which the principal has access to a cost 
monitoring technology that can be used to ac- 
quire additional information about the agent's 
actions subsequent to observing the agent's out- 
put. Although randomized monitoring policies 
are feasible, the author shows that in a variety 
of contexts optimal monitoring policies are det- 
erministic and “lower- tailed." That is, there ex- 
ists some critical level of output such that fur- 
ther investigation of the agent's actions occurs 
if, and only if, output falls below this critical 
level. RandJ. Econ., Autumn 1986, 17(3), pp. 
339-50. Northwestern University. 

Epplc, Dennis — Hedonic Prices and Implicit 
Markets: Estimating Demand and Supply 
functions for Differentiated Products 
In choosing the level of quality to purchase, 
the buypr^of a differentiated product also 
choosdjllpoint on the marginal price schedule 
for that product. Hence, in general, the de- 
mand functions for product characteristics can- 
not be consistently estimated by ordinary least 
squares. Market equilibrium results in a match- 
ing of characteristics of deman ders and suppli- 
ers. This matching restricts the use of buyer 
and seller characteristics as instruments when 
estimating demand and supply functions for 
product characteristics. The paper develops 
these issues. A stochastic structure for hedonic 
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equilibrium models is then proposed, identifi- 
cation results are presented, and estimation 
procedures are outlined. J. Polit. Earn., Feb. 
1987, 95(1), pp. 59-80, Camegi e-Mellon Uni- 
versity. 

Fershtman, Chaim and Muller, Eitan — Capital 
Investments and Price Agreements in Semi- 
collusive Markets 

The authors consider a semicollusive market 
where firms compete in a long-run variable, 
such as investment in capital or capacity, and 
collude with respect to a short-run variable, 
such as price or market shares. The concern 
is with the potential destabilizing effect of the 
long-run competition on the short-run collu- 
sion. It is shown that under a certain refinement 
of the equilibrium, the set of equilibria is re- 
duced to include just the one in which the collu- 
sive agreement is stable. Some support is lent 
to the phenomenon of an inverse association 
lietween advertising and competition by inves- 
tigating the conditions under which overcapital- 
ization occurs in the above equilibrium. Rand 
J. Econ., Summer 1986, 17(2), pp. 214-26. He- 
brew University. 

Franke, Reiner — Some Problems Concerning 
the Notion of Cost-Minimizing Systems in 
the Framework of Joint Production 
The paper is concerned with the issue of pro- 
duction prices and the underlying notion of 
equilibrium in linear joint production systems 
with technical choice. Conditions are stated 
(without proof) that ensure the existence of such 
a cost-minimizing system. In particular, the 
roles of negative prices and of costly disposal 
are discussed. Finally, the wage-profit frontier 
is defined in this framework and an example 
is given exhibiting a peculiarity of a new type. 
Manchester Sch. Econ, Soc. Stud. Sept, 1986, 
54(3), pp. 298-307. University of Bremen, West 
Germany. 

FrayuA, Jean — Existence des dquilibres de 
Coumoti un tour d ’horizon. (Existence of a 
Cournot Equilibrium; A Survey) 

This paper surveys results on existence of a 
Cournot equilibrium In a partial equilibrium 
framework, with a particular a tte n tion to recent 
research on large markets. The literature offers 


a large number of formulations. All of them 
are not covered, but the author thinks that die 
strong cases studied give a correct idea of the 
results and the methods of proof. These meth- 
ods use fixed-point theorems for noncontinuous 
mappings or nonconvexvalued correspon- 
dences; they are expounded in appendix. Ann. 
Econ. Statist., jan./Mar. 1986, (1), pp. 9-33 
(French). CREMAQ, University of Social Sci- 
ences of Toulouse. 

Fujita, Masahisa and Thisse, Jacques-Fran- 
$ois — Spatial Competition with a Land Mar- 
ket: Hotelling and Von Hiunen Unified 
The authors introduce into the standard spa- 
tial competition model the consumption of land 
by households. The spatial distribution of 
households is treated as endogenous, and a land 
market is introduced on which households com- 
pete for land-use. Households consume simul- 
taneously land and firms’ output. Accordingly, 
the demand of each household becomes, in 
turn, endogenous as it depends on the income 
left after the land rent is paid. The results ob- 
tained within this more general framework 
prove to be very different from the standard 
results. Rev. Econ. Stud., Oct. 1986, 53(5). pp. 
819-41. University of Pennsylvania; University 
of Pennsylvania and CORE. 

Furth, Dave — Stability and Instability in Oli- 
gopoly 

For regular oligopolies (both homogeneous 
and heterogeneous) the (local) Coumot-Nash 
equilibria are the (nondegenerate) critical 
points of a Morse-Smale vector field, defined 
on the feasible region of nonnegative prices and 
outputs. When at the Iwundary of this feasible 
region this vector field points inward, it follows 
from the Morse inequalities that there is at least 
one stable equilibrium. When there is a unique, 
nonstable, interior equilibrium, necessarily the 
vector field points outward somewhere dong 
the boundary of the feasible region. This raises 
to a stable boundary equilibrium. ]. Econ. The- 
ory, Dec. 1986, 40(2), pp. 197-228. University 
of Amsterdam. 

Gaynor, Martin — Misp er ce ption s. Moral Hae- 
' ard and Incentives in Groups 
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are proven, one few simple measures and the 
other continuous and for all probability mea- 
sures. 'The re pr e se n ta tions are structurally simi- 
lar to ex pected utility, and are unique up to a 
generalization of affine transformations. First 
order stochastic dominance and risk aversion 
are discussed using a method which finds an 
expected utility approximation to these prefer- 
ences Without requiring differentiability of the 
preference functional. J. Earn. Theory, Dec. 
1966, 40(2), pp. 304-18. Harvard University. 

f 

Demange, GabrieHe — Free Entry and Stability 
in a Cournot Model 

In a Cournot model for a single homogeneous 
good, the author studies simultaneously two 
stability properties of a Cournot equilibrium: 
the stability of a continuous quantity adjust- 
ment process with a fixed number of firms and 
the stability relative to entry. Under usual as- 
sumptions, it is shown that these two properties 
are consistent — i.e. , there exists an equilibrium 
that is stable in both senses — and the number 
of active firms are determined quite sharply. 
/. Econ. Theory, Dec. 1986, 40(2), pp. 283- 
303. Laboratoire d’Econometrie de l’Ecole 
Polytechnique, Paris. 

Demange, GabrieHe and Ponssard, Jean- 
Pie rre — Barrfere de mobility et concurrence 
dans tut duopole. Essai de formalisation dans 
le cadre de la th^orie des jeux (Barriers to 
Mobility and Competition in a Duopoly: An 
Attempt to Formalize within the Context of 
Game Theory) 

Ibis article takes the following question as a 
point of departure: if one firm is more efficient 
than a rival, does it have cause to initiate a 
price war? In order to study the question, the 
authors rely on a simple duopoly model and 
try to make especially heavy use of the concept 
of barrier to mobility. They are able to show 
that such factors as relative cost positions, size 
and degree of market power as well as global 
elasticity of demand play an important role. 
Some early results concerning the role of time 
are obtained on the basis of a comparative static 
analysis. Ann. Econ. Stotisf.*Jan.-Mar. 1986, 
41 ), »■ 35-53 (French). A tvoratoire d'fico- 
niwajyfe de rfieo le Potywchnique, Paris; 


Dowrick, Steve — Von Stackelberg and Cournot 
Duopoly: Choosing Roles 
Under what circumstances will firms agree 
on the choice of roles of leader and follower 
in the von Stackelberg duopoly model? A key 
determinant is the slope of die firms’ reaction 
functions (in either price or quantity space). 
Hie duopolies will disagree over the choice 
of roles if they have downward-sloping reaction 
functions. Each will prefer to be the leader. 
They will also disagree if they have upward- 
sloping reaction functions and similar profit 
functions. Each will prefer that the other be 
the leader. Preferences between von Stackel- 
berg and Cournot outcomes are also consid- 
ered. Rand J. Econ. Summer 1986, 17(2), pp. 
251-60. Australian National University. 

Dye, Ronald A. — Optimal Monitoring Policies 
in Agencies 

This article considers a principal-agent prob- 
lem in which the principal has access to a cost 
monitoring technology that can he used to ac- 
quire additional information about the agent’s 
actions subsequent to observing the agent's out- 
put. Although randomized monitoring policies 
are feasible, the author shows that in a variety 
of contexts optimal monitoring policies are det- 
erministic and “lower-tailed.” That is, there ex- 
ists some critical level of output such that fur- 
ther investigation of the agent's actions occurs 
if, and only if, output fells below this critical 
level. RandJ. Econ., Autumn 1986, 17(3), pp. 
339-50. Northwestern University. 

Epple, Dennis — Hedonic Prices and Implicit 
Markets: Estimating Demand and Supply 
functions for Differentiated Products 
In choosing the level of quality to purchase, 
the buyer of a differentiated product also 
chooses a point on the marginal price schedule 
for that product. Hence, in general, the de- 
mand functions few product characteristics can- 
not be consistently estimated by ordinary least 
squares. Market equilibrium results in a match- 
ing of characteristics of demanders and suppli- 
ers. This matching restricts the use of buyer 
and seller characteristics as instruments when 
estimating demand and supply functions for 
product characteristics. The paper develops 
these issues. A stochastic structure for hedonic 
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equilibrium models is then proposed, identifi- 
cation results are presented, and estimation 
procedures are outlined. J. Poltt. Econ., Feb. 
1987, 95(1), pp. 59-80. Camegie-Mellon Uni- 
versity. 

Fershtman, Chaim and Muller, Eitan — Capital 
Investments and Price Agreements in Semi- 
collusive Markets 

The authors consider a semicoilusive market 
where firms compete in a long-run variable, 
such as investment in capital or capacity, and 
collude with respect to a short-run variable, 
such as price or market shares. The concern 
is with the potential destabilizing effect of the 
long-run competition on the short-run collu- 
sion. It is shown that under a certain refinement 
of the equilibrium, the set of equilibria is re- 
duced to include just the one in which the collu- 
sive agreement is stable. Some support is lent 
to the phenomenon of an inverse association 
between advertising and competition by inves- 
tigating the conditions under which overcapital- 
ization occurs in the above equilibrium. Rand 
J. Earn., Summer 1986, J7(2), pp. 214-26. He- 
brew University. 

Franke, Reiner — Some Problems Concerning 
the Notion of Cost-Minimizing Systems in 
the Framework of Joint Production 
The paper is concerned with the issue of pro- 
duction prices and the underlying notion of 
equilibrium in linear joint production systems 
with technical choice. Conditions are stated 
(without proof) that ensure the existence of such 
a cost-minimizing system. In particular, the 
roles of negative prices and of costly disposal 
are discussed. Finally, the wage-profit frontier 
is defined in this framework and an example 
is given exhibiting a peculiarity of a new type. 
Manchester Sch. Econ. Soc. Stud. Sept. 1986, 
54(3), pp. 298-307. University of Bremen, West 
Germany. 

Frayufe, Jean — Existence des dquilibres de 
Coumoti un tour d ’horizon, (Existence of a 
Cournot Equilibrium: A Survey) 

Tliis paper surveys results on existence of a 
Cournot equilibrium in a partial equilibrium 
framework, with a particular atffention to recent 
research on large markets. The literature offers 


a large number of formulations. All of them 
are not covered, but the author thinks that the 
strong cases studied give a correct idea of the 
results and the methods of proof. These meth- 
ods use fixed-point theorems tor noncontinuous 
mappings or nonconvexvalued correspon- 
dences; they are expounded in appendix. Ann. 
Econ. Statist., Jan./Mar. 1986, (1), pp. 9-33 
(French). CREMAQ, University of Social Sci- 
ences of Toulouse. 

Fujita, Masahisa and Thisse, Jacques-Fran- 
{ots — Spatial Competition with a Land Mar- 
ket: Hotelling and Von Thuncn Unified 
The authors introduce into the standard spa- 
tial competition model the consumption of land 
by households. The spatial distribution of 
houseltolds is treated as endogenous, and a land 
market is introduced on which households com- 
pete for land-use. Households consume simul- 
taneously land and firms’ output. Accordingly, 
the demand of each household becomes, in 
turn, endogenous as it depends on the income 
left after the land rent is paid. The results ob- 
tained within this more general framework 
prove to Ire very different from the standard 
results. Rev. Earn. Stud., Oct. 1986, 53(5), pp. 
819-41. University of Pennsylvania; University 
of Pennsylvania and CORE. 

Furth, Dave — Stability and Instability in Oli- 
gopoly 

-For regular oligopolies (both homogeneous 
and heterogeneous) the (local) Coumot-Nash 
equilibria are the (nondegenerate) critical 
points of a Morse-Smale vector field, defined 
on the feasible region of nonnegative prices and 
outputs. When at the boundary of this feasible 
region this vector field points inward, it follows 
from the Morse inequalities that there is at least 
one stable equilibrium. When there is a unique, 
nonstable, interior equilibrium, necessarily die 
vector field points outward somewhere along 
the boundary of the feasible region. This raises 
to a stable boundary equilibrium. J. Econ. The- 
ory, Dec. 1986, 40(2), pp. 197-228. University 
of Amsterdam. 

Gaynor, Martin — Misperceptions, Moral Haz- 
ard and Incentives in Groups 
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Recent work lias shown that, in die presence 
of moral hazard, balanced-budget Nash equilib- 
ria in fcroups are not Pareto-optimal. This work 
shows that when agents misperceive the effects 
of their actions on the joint outcome there exists 
a set of sharing rules which balance the budget 
and lead to a Pareto-optimal Nash equilibrium. 
Managerial Dec. Econ., Dec. 1986, 7(4), pp. 
279-82. State University of New York at Bing- 
hamton. 

Hassin, Refael — Consumer Information in 
Markets with Random Product Quality: The 
Case of Queues and Balking 
The author considers a revenue-maxi miring 
server who has the opportunity to suppress in- 
formation on actual queue length, leaving de- 
manders to decide on joining the queue on the 
basis of the known distribution of waiting times. 
The following second best problem is ad- 
dressed: if suppression, but not pricing, can 
be socially controlled, it is socially optimal to 
prevent suppression? It is shown that it may 
be, but is not always, socially optimal to prevent 
suppression, and that it is never optimal to en- 
courage suppression when the revenue maxi- 
mizer prefers to reveal the queue length. 
Econometrica, Sept. 1986, 54(5), pp. 1185-95. 
Tel- Aviv University. 

van den Heuvel, Paul — Nonjoint Production 
and tbe Cost Function: Some Refinements 
R. E. Hall (1973) gives characterizations of 
a nonjoint technology in terms of the technolo- 
gy’s input requirements sets and in terms of 
its cost functions. Hall's theorems are reconsid- 
ered and an improvement is obtained in the 
formulations. It is shown that a restatement is 
needed, especially with respect to the cost func- 
tion theorem, in order to avoid misunderstand- 
ings. Furthermore, a local version of non joint 
production is formulated. J. Econ. (Z. National - 
Ohm). 1966, 46(3), pp. 283-97. Netherlands 
Bonk, Amsterdam. 

Hobbs, Benj a min F. — Mill Pricing versus Spa- 
tial Price Discrimination under Bertrand and 
Cournot Spatial Competition 
Ibis paper asks two questions about spatial 
comp e titi on. First, does spatiol price diaerimi- 

» } i tn f < •> nr ' - ■ * * ‘ w >J ' "e 


than mill pricing? If firms hold the Bertram 
conjecture, the answer is yes for most values 
of fixed cost. But for the Cournot conjecture, 
the opposite is true. Second, does the introduc- 
tion of space into the oligopoly models of Ber- 
trand and Cournot change their results? The 
answer is generally no; however, spatial Ber- 
trand prices exceed marginal cost, unlike their 
spaceless counterparts. These answers are o!>- 
tained using models of spatial competition, o' 
which the Cournot mill pricing models are new. 
J. Ind. Econ., Dec. 1986, 35(2), pp. 173-91. 
Case Western Reserve University. 

Judd, Kenneth L. and Petersen, Bruce C. — 
Dynamic Limit Pricing and Internal Finance 
This paper examines a model of dynamic limit 
pricing with a profit-maximizing fringe con- 
strained to finance new investment from inter- 
nal finance. In a differential game, the dominant 
firm controls price, thereby determining the 
current earnings of the fringe, while the fringe 
chooses its optimal retention ratio. If market 
growth is less than the discount rate, an impor- 
tant feature of the solution is that price must 
eventually drop to the fringe long-run cost o' 
production. If market growth is initially rapid, 
the dominant firm is much more aggressive in 
limiting fringe growth. J. Econ. Theory, Aug. 
1986, 39(2), pp. 368-99. Northwestern Univer- 
sity. 

Kahneman, Daniel; Knetsch, Jack and Thaler, 
Richard — Fairness and the Assumptions of 
Economics 

Public standards of fairness for the liehavior 
of firms were studied and their possible eco- 
nomic consequences are explored. Evidence of 
resistance to unfairness is presented: people are 
willing to incur costs to avoid a transaction in 
which they are treated unfairly.' The existence 
of such attitudes in customer and labor markets 
could provide an incentive for profit-maximiz- 
ing firms to behave in accordance with stan- 
dards of fairness. Survey results indicate that 
it is unfair for firms to exploit an increase in 
their market power, but acceptable for them 
to maintain current profits by raising prices and 
for unprofitable firms to lower wages. Judg- 
ments of fairness ore susceptible to framing ef- 
» i tn t 1 ’ rhw y lib- ' • i Four npnr ■ 
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tions about market phenomena are drawn from 
the rules of fairness. /. Btu., Pt. 2, Oct. 1986, 
59(4), pp. S 285-300. University of British Co- 
lumbia; Simon Fraser University; Cornell Uni- 
versity. 

Kolstad, Charles D. and Wolak, Frank A. — 

Conjectural Variation and the indeterminacy 
of Duopoiistic Equilibria 
The purpose of this article is to investigate 
the basic premise that the various oligopoly 
models result in an unacceptable divergence 
in market equilibria. In the first half of the pa- 
per a theoretical model of a static conjectural 
variation duopoly with symmetric costs is pre- 
sented. Using this model, the authors define 
the coefficient of dispersion of equilibria and 
show that it is solely a function of the Iwsic 
conditions of the market — costs and demand. 
This result is of empirical significance liecause 
it is possible to determine ex ante, from easily 
observable information, the extent to which 
conjectural variation (market conduct) will in- 
fluence market equilibrium. Can. J. Econ.. 
Nov. 1986, 19(4), pp. 656-77. University of Illi- 
nois; Stanford University. 

Kubo, Yuji — Quality Uncertainty and Guaran- 
tee; A Case of Strategic Market Segmentation 
by a Monopolist 

This paper presents a monopoly model with 
product quality uncertainty in which an op- 
tional quality guarantee is used to effectively 
segment the monopolist's potential market and 
price-discriminate among consumers having 
different incomes. The optional guarantee pric- 
ing is seen to dominate pure monopoly pricing, 
either with tied-in guarantee or no guarantee 
in terms of maximum expected profits. In the 
optional guarantee equilibrium, the monopolist 
captures a larger part of this potential market 
by charging a lower price for an unguaranteed 
product and a higher price for a guaranteed 
product, than does either of the pure monopoly 
solutions. Europ. Econ. Rev., Oct. 1986, 30(5), 
pp. 1063-79. University of Tsukuba, Ibarald- 
Ken, Japan. 

la ib a nd , David N. — Stoplight Sales and Side- 
walk Solicitations; Some Simple Economics 
of Forced Consumption 


The so-called "squeegee kids” who wash the 
windshields of motorists stopped by a red light 
in exchange for a "donation” are a recent inno- 
vation in stoplight vendors. The social mores 
of value in exchange for value and desire to 
remove extortion elements motivate motorists 
to pay the youngsters. The welfare and distribu- 
tional effects of stoplight sales as a joint product 
involving provision of a service and extortion 
are examined in this paper. The argument is 
then extended to certain types of charitable ap- 
peals that also employ the value in exchange 
for value mechanism and elements of extortion 
to generate donations in excess of those that 
would l>e realized from a purely charitable ap- 
peal. J. Econ. Bella v. Organ., Dec. 1986, 7(4), 
pp. 403-14. Clemson University. 

Lambert, Richard A. — Executive Effort and 
Selection of Risky Projects 
This article examines the incentives of execu- 
tives to adopt risky projects. The agency prob- 
lem considered is that of motivating the execu- 
tive to expend effort to generate information 
about the profitability of projects and to select 
the “best" project conditional upon the informa- 
tion that his effort generates. The author shows 
that the executive and the principal will not 
always agree regarding which project is best 
Conditions are provided under which this con- 
flict of interest leads (from the principal's per- 
spective) to either an underinvestment or an 
overinvestment in risk)' projects. Rand J. 
Earn., Spring 1986, 17(1), pp. 77-88. Univer- 
sity of Pennsylvania. 

Lau, Lawrence J. and Ma, Barry K. — Choice 
of Technique in a Putty-Clay Model of Pro- 
duction 

The choice of technique with uncertain prices 
is analyzed. Under expected profit maximiza- 
tion (and, hence, risk neutrality) and gumma- 
distributed prices, the optimal technique is 
shown to be the same us that of certainty 
equivalence at Hie means if, and only if. the 
ex ante production function is of the Cobb- 
Douglas form with the parameters determined 
completely by the parameters of the gamma 
distributions. This result provides an example 
of the inconsistency of the certainty equiva- 
lence argument in general even with risk aeo- 
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trality. Eattern Econ. }., July-Sept. 1986, 
IH 3), pp. 321-26. Stanford University; McGill 
University. 

Luton, Richard A. and McAfee, R. Preston — 
Sequential Procurement Auctions 
Two auctions are held in sequence with the 
possibility of learning between the second and 
the first. The buyer optimally chooses to dis- 
criminate against the winner of the first auction 
in the second. The optimal mechanism has a 
discontinuity in the winner’s second hid; this 
strictly dominates a sequence of independent 
sealed bid auctions. /. Public Econ. , Nov. 1986, 
31(2), pp. 181-95. University of Western On- 
tario, London. Ontario. 

Magffl, Michael J. P, and Nermuth, Man- 
fred — On the Qualitative Properties of Fu- 
tures Market Equilibrium 
This paper studies the qualitative properties 
of a model of futures market equilibrium. The 
authors characterize the bias (backwardation or 
contango) in the futures price, the extent to 
which output is hedged by producers, and the 
output that is produced relative to the case of 
no uncertainty. They show that only three cases 
can arise, and give precise conditions under 
which these three cases arise when the number 
of speculators is very large. The conditions in- 
volve die nature of the stochastic dependence 
between the spot price and the random returns 
that speculators earn on markets in the rest of 
the economy./. Econ. (Z. Nationaldkon ). 1986, 
46(3), pp. 233-52. University of Southern Cali- 
fornia; University of Bielefeld, West Germany. 

Malt, King-Tin — On Separability; Functional 
Structure 

C. J. Bliss' notion of non strict separability is 
shown to be the most general, yet practical, 
formulation of separability. This paper extends 
die classic theory of strict separability to non- 
strict separability. W. M. Gorman’s basic theo- 
rem for overlapping strictly separable groups 
of Variables is generalized. With the general- 
ized basic theorem on hand, Gorman’s proce- 
dure for deducing functional structures can be 
e mended far deducing the internal structure 
of g. wider dess of economic systems modeled 
byoontfouoos functions. The generalized basic 


theorem also prepares for the joint characteriza- 
tion of the additively separable and Leontief 
functional forms. J. Econ. Theory, Dec. 1986, 
46(2), pp. 250-82. University of Illinois at Chi- 
cago. 

Malcomson, James M. — Rank-Order Contracts 
for a Principal with Many Agents 
For a principal with many agents, rank-order 
contracts remain incentive compatible even 
when information about agents’ performance is 
known only to the principal because the total 
payment from the principal to all agents taken 
together is independent of the outcome that 
occurs. Under wider conditions than those con- 
sidered previously in the literature, there is 
shown to exist a rank-order-contract equivalent, 
exactly or approximately, to any (nonlinear) 
piece-rate contract. Under those conditions, 
therefore, results that depend on the unen- 
forceability of piece rates under such asym- 
metric information disappear if rank-order con- 
tracts can be used. flee. Econ. Stud. , Oct. 1986, 
53(5), pp. 807-17. University of Southampton. 

Mankiw, N. Gregory and Whinston, Michael 
D. — Free Entry and Social Inefficiency 
Previous articles have noted the possibility 
of socially inefficient levels of entry in markets 
in which firms must incur fixed set-up costs 
upon entry. This article identifies the funda- 
mental and intuitive forces that lie behind these 
entry biases. If an entrant causes incumbent 
firms to reduce output, entry is more desirable 
to the entrant than it is to society. There is 
therefore a tendency toward excessive entry in 
homogeneous product markets. The rules of 
product diversity and the integer constraint on 
the number of firms are also examined. Rond 
J. Econ., Spring 1986, 17(1), pp. 46-58. Har- 
vard University. 

Martin, Robert E. — Quality Choice under La- 
bor-Management 

The theory of quality choice and the profit- 
maximizing firm is rather well developed. The 
theory of quality choice and the labor-managed 
firm remains largely unexplored. The purpose 
of this paper is to develop a quality choice 
model that leads to; (1) comparisons between 
die labor-managed firm and the profit-maximiz- 
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ing firm and (2) the effect of market structure 
per se on the quality choice of the labor-man- 
aged firm./. Compar. Econ., Dec. 1986, 10(4), 
pp. 400-413. Louisiana State University. 

McAfee, R. Preston and McMillan, John — Bid- 
ding for Contracts: A Principal-Agent Analy- 
sis 

This article models the process of bidding 
for government contracts in the presence of 
moral hazard. Several (possible risk-averse) po- 
tential contractors (agents) submit sealed bids, 
on the basis of which the government (principal) 
selects one to perform a task. The optimal linear 
contract is derived. The bidding process in- 
duces the potential agents to reveal their rela- 
tive expected costs. The optimal contract trades 
off giving the chosen agent an incentive to limit 
costs against stimulating bidding competition 
and sharing risks. The optimal contract is never 
cost-plus, may be fixed-price, but is usually an 
incentive contract. Some prescriptions for gov- 
ernment contracting emerge. Rand J. Econ., 
Autumn 1986, 17(3), pp. 326-38. University of 
Western Ontario. 

Michel, Philippe — Dynamique de ('accumula- 
tion de capital en presence dc contraiiites 
de d£lx»uch£s (A Dynamic Analysis of Capital 
Accumulation with Expected Demand Con- 
straints) 

There are different formulations of capital in- 
ertia based on costs of adjustment. The differ- 
ences in the results derive essentially from the 
returns to scale of the revenue function relating 
production and costs. Based on an example, 
the author studies two questions bearing on 
the role of the anticipated constraints: tlie lag 
between the application of a constraint and the 
diminution of investments, and the influence 
of fluctuations in demand on investment deci- 
sions. Ann. Econ. Statist., Apr./June 1986, (2), 
pp. 117-45 (French). University of Paris-1. 

Okuguehi, Kofi — Labor-Managed Bertrand and 
Cournot Oligopolies 

The equilibrium prices for output-adjusting 
labor-managed Cournot oligopoly under prod- 
uct differentiation and those for price-adjusting 
Bertrand oligopoly are compared. The global 
stability condition for the Bertrand equilibrium 


prices ensures that the Cournot equilibrium 
prices are not lower than the Bertrand equilib- 
rium prices. J. Econ. (Z. Nationaldlum.), 1986, 
46(2), pp, 115-22. Tokyo Metropolitan Univer- 
sity. 

Piatt, Charles R. — Rational Choice in Experi- 
mental Markets 

The theory of rational behavior has several 
different uses: (f) it is used at the most funda- 
mental level of experimental methodology to 
induce preferences used as parameters in mod- 
els; (2) it appears repeatedly in experimentally 
successful mathematical models of complex 
phenomena such as speculation, bidding and 
signaling; (3) it is used as a tool to generate ex 
post models of results that are otherwise inex- 
plicable; and (4) it has been used as a tool to 
successfully design new institutions to solve 
specific problems. When tested directly the 
theory can lx* rejected. It is retained because 
neither an alternative theory nor an alternative 
general principle accomplishes so much. J. 
Bus.. Pt. 2, Oct. 1986, 59(4), pp. S30I-27. Cali- 
fornia Institute of Technology. 

Raut, Lakshmi Kanta — Myopic Topologies on 
General Commodity Spaces 
Continuity of preferences imposes behavioral 
restrictions on the preferences such as impa- 
tience or myopia. This paper extends the differ- 
ent notions of myopia due to D. J. Brown and 
L. M. lewis, and their characterization of the 
Mackey topology in terms of myopia, from J, 
to L,. Then this characterization of the Mackey’ 
topology on L* is used to extend Araujo’s theo- 
rem on the necessity of impatience for the exis- 
tence of competitive equilibrium from l r to L*. 
J. Econ. Theory , Aug. 1986, 39(2), pp. 358- 
67. World Bank. 

Russell, Allen M.; Rickard, John A. and How- 

royd, T. D. — The Effects of Delays on the 
Stability and Rate »>f Convergence to Equilib- 
rium of Oligopolies 

The stability of oligopolies is investigated us- 
ing the- Cournot strategy and a general output 
adjustment procedure. Information delays are 
incorporated into the adjustment procedure 
aqd their specific effects upon the dynamic Mr 
bflity of ojgspolies is inv e st igs ted. The stability 
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of equilibrium for discrete models is unaffected- 
by information delays and remoteness of plan- 
ning horizons. For continuous models with de- 
lays, some restraints are required for stability. 
Econ. Rec., June 1966, 62(177), pp. 194-98. 
University of Melbourne; University of Mel- 
bourne; University of New Brunswick, Canada. 

Salud, Yaauhir© — Cournot and Bertrand Equi- 
libria under Imperfect Information 
This paper investigates a duopoly model (un- 
der both die Cournot and the Bertrand behav- 
ioral assumptions) with differentiated products 
under imperfect information that stems from 
uncertainty associated with the (possibly differ- 
ent) demand/cost structures facing the two 
firms. Focus is on assessing the combined force 
of physical and stochastic interactions between 
those firms. It is shown that the shared informa- 
tion structure is generally better than the pri- 
vate information structure for duopolists. Inter- 
mediate cases include the possibility that 
unilateral transmission of information always 
benefits the sender, but might hurt the re- 
ceiver. The findings under the Cournot and 
Bertrand assumptions are then compared. /. 
Econ. (Z. Nationaldkon). 1986 46(3), pp. 213- 
32. University of Tsukuba, Ibaraid, Japan. 

Sengupta, Jati K. — Optimal Monopolistic- 
Strategy under Demand Uncertainty 
The objective of this paper is two-fold: to 
analyze the implications of using inventories 
in the behavioral modes of the monopolistic 
strategy and to derive a dynamic decision rule 
when the monopolist is strictly risk averse and 
there is parametric uncertainty in the demand 
function. J. Econ. (Z. Nationaldkon.), 1986, 
46(2), pp. 101-13. University of California, 
Santa Barbara. 

Simon, Herbert A.- — Rationality in Psychology 
and Economics 

The assumption that actors maximize subjec- 
tive expe c ted utility (economic rationality) sup- 
plies only a small part of the premises in eco- 
nomic reasoning, and that often not the 
essential part. The remainder of the premises 
are a u xi lia ry empirical assumptions about ac- 
taH'Atflitietff beliefs, e x pect at io ns , and the like. 
fchMag tfftape assumptions c om e dy requires 


an empirically founded theory of choice that 
specifies what information decisionmakers use 
and how they actually process it. This behav- 
ioral empirical base is largely lacking in contem- 
porary economic analysis, and supplying it is 
essential for enhancing the explanatory and pre- 
dictive power of economics. J. Bus . , Pt. 2, Oct. 
1986, 59(4), pp. S 209-24. Camegie-Melfon 
University. 

Spulber, Daniel F. — Second-Best Pricing and 
Cooperation 

This article studies pricing for natural monop- 
olies by using a cooperative game of joint pro- 
duction. Outputs are allocated by a price sys- 
tem. The author introduces the concept of the 
second-best core, which is a subset of the set 
of zero-profit, second-best Pareto-optimal 
prices. Prices are such that no group of consum- 
ers subsidizes the purchase of another group. 
The relations among the second-best core and 
sustainability, supportability, and natural mo- 
nopoly are considered. For specific preferences 
and technology, the existence of the second- 
best core is demonstrated. A market mecha- 
nism for franchise allocation, which achieves 
second-best pricing without price regulation, 
is designed. Rand J. Econ., Summer 1986, 
17(2), pp. 239-50. University of Southern Cali- 
fornia. 

Vislie, Jon — Joint Production and Market 
Structure: The Case of Oil and Natural Gas 
This paper is concerned with joint production 
and mixed market structure, where one com- 
modity is traded according to a contract estab- 
lished I >e tween the seller and a buyer, deter- 
mined as a Nash bargaining solution, and the 
other commodity is traded at a world market 
at a given price. Such a model describes the 
market for natural gas in Western Europe, 
which is very much like a bilateral oligopoly. 
Some properties of the gas contract are derived 
and the resourceowner’s optimal oil production, 
given those contract rules, is determined. The 
exogenous oil price plays a crucial role. J. Econ. 
(Z. Nationaldkon.), 1986, 46(2), pp. 163-73. 
University of Oslo. 

Zaira, Jose p h - Investment as a Process of 
Search 
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This paper analyzes optimal capital accumula- 
tion in the face of “structural uncertainty,” in 
which the firm does not fully know its own profit 
function, and it can discover it only through 
further investment. It is shown that under 
structural uncertainty capital accumulation is 
gradual even when adjustment costs are linear 
and not convex. It is further shown that struc- 
tural uncertainty creates an incentive to market 
research. The paper also presents an example 
of structural uncertainty in which an additional 
price uncertainty has a negative effect on invest- 
ment, contrary to the standard models. J. PolU. 
Econ., Feb. 1987, 95(1), pp. 204-10. Hebrew 
University, Jerusalem. 

013 Macroeconomic Theory 
Azariadis, Costas and Guesnerie, Roger — Sun- 
spots and Cycles 

Because sunspot equilibria seem to lie of cen- 
tral importance for an understanding of rational 
expectations, the authors seek to characterize 
completely a limited class of sunspot equilibria 
(stationary ones with two possible natural 
events) in the simplest overlapping generations 
model of production. They present a sufficient 
condition for the existence of stationary sunspot 
equilibria, examine how these are related to 
strictly periodic equilibria of the same order, 
and investigate how deterministic stationary 
equilibria bifurcate to stationary sunspot equi- 
libria. Rev. Econ. Stud., Oct. 1986, 53(5), pp. 
725-37. University of Pennsylvania; EHESS 
and ENPC, Paris. 

Blinder, Alan S. — Keynes after Lucas 

This paper argues that intellectual resources 
in macroeconomics have been misallocated dur- 
ing the past ten to fifteen years. The Keynesian 
consensus, as it existed in the United States 
around 1972, is contrasted with the new classi- 
cal approach. It is argued that, except in a few 
respects (e.g., more serious modeling of expec- 
tations), the latter is not an obvious improve- 
ment over the former. It is further argued that 
the parts of the Keynesian model that were 
questioned least by new classical critics (e.g.. 
the LM curve) may be the weakest links in the 
chain. Hence there remains an important 
Keynesian research agenda. Eastern Econ. J., 
July-Sept. 1966, 19(3), pp. 209-16. Princeton 
University. 


Cukferman, Alex and Meitzer, 'Allan H. — A 
Theory of Ambiguity, Credibility, and Infla- 
tion under Discretion and Asymmetric Infor- 
mation 

The paper develops a positive theory of credi- 
bility, ambiguity, and inflation under discretion 
and asymmetric information. The monetary pol- 
icymaker maximizes his own, politically moti- 
vated, objective function. The importance he 
assigns to objectives shifts stochastically 
through time. These shifts give rise to asymme- 
tries in information. Expectations are rational, 
but information is imperfect because control 
procedures are imprecise. The public becomes 
aware of persistent changes in policymaker's 
objectives gradually. Credibility is defined in 
terms of the speed with which the public learns 
alxmt policy changes. Ambiguous control pro- 
cedures are shown to Itenefit the policymaker 
who wants to stimulate. Econometrica, Sept. 
1986, 54(5), pp. 1099-1128. Tel-Aviv Univer- 
sity; Camegie-Mellon University. 

Davidson, Paul— The Simple Macroeconomics 
of a Nonergodic Monetary Economy versus 
a Share Economy: Is Weitzman’s Macroeco- 
nomics Too Simple? 

L. Weitzman’s share economy model 
achieves full employment as a result of his as- 
sumptions of the perishability of all goods plus 
an intemporal Say’s Law, rather than his analy- 
sis. Without an investment sector, only govern- 
ment spending is autonomous and, hence, the 
sole source of instability. Finally, assuming the 
capital-labor ratio was initially greater than 
zero, Weitzman’s analysis of a conversion of a 
money wage system to a share system requires 
employers to reduce the capital labor ratio to 
zero, thereby reducing the productivity of labor 
and its real wage toward zero. J. Post Keynesian 
Econ., Winter 1986-87, 9(2), pp. 212-25. Uni- 
versity of Tennessee, Knoxville. 

Dutt, Amitava Krishna — Wage Rigidity and 
Unemployment: The Simple Diagram mattes 
of Two Views 

There are two main views regarding the rela- 
tion between involuntary un e mp lo y ment and 
wage rigidity. The mainstream view is that un- 
employment is caused by wage rigidity and the 
dissident view is that unemployment would tat- 
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crease with reduced wage rigidity, and wage 
rigidity may in fact be the response to unem- 
ployment, This paper provides a simple com- 
parison of the two views employing the com- 
monly used diagrammatic tools of aggregate 
demand and supply curves. J. Pott Keynesian 
Earn.. Winter 1986-87, 9(2), pp. 279-90. Flor- 
id* Internationa} University, Miami. 

Fuuri, Steven M. and Mott, Tracy L. — The 

Investment Theories of Kaledd and Keynes: 

An Empirical Study of Firm Data, 1970- 

1682 

This paper estimates an investment model 
based cm the work of Michal Kalecla and John 
Maynard Keynes using a large sample of U.S. 
manufacturing firm data. The theory empha- 
sizes the level of expected sales relative to exist- 
ing capacity and the ability of firms to generate 
internal and external financing as determinants 
of investment. Sales, internal cash flow, and 
interest expense variables perform well in the 
estimated equation. The results strongly indi- 
cate an effect of financial variables on invest- 
ment that is independent from the conventional 
sales or output effects. J. Post Keynesian Econ. , 
Winter 1986-87, 9(2), pp. 171-87. Washington 
University, St. Louis; University of Colorado, 
Boulder. 

Geanakoplos, J. D. and Polemarchakis, H. M. 

— Walrasian Indeterminacy and Keynesian 

Macroeconomics 

Overlapping generations models with or 
without production or a portfolio demand for 
money display a fundamental indeterminacy. 
Expectation* matter, and are not, in the short 
run, constrained by the hypotheses of agent 
|g)ttmizatiqn, rational expectations, and market 
clearing. In this framework of perfect foresight 
and market clearing prices, it is possible to 
moke Keynesian assumptions about the rigidity 
of money wages and the exogeneity of “animal 
spirits” of investors and to derive Keynesian 
conclusion* about the short-run effective- 
ness of policy. Alternatively, starting from dif- 
ferent but no less rational expectations, one 
can derive the “new classical” neutrality prop- 
ositions. Bee. Econ. Sind,, Oct. 1086, 33(5), 
pp. 7SS-T9> Ysde University; Columbia Univer- 
sity.? 


Guesnerie, Roger — Stationary Sunspot Equi- 
libria in an N Commodity World 
This article considers one-step forward look- 
ing economic systems, whose dynamics are 
governed by nonlinear relationships between 
prices today and prices tomorrow. Attention 
is focused on a category of rational expectations 
equilibria, stationary sunspot equilibria correla- 
ted with a 2-states exogenous Markov process 
(2-SSE). Theorem 1 provides a sufficient exis- 
tence condition only involving the characteris- 
tics of the deterministic stationary equilibrium 
(DTS). Theorem 2 exhibits connections be- 
tween multiple deterministic equilibria and 
semitriviai SSE. Theorems 3-4 show that 2- 
SSE close to the DTS have characteristics relat- 
ing to those of the stable manifold of the deter- 
ministic system. J. Econ. Theory , Oct. 1986, 
40(1), 103-27. Centre d’Economie Quantitative 
et Comparative, EHESS, Paris. 

Hargreaves Heap, Shaun P. — Bisk and Cul- 
ture: A Missing Link in the Post Keynesian 
Tradition 

Power and uncertainty are two central and 
distinguishing concepts in post-Keynesian eco- 
nomic analysis. A recent book by Mary Douglas 
and Aaron Wildavsky links these two concepts 
in new and interesting ways. This paper 
sketches and amends these proposed links, and 
suggests bow they might contribute to the de- 
velopment of the post-Keynesian tradition. The 
principal, general contribution is that uncer- 
tainty is no longer regarded as some indepen- 
dent source of social explanation. Instead, un- 
certainty becomes a condition that expands the 
domain of influence of the power relations in 
a society, as reflected in its choice of institu- 
tions. J. Post Keynesian Econ., Winter 1986- 
87, 9(2), pp. 267-78. University of East Anglia, 
Norwich, England. 

HeQiweD, John F. — Supply-Side Macro- Eco- 
nomics 

This paper tests new classical and Keynesian 
theories of output within an encompassing 
model in which producers choose foe utilization 
rate for employed inputs. Data for Canada, the 
United States, and several other major indus- 
trial countries reject the Keynesian, new classi- 
cal, and unstructured VAR models in favor of 
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tbe highly structured factor utilization model. 
Can. J. Econ., Nov. 1986, 19(4), pp. 597-625. 
University of British Columbia. 

Hercowitz, Zvi — The Real Interest Rate and 

Aggregate Supply 

This paper analyzes the effects of the antici- 
pated real interest rate on aggregate supply vari- 
ables, in a model where time-to-produce and 
variable capital utilization play a crucial role. 
The potential importance of the present mecha- 
nism for business cycle theory lies in its ability 
to generate positive co-movements of employ- 
ment, capital utilization, lalxjr productivity, 
output, and investment. These variables are 
predicted to l>e affected negatively by the real 
interest rate. Reduced forms for output and em- 
ployment are derived and tested with Canadian 
data, taking estimates of the real interest rate 
prevailing in the United States as the relevant 
exogenous price. /. Monet. Econ., Sept. 1986, 
18(2), pp. 121-45. Tel-Aviv University and 
University of Western Ontario, London, On- 
tario. 

Howitt, Peter — The Keynesian Recovery 

Although modem macroeconomic analysis 
has almost immortalized Keynes’s IS-LM 
framework, it has largely ignored the central 
message of the General Theory. This is attribut- 
able at least in part to Keynes’s failure to pro- 
vide a clear conception of market organization 
as an alternative to the Walrasian auction para- 
digm. Recent developments, however, in the 
theory of search and transaction externalities 
may ultimately provide that missing concep- 
tion. Also, work on indeterminacy in rational 
expectations models may direct the profession’s 
attention away from wage stickiness and Irack 
toward the intertemporal coordination prob- 
lems that Keynes saw as lying at the root of 
unemployment. Can. J. Econ.. Nov. 1986, 
19(4), pp. 626-41. University of Western On- 
tario. 

Howitt, Peter — Wage Flexibility and Employ- 
ment 

Keynes’s General Theory contains two propo- 
sitions concerning wages and employment. 
First, wage reductions reduce employment. 
Second, increased wage flexibility makes em- 
ployment more variable. This paper examines 


both propositions in a rational expectations 
macro model. The first proposition is valid un- 
der the conditions postulated by Keynes. The 
second tends to be confirmed because of an 
expectations multiplier that makes employment 
more responsive to demand or wage shocks the 
more flexible are wages. Specifically, an in- 
crease in employment causes wages to 1>egin 
rising; the anticipation of that rise causes a sec- 
ondary increase in aggregate demand and em- 
ployment. Eastern Econ. J., July-Sept. 1986, 
12(3), pp. 237—42. University of Western On- 
tario. 

van de Klundert, Theo C. and Peters, Peter 

J. — Tax Incidence in a Model with Perfect 

Foresight of Agents and Rationing in Mar- 
kets. 

This paper examines tbe incidence of several 
taxes in a macroeconomic model. Producers and 
consumers optimize with perfect foresight. 
Price inertia leads to rationing in the market 
for goods and for ialior. In the long run. the 
system tends toward Walrasian equilibrium. 
Meanwhile, there may lx* a Keynesian unem- 
ployment, classical unemployment or repressed 
inflation, with possible switches of regimes. 
Balanced budget policies are analyzed by work- 
ing through numerical examples. J. Public 
Econ.. June 1986, 30(1), pp. 37-59. Tilburg 
University, the Netherlands; Nijmegen Univer- 
sity, the Netherlands. 

Miron, Jeffrey A. — Seasonal Fluctuations and 

the Life Cycle-Permanent Income Model of 

Consumption 

This paper examines a new possible explana- 
tion for the recent rejections of the life cycle- 
permanent income model of consumption: the 
treatment of seasonal fluctuations. The paper 
shows that yhen the seasonal fluctuations in 
consumption purchases are included in an anal- 
ysis of the life cycle- permanent income model, 
there is no evidence in the aggregate data 
against the model. The estimates of the parame- 
ters of agents’ utility functions obtained with 
seasonally unadjusted data are plausible, and 
the unadjusted data do not reject tbe overiden- 
tifying restrictions on the model. J. Polit. Earn., 
Dec. 1986, 94(6), pp. 1258-79. University of 
Michigan. 
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NnwBimi, WtlKaia Can the Share Economy 

Cure Our Macroeconomic Woes? Probably 

Not 

Hilt paper investigates the question of 
whether a share economy would lead to “excess 
demand for labor,” that is, to a tih toward 
higher vacancies and lower unemployment than 
those of a wage economy. It argues that a key 
theorem in Martin Weitzman’s argument rests 
on a dubious assumption about labor supply 
behavior. Once more conventional labor supply 
assumptions are introduced, the share economy 
tends to behave much like a wage economy 
and many of the more striking claims for the 
share economy seem unjustified. /. Compar. 
Ec on., Dec. 1986, 10(4), pp. 446-53. Yale Uni- 
versity. 

Babin, Alan and Keilany, Ziad — A Note on the 

Incompatibility of the Pigou Effect and a Li- 
quidity Trap 

■ This article demonstrates that a serious incon- 
sistency exists in the literature regarding the 
discussion of the liquidity trap and the Pigou 
effect. More specifically, the macro literature, 
as well as most textbooks, first assumes that 
the economy Is in a liquidity trap and then 
stipulates that the Pigou effect could “rescue” 
the economy by increasing the demand for com- 
modities, and, therefore, real income. How- 
ever, tf the economy were truly in a liquidity 
trap, as assumed in the literature, then a Pigou 
effect could not occur. For the liquidity trap 
precludes the presence of such an effect. }■ Post 
Keynesian Econ., Winter 1986-87, 9(2), pp. 
291-96. University of Tennessee. 

Rothschild, Kurt W. — Is There a Weitzman 

Miracle? 

M. L. Weitzman has put forward a model 
of an economy in which the wage system is 
replaced by a system of profit sharing agree- 
ments. It is claimed that the unemployment 
problems dirt arise as a consequence of wage 
rigidity would disappear In a share economy 
even when the same rigidity hi labor contract 
p ar ameter s is assumed. The finrt part of this 
paper s ummarizes Weitzmadfs ideas, fen the 
second bis ideas are crtttdbedari dMsoreti- 
Cal Slid practical grounds. In pirttador, Weitz- 
man tabes too narrow a view of Keynesian 


unemployment, neglects the importance of 
certainty in pay levels, and overlooks the insti- 
tutional problems of profit sharing arrange- 
ments. J. Post Keynesian Econ. , Winter 1986- 
87, 9(2), pp. 198-211. University of Linz, Aus- 
tria. 

Shapiro, Matthew — Capital and Saving in a 
Share Economy 

Martin Weitzman is correct in his claim that, 
in long-run equilibrium, the capital stock will 
be identical in wage and share systems. But a 
corollary of Weitzman’s excess demand for labor 
in the short run is that the firm is holding too 
much capital at any given moment. The reduc- 
tion in demand for capital goods following a 
shock might create a new channel for the accel- 
erator. A share system also exposes workers 
to increased capital risk. J. Compar. Econ., 
Dec. 1986, 10(4), pp. 444 - 4 7. Yale University. 

Soksw, Robert M. — What Is a Nice Girl Like 
You Doing in a Place Like This? Macroeco- 
nomics after Fifty Years 
This essay compares the state of macroeco- 
nomic theory at the origin with its condition 
today. It dates the !>eginning of macrotheory 
from the publication of the General Theory in 
1936 and looks at the original state of macroeco- 
nomics through the lens of Pigou's Employment 
and E(futiibrium. published four years later as 
a direct response to Keynes. Hie models under- 
lying those two books are much more like each 
other than either is like the dominant macro- 
theory of today. Hie difference is traced to the 
diversion of the (reasonable) demand for micro- 
foundations into the (foiled) attempt to con- 
struct macrotheory on a Walrasian basis. East- 
ern Econ. July-Sept. 1986, 12(3), pp. 191- 
98. Massachusetts Institute of Technology. 

Zabei, Edward — Price Smoothing, Inventory 
and Random Output 

This paper considers a multi-period, random 
demand, random output model to examine 
properties of price flexibility. A major outcome 
is to distinguish transient and ergodic states of 
Hie system. In stationary conditions when ad- 
justments with respect to an initial position are 
complete, prices lie within the control bounds 
of an ergodic set, the price bounds are sensitive 
to oust parameters and p ro perties of probability 
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distributions, and price changes smooth varia- 
tions in inventory caused by demand fluctua- 
tions. Considering price responses to changes 
in 9>e demand structure, however, it may ap- 
pear that the system responds more quickly 
to decreases in demand than to increases in 
demand. Eastern Earn. /., July-Sept 1986, 
12(3), pp. 313-20. University of Florida. 

Mi Welfare Theory 

Maital, Shlomo — Prometheus Rebound: On 
Welfare-Improving Constraints 
Every microeconomic decision prdblem can 
be framed as die maximization of a function 
subject to constraints. In the language of mathe- 
matics, constraints are regarded as welfare-im- 
pairing. In reality, people willingly constrain 
their own choices in ingenious ways, and appear 
better off for doing so. This paper argues that 
some constraints are welfare-improving. Re- 
sults from experimental and social psychology 
supporting this idea are cited. Ways of model- 
ing welfare-improving constraints are explored, 
and credit constraints are discussed as an illus- 
tration. Eastern Econ. /., July-Sept. 1986, 
12(3), pp. 327-44. Technion Israel Institute of 
Technology, Haifa. 

025 Social Choice 

Stoiz, Peter — Parteienwettbewerb, politisches 
Kartell und Tausch zwischen soziookonomis- 
chen Gruppen. (Party Competition, Political 
Cartel and Exchange between Socio-eco- 
nomic Groups) 

Party competition forms an important ele- 
ment of the economic theory of politics. Indeed, 
the author replaces the usual assumption of vote 
maximization with the seat-maximizing princi- 
ple. Generally, the competition model can be 
applied to politics only if due carefulness is 
observed. Frontiers between differently orga- 
nized governments may also imply limits to the 
transfer of this model. The Swiss Confederation 
is better characterized by the alternative model 
of a political cartel. Finally, while the competi- 
tive model isn't suited for each epoch, the his- 
tory of a Swiss canton shows the exchange 
model to be comparatively unaffected by insti- 
tutional change. Schweiz. Z. Volkswirtsch. Sta- 
tist., Dec. 1966, 122(4), pp. 657-75 (German). 
Bettingen, Switzerland. 


0*6 Eco n omic s of Uncertainty and Information* 
Gome Theory and Barg a inin g Theory 

Bernbeim, B. Douglas and Ray, Debraj — On 
the Existence of Markov-Consistent Plan s un- 
der Production Uncertainty 
R. Strotz (1956) and R. Poliak (1968) were 
arrfong die first to study the behavior of an eco- 
nomic agent whose preferences change over 
time. They suggested that such an agent would 
choose a “consistent plan.” A Markov-consis- 
tent plan has a particularly simple structure: 
current decisions are independent of past deci- 
sions, except insofar as past decisions affect the 
current values of state variables. Unfortunately, 
Markov-consistent plans do not generally exist. 
In this paper, the authors demonstrate that the 
existence problem disappears for finite horizon 
problems when one introduces even a small 
amount of smooth uncertainty into production. 
Rev. Econ. Stud., Oct. 1986, 53(5), pp. 877- 
82. Stanford University and National Bureau 
of Economic Research; Stanford University. 

Binmore, Ken; Rubinstein, Ariel and Wolin- 
sky, Asher — The Nash Bargaining Solution 
in Economic Modelling 
This article establishes the relationship be- 
tween the static axiomatic theory ofbargaining 
and the sequential strategic approach to bar- 
gaining. The authors consider two strategic 
models of alternating offers. The models differ 
in the source of the incentive of the bargaining 
parties to reach agreement: the bargainers’ time 
preference and the risk of breakdown of negoti- 
ation. Each of die models has a unique perfect 
equilibrium. When the motivation to reach 
agreement is made negligible, in each model 
the unique perfect equilibrium outcome ap- 
proaches the Nash bargaining solution with util- 
ities that reflect the incentive to settle and with 
the proper disagreement point chosen. The re- 
sults provide a guide for the application of the 
Nash bargaining solution in economic model- 
ing. RandJ. Econ., Summer 1986, 17(2), pp. 
176-88. London School of Economics; Hebrew 
University; Hebrew University. 

Bray, Margaret M. and Savin, Nathan E. — 

Rational Expectations Equilibr ia, Learning, 
and Model Specification 
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In the rational expectations equilibrium of 
the generalized linear cobweb model the ex* 
pected price is a linear function of an observable 
variable. In this paper it is assumed that agents 
do not know the parameter of this function and 
estimate it by Bayesian regression. The regres- 
sion equation is misspecified outside rational 
expectations equilibrium because agents fail to 
take account of forecast feedback. Nevertheless, 
provided supply and demand curves intersect 
in the usual way, expectations are asymptoti- 
cally rational. Rates of convergence and diver- 
gence and the results of standard tests for model 
misspecification are studied by computer simu- 
lation. Econometrica, Sept. 1986, 54(5), pp. 
1129-60. University of Cambridge; University 
of Iowa. 

Eisen, Roland — Wettbewerb und Regulieniug 
in der Versicherung: Die Rolle asymmetri- 
scher Information (Competition and Regu- 
lation in Insurance: The Role of Asymmetrical 
Information) 

In insurance, regulation attempts to achieve 
two goals: (1) guaranty of continual fulfillment 
of commitments and (2) equal access to or im- 
proved availability of insurance. While the first 
can be secured by solvency regulation, the sec- 
ond can be attained by premium regulation, 
compulsory or social insurance. A simple model 
of a competitive insurance market with asym- 
metrical information is developed to show that 
a Nash— Cournot equilibrium may not exist. 
There are, however, Wilson-reaction equilibria 
with transfers from good to bad risks. Some 
qualitative characteristics of these equilibria are 
analyzed, and it is shown that regulation may 
lead to welfare improvements. Schweiz. Z. 
Volkswirtsch. Statist.. Sept. 1986, 122(3), pp. 
339-58 (German). Johann-Wolfgang-Goethe 
University, Frankfurt. 

Forges, Fran$oise M. — An Approach to Com- 
munication Equilibria 

. The, Nash equilibrium concept may lie ex- 
tended gradually when the rules of the game 
are interpreted in a wider and wider sense, so 
gc to allow preplay or even tatraplay communi- 
cation. A well known extension of the Nash 
equilibrium in Aumann’s correlated equilib- 
rium, which depends only on the normal form 


of the game. Two other solution concepts for 
multistage games are proposed here: the exten- 
sive-form correlated equilibrium and the com- 
munication equilibrium. The author shows that 
the set of payoffs associated with each solution 
concept has a canonical representation and is 
a convex polyhedron. Econometrica, Nov. 
1986, 54(6), pp. 1375-85. CORE, Louvain, Bel- 
gium. 

Hedwig, Martin — Risikoallokation in einein 
Marktsystem (The Allocation of Risks in the 
Markets) 

For an economy under uncertainty, the fun- 
damental theorems of welfare economics — and 
hence the principle of faissc/.-faire — are valid 
if, and only if, markets are complete. However, 
information asymmetries and control problems 
usually preclude the completeness of the mar- 
ket system. The paper discusses the conse- 
quences of this observation for: (1) the role of 
capital markets institutions such as hanks in the 
allocation of investment funds and (2) the role 
of economic policy for the allocation of risk in 
the murkets. Schweiz. Z. Volkswirtsch. Statist. , 
Sept. 1986, 122(3), pp. 231-51 (German). Uni- 
versity of Bonn. 

Kohlberg, Elon, and Mertens, Jean- Fran- 
cois — On the Strategic Stability of Equilibria 
A basic problem in the theory of noncuopera- 
tive games is the following: which Nash equilib- 
ria are strategically stable, i.e., self-enforcing, 
and does every game have a strategically stable 
equilibrium? The authors list three conditions 
that seein necessary for strategic stability — 
I backward induction, iterated dominance, and 
invariance — and define a set-valued equilil>- 
rium concept that satisfies all three of them. 
It is proved that every game has at least one 
such equilibrium set. Also, it is shown that the 
departure from the usuul notion of single- 
valued equilibrium is relatively minor, liecause 
the sets reduce to points in all generic games. 
Econometrica, Sept. 1986, 54(5), pp. 1003-37. 
Harvard University; CORE and Catholic Uni- 
versity of Louvain. 

Konakayama, Akira; Mitsui, Tolhihide and 
Watanabe, Shinichi — Efficient Contracting 
with Reliance and a Damage Measure 
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Tli is article reexamines the problem of breach 
of contract studied by S. Shaveli (1980, 1984) 
and W. P. Kogerson (1984) by considering ex- 
plicitly the incentive problems that arise from 
asymmetric information and transaction-spe- 
cific investment. Tile authors derive the opti- 
mal contract, which consists of variable price 
and damage payment scheules, each of which 
is set before any private information is ob- 
served. It is shown that the optimal contract 
uttains foil classical efficiency. Rarul J. Econ., 
Autumn 1986, 17(3), pp. 450-57. Tokai Univer- 
sity; University of Kansas; University of Kansas. 

Middleton, Elliott — Some Testable Implica- 
tions of a Preference for Subjective Novelty 
A model of the response to subjective novelty 
represented by the Wundt curve was first infor- 
mally introduced to economics by Tifxir Scitov- 
sky in 1976. Utility depends on how “new" an 
event is in the subject’s experience: highly 
novel events cause anxiety; moderately novel 
events are pleasurable; entirely familiar events 
are boring. The article operationalizes “subjec- 
tive novelty" for problems where it can mean- 
ingfully l*e described statistically, using infor- 
mation theory. A distinction is drawn between 
“informational" utility, dependent on experien- 
tial context; and “physical" utility as in the stan- 
dard model. A successful empirical test is per- 
formed using a measure of consumer sentiment. 
Kyklos 1986, 39(3), pp. 397—418. Temple Uni- 
versity. 

Saari, Donald G. and Williams, Steven R. — 
On the Local Convergence of Economic 
Mechanisms 

For certain informationally decentralized 
economic models, it is known that the associ- 
ated dynamical process need not be locally sta- 
ble. In this paper, the causes of the conflict 
between the local stability of the process and 
the decentralization -of information are identi- 
fied. This motivates a resolution for this prob- 
lem. Hie method describes how approximate, 
local information about the economy can be 
used to modify a decentralized, dynamical pro- 
cedure to achieve local stability. Explicit 
procedures are given for constructing the de- 
centralized systems with which Hie agents 
communicate this approximate information. As 


an illustration, this approach provides a partial 
response to the Well known convergence prob- 
lems with the tdtonnement model. J. Econ. 
Theory, Oct. 1986, 40(1), pp. 152-67. North- 
western University. 

Sutton, John — Non-Cooperative Bargaining 
Theory: An Introduction 
The paper provides an introduction to the 
recent literature on "noncooperative" or “se- 
quential" lairgaining models. It focuses on the 
relationship between the new approach and the 
traditional axiomatic approach exemplified by 
“Nash Iwrgaining theory.” It illustrates the new 
insights offered by the noncooperative ap- 
proach, by reference to a detailed analysis of 
the manner in which the presence of an outside 
option available to one of the parties will affect 
the- negotiated tttitcome. Finally, the difficulties 
that arise in extending this analysis to two-per- 
son bargaining with incomplete information, 
mid to n-person liargaining. are discussed. Rev. 
Econ. Stud. . Oct. 1986, 53(5), pp. 709-24. Lon- 
don School of Economics. 

Tversky, Amos and Kahneman, Daniel — Ra- 
tional Choice and the Framing of Decisions 
The rational model of expected utility theory 
is commonly used as a descriptive theory of 
choice. Its descriptive validity has been chal- 
lenged by counterexamples, notably the well 
known Ailais and Ellsherg problems. The chal- 
lenges have evoked attempts at reconciliation. 
Several normative theories have lieen pro- 
posed, which weaken the rules of rationality 
to accommodate olwerved choice behavior. 
These approaches fail when applied to viola- 
tions of the rules of invariance and dominance, 
which arc normatively essential but descrip- 
tively invalid. Framing effects that induce viola- 
tions of invariance and dominance are de- 
scrilied. J. Bus., Pt. 2, Oct. 1986, 59(4). pp. 
S251-78. Stanford University; University of 
British Columbia. 

027 Economics of Centrally Planned Economies 
Ickes, Barry W. — On the Economics of Taut 
Plans 

Targets issued to enterprises in centrally 
planned economies are frequently taut. The lit- 
erature on tautness has neglected the aggreg ate 
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effects of taut plans. Since the outputs of some 
enterprises are inputs to others, taut plans allow 
lor more intensive use of available resources, 
but coordination of taut plans is made difficult 
by incomplete information alwut the capacity 
constraints of various enterprises. The author 
derives an aggregate relationship between the 
tautness of plans and total output. J. Comptir. 
Econ., Dec. 1986, J0( 4), pp. 388-99. Pennsyl- 
vania State University. 

030 History of Economic Thought; 

MtEniODoiocY ' 

031 History of Economic Thought 

Angresano, James — Cunnar Myrdal as a Social 

Economist 

Based upon the suggested criteria for identi- 
fying a social economist, Cunnar Myrdal seems 
to merit consideration as a memlier of this ap- 
proach to economics. Practitioners of social eco- 
nomics are willing to: contribute toward estab- 
lishing social goals for their society; adopt an 
interdisciplinary approach to economic issues; 
attempt to measure and explain existing social 
values; emphasize an inductive approach to so- 
cial science; strive to convert economics into 
political economy; and accept the task of making 
recommendations for reform and policy. In ad- 
dition to conforming to the social economist 
approach, Myrdal should lie recognized as a 
social reformer actively proposing and imple- 
menting policy. Rev. Soc. Econ., Oct. 1986, 
44(2), pp. 146-58. Hampden-Sydney College, 
Virginia. 

Ashton, Thomas Southdiffe — Recollections of 
Four British Economic Historians 
This is the text of a lecture given at the Uni- 
versity of Exeter in 1966 in which the late Pro- 
fessor Ashton recounted his memories of his 
relationship with four distinguished British 
economic historians of a past generation — Sir 
William Ashley, professor at Birmingham, 
George Unwin, professor at Manchester, John 
L. Hammond, journalist, and R. H. Tawney, 
professor at the London School of Economics. 
Arguing that British economic history owed 
much to scholars who bad come from Manches- 
ter and its immediate environs, Ashton noted 
that two of bis subjects, Ashley and Unwin, 
were Mancunians while the other two, Ham- 


mond and Tawney, spent a good deal of their 
working lives in Manchester. The article pro- 
vides a lively and at times amusing account of 
these four influential men. Banco Naz. Lavoro 
Quart. Rev., Sept. 1986, (158), pp. 337-52. 

Buchanan, James M. — Better than Plowing 
Tills intellectual autobiography traces the de- 
velopment of the central ideas associated with 
James M. Buchanan's work, and identifies the 
influences that contributed to this develop- 
ment. Particular emphasis is placed on the in- 
fluence of Frank Knight and Knut Wicksell and 
on the early exposure to the Italian literature 
in public finance theory. Banco Naz. Lavoro 
Quart. Rev., Dee. 1986, (150), pp. .359-375. 
George Mason University. 

Elliott, John E. — (hi the Possibility of Marx’s 
Moral Critique of Capitalism 
This paper assesses, und rejects, the claim 
that Marx did not. or could not, have a moral 
critique of capitalism because such a critique 
does not, or would not, cohere with the rest 
of his economic theory and social science. Four 
main themes are examined: (1) the view of an 
antinomy between fact and value versus Marx’s 
view of their interaction; (2) Marx’s sociohistori- 
cal perspective; (3) Marx’s metaethicol ideas on 
the origins of rights versus his evaluative cri- 
tique; and (4) “moral theory” versus "moral cri- 
tique” in Marx’s study of capitalism. Rev. Soc. 
Econ., Oct. 1986, 44(2), pp. 136-45. University 
of Southern California, Los Angeles. 

Fatten, Robert, Jr. — Hegel and the Riddle of 
Poverty; The Limits of Bourgeois Political 
Economy 

This article argues that G. W. F. Hegel’s 
analysis of civil society demonstrated a clear 
awareness of the antinomies of wealth and pov- 
erty generated by capitalism. Hegel was there- 
fore neither an apologist for nor an ideologist 
of the emerging capitalist order. He foiled, how- 
ever, to solve these antinomies of wealth and 
poverty because he was a bourgeois political 
economist. His -analysis did not go beyond the 
confining limits of capitalism and consequently 
his philosophy lost its critical and dialectical 
substance. The article also contends that He- 
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gel's theory of die state in neither totalitarian 
nor democratic, but rather a call for the concen- 
trated power of the propertied classes in an 
age when capitalist civilization had yet to estab- 
lish its full hegemony. Hist. Polit. Econ. , Win- 
ter 1986, 18(4), pp. 579-600, University of Vir- 
ginia. 

Leathers, Charles C. — Bellamy and Veblen’s 

"Christian Morals” 

This paper suggests that Thorstein Vehlen’s 
concept of “Christian morals” may have l>een 
inspired by the treatment of religion in Edward 
Bellamy's utopian novels. Differences do exist 
between Veblen’s and Bellamy’s views on the 
spiritual aspects of religion. But in sociological 
terms, Veblen’s vision of a natural Christianity 
of brotherly love suggests Bellamy’s "religion 
of solidarity” modified to comport with Veblen’s 
instinct theory. J. Econ. Issues. Dec. 1986, 
20(4). pp. 1107-19. University of Alabama. 

Maes, Ivo — Did the Keynesian Revolution Re- 
tard the Development of Portfolio Theory? 

The claim is advanced that John Hicks's arti- 
cle ”A Suggestion for Simplifying the Theory 
of Money,” published in Economica (February 
1935), can l»e considered as a prefiguration of 
modem macroeconomic portfolio theory. But 
James Tobin’s main contributions date from the 
mid 1950s onward. How to explain this twenty 
year gap in the development of portfolio theory? 
With the rise of the Keynesian revolution, at- 
tention became concentrated on the real sector 
of the economy. The financial and monetary 
sector did not receive so much attention any 
more. This is illustrated by a short history of 
the development of Hicks's thinking on macro- 
economic and monetary theory from the mid- 
1930s till the 1950s. Banco Has. Lavoro Quart. 
Rev . , Dec. 1986, (159), pp. 407-21. National 
Bank of Belgium, Brussels. 

McFarland, Floyd B. — Clarence Ayres and His 

Gospel of Technology 

Clarence Ayres purported to be a follower 
of Thorstein Veblen, but his central ideas are 
antithetical to Veblen’s. Veblen saw institutions 
as a connector between sufficient reason and 
efficient cause and was neither totally Material- 
ist nor Idealist. Ayres was "completely material- 


ist," a technological determinist, and wrote an 
article entitled “The Gospel of Technology.” 
Technology was all productive factors, institu- 
tions were only inhibitors of production. This 
nonfalsifiable tautology assigned Institutional- 
ists the passive role of suggesting marginal insti- 
tutional changes. Regarding technology as de- 
terminative of social change, Ayres was neither 
radical nor actively reformist, merely an oi>- 
xerver of inexorable progress. Hist. Polit. 
Econ., Winter 1986, 18(4), pp. 617-37. Oregon 
State University. 

Moss, Laurence S. and Vaughn, Karen L — 

Hayek's Ricardo Effect: A Second Look 

This article examines a long-standing contro- 
versy in economic thought: the debate over 
Friedrich A. Hayek’s Ricardo Effect. The au- 
thors conclude that when defending the thesis 
that government-managed booms (nearly al- 
ways) end in crisis. Hayek explored a novel 
methodological approach. Much was made of 
the logical consistency uf Hayek's mechanism 
when examined through the lens of comparative 
statics. Hayek insisted on a market process ac- 
count of the transition hetween equilibria and 
this was not understood. The Keynesian em- 
phasis on lulancing flows of expenditure at al- 
ternative levels of income did little to encourage 
interest in Hayek's approach. Hist. Polit. Econ., 
Winter 1986. 1 8(4), pp. 545-65. Babson Col- 
lege; George Mason University. 

Negbhi, Takashi — -Thornton’s Criticism of 

Equilibrium Theory and Mill 

Why J. S. Mill, who recanted wages fond 
doctrine in his review (1869) of William T. 
Thornton’s On Labour (1869), did not change 
his previous view in his 1871 edition of Princi - 
fAes is partly explained by the fact that Mill 
interpreted Thornton’s example of fish auctions 
wrongly that the equilibrium is not unique. Ad- 
mitting the possibility of the similar indetermi- 
nacy in labor market. Mill recanted the doc- 
trine. Thornton pointed out in 1970, however, 
that the equilibrium is unique but exchange 
transactions are carried out at disequilibrium. 
It was impossible, then, for Mill to follow 
Thornton to repudiate the equilibrium theory 
itself. Hist. Petit. Econ., Winter 1966, 18(4), 
pp. 567-77. University of Tokyo. 
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(yDriMoB, Gerald P., Jr. — Money: Mehger’s 
Evolutionary Theory 

Carl Meager offered an invisible- hand expla- 
nation of die development of money and mone- 
tary institutions. Recent work on the micro- 
foundations of monetary theory heightens the 
relevance of his microeconomic analysis of 
money. The recent work has only begun, how- 
ever, to incorporate some of Menger's insights. 
Leas well known than his methodological writ- 
ings, Menger's analysis of the origins of money 
constitutes a fundamental economic contribu- 
tion. Menger’s approach is contrasted with that 
of the legal restrictions theory of money, which 
views major features of modern monetary sys- 
tems as the outcome of governmental interven- 
tion. Hitt. Polit. Ecott. , Winter 1686, 18(4), pp. 
601-16. Federal Reserve Bank of Dallas. 

Ramstad, Yngve — A Pragmatist’s Quest for 
Holistic Knowledge: The Scientific Method- 
ology of John R. Commons 
This paper establishes that John R. Commons 
developed and communicated his “institutional 
economics” in strict conformity with the meth- 
odological precepts erf “holism. ” Through textual 
analysis, it is shown that Commons's conception 
of reality, the procedures he employed to de- 
velop and test his theories, and the process 
through which he conveyed the structure of 
those theories all adhered consistently to holis- 
tic precepts. Thus, it is argued that die usual 
assessment of Commons’s work as methodologi- 
cally incoherent is wrong. Nonetheless, it is 
shown that Commons’s holistic mode of “expla- 
nation” serves as a formidable barrier to rapid 
comprehension of his theoretical writings. J. 
Econ. Issues, Dec. 1986, 20(4), pp. 1067-1105. 
University of Rhode Island. 

Rima, Ingrid H. — The Peculiarities of Labor 
Markets and the Residuum 
The link between Alfred Marshall's concern 
•bout poverty and the Residuum and his analy- 
sis of labor market peculiarities is a neglected 
thread in the development of his work. The 
change in his treatment of the poverty problem 
that evidences itself after 1865 is interpreted 
in the context of Marshall’s increased awareness 
of the necessity for finding, new techniques of 
knowledge acquisition, 1* perticnlar , he recog- 


nized the limitations of transferring die rigorous 
analytical tools of Book V to things that lie be- 
yond the grasp of the static method. Although, 
Marshall was prone to address them in moral 
terms, it is essential that his own caveat be 
recognized in extending his “engine of analysis" 
to the study of questions relating to the problem 
of distribution. Eastern Econ. J., Apr.-June 
1986, 12(2), pp. 158-74. Temple University. 

Street, Donald R. — The Authorship of Campo- 
manes’ Discurso sabre el fomento de la In- 
dustrie popular: A Note 
This paper argues that the essential content 
of Count Campomanes’s book appeared in a 
previous book, Discurso sobre el modo de fo- 
mentar la industria popular, by Manuel Rubin 
de Celis (1774). The book was important be- 
cause of its anticipation of Adam Smith on sev- 
eral points. Time sequencing, choice of printer, 
translation backgrounds, and writing style of 
the authors support Rubin as the true author. 
Recognition of Rubin as the author brings him 
to the top rank of eighteenth-century Spanish 
economists. Hist. Polit. Econ., Winter 1986, 
18(4), pp. 655-60. Auburn University. 

Williams, Philip L. — A Reconstruction of 
Marshall’s Temporary Equilibrium Pricing 
Model. 

Alfred Marshall’s discussions of the market 
period in corn and fish markets illustrate the 
equilibrium, stability and determinacy of a 
pure-exchange model. However, a more formal 
statement of the model exposes two inconsis- 
tencies. First, the day is treated both as a point 
in time and as a real period within which signifi- 
cant action occurs. Second, the discussion of 
determinacy assumes that supply is merely neg- 
ative excess demand, which is inconsistent with 
the asymmetry of demand and supply in the 
analysis of equilibrium and stability. Mainte- 
nance of the assumption of asymmetry will, as 
stated by P. H. Wicksteed, cause indetermi- 
nacy. Hist. Polit. Econ., Winter 1986, 18(4), 
pp. 639-53. University of Melbourne. 

036 Economic Meth o dology 

Dopfer, Kurt-— The Histonomic Approach to 
Economics: Beyond Pure Theory and Pure 
Experience 
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An initial distinction is mode between 
logico-deductive and "empirico’-deductive ap- 
proaches to economic theory. The logico-de- 
ductive approach, uses an axiomatic framework 
that has little empirical substance. The empir- 
ico-deduetive approach, states economic theory 
in terms of a “typical” structure of reality. Both 
approaches operate within the basic assumption 
of classical physics that theory must represent 
an invariant structure of reality — highlighting 
here economic phenomena that do not change 
over time. The paper favors instead a “histo- 
nomic" approach that stresses the importance 
of making theoretical (-nomic) statements about 
economic phenomena that are basically histori- 
cal (histo-) in their nonclassical properties of 
variancy and time-asymmetry. J. Econ. Issues, 
Dec. 1986, 20(4), pp. 989-1010. University of 
St. Gallen, Switzerland. 

Hirsch, Abraham— -Caldwell on Praxeology and 
Its Critics: A Reappraisal 
Bruce J. Caldwell's use of the distinction be- 
tween internal and external criticism is ques- 
tioned and it is argued that recent develop- 
ments in the philosophy of science leave 
unscathed the criticisms of the methodology of 
Lundwig von Mises, which Caldwell consid- 
ered in his article. The heart of the matter is 
the position of Mises that neither the premises 
nor the predictions of economic theory can lie 
or need be tested. From this derives the criti- 
cism that praxeology is incomprehensible, dog- 
matic, and unscientific, criticism which Cald- 
well fails to refute. Hist. Polit. Econ., Winter 
1986, 18(4), pp. 661-68. Brooklyn College. 

Hodgson, Geoff — Behind Methodological Indi- 
vidualism 

While many economists claim to l>e guided 
by methodological individualism, consistency 
and clarity in the use of the term is lacking. 
Key statements of the doctrine suggest the pri- 
macy of individual purposefulness, combined 
with a failure or refusal to give an adequate 
account of the formation of purpose itself. It 
is argued that this position is analytically unac- 
ceptable, and from which it appears that the 
methodological individualist has no satisfactory 
and consistent line of retreat The espousal of 
methodological individualism and other related 


doctrines by economists should thus be chal- 
lenged. Cambridge J. Econ., Sept. 1986, 20(3), 
pp. 211-24. Newcastle-upon-Tyne Polytechnic. 

Rotwein, .Eugene — Flirting with Apriorism: 
Caldwell on Mises 

This article presents a criticism of the treat- 
ment of Lundwig von Mises ’s apriorism by 
Bruce Caldwell in his "Praxeology and Its Crit- 
ics: An Appraisal” (History of Political Econ- 
omy, Vol. 16, no. 3, 1984, pp. 363-80.) It argues 
that, although Caldwell attempts to give a more 
balanced evaluation of Mises s apriorism than 
is found in the views of its critics, his article 
does not afford any support for Mises’s position 
or weaken the case against it and, moreover, 
his defense of Mises is inconsistent with his 
own recognition of the importance of empirical 
tests of generalizations concerning the relations 
lietween matters of feet. Hist. Polit. £oon.. 
Winter 1986. 28(4), pp. 669-73. Queens Col- 
lege, City University of New York. 

040 Economic Hisroav 

042 Economic History.- United States and Canada 
Altman, Morris — Resource Endowments and 
Location Theory in Economic History: A 
Case Study of Quebec and Ontario at the 
Turn of the Twentieth Century 
The hypothesis that a region's or nation’s lag- 
gard industrial development can be explained 
by its relatively more expensive supplies of coal 
and iron ore is challenged here. A simple 
model, based on location theory, is developed. 
Using this model, the author demonstrates the 
conditions under which this hypothesis holds. 
A case study of Quebec and Ontario industry 
suggests that the differential resource cost hy- 
pothesis seriously lacks explanatory power. J. 
Econ. Hist., Dec. 1986, 46(4), pp. 999-1009. 
University of Ottawa. 

Carlos, Ann M. and Hoffman, Elizabeth — The 
North American Fur Trade: Bargaining to a 
Joint Maximum under Incomplete Informa- 
tion, 1804-1821 

The authors examine bargaining between the 
Northwest Company and the Hudson’* Bay 
Company using recent models of bargaining un- 
der incomplete information. Two previously 
undisturbed bodies of correspondence are ana- 
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lyaod. fetters between the two companies and 
letters between the Hudson's Bay Company 
and it* London committee. Through merger 
the companies achieved a joint maximum, but 
the lengthy and costly bargaining process dissi- 
pated much of the potential gain through deple- 
tion of animal stocks. Achievement of a joint 
maximum was hindered by incomplete informa- 
tion, commitment to a strategy that led to bar- 
gaining breakdowns, delineation of each party’s 
rights under laws, and environmental changes. 
J. Econ. Hist., Dec. 1986, 46(4), pp. 967-86. 
Huron College, Ontario; University of Wyo- 
ming. 

Fbhhack, Price V.— Did Coal Miners “Owe 
Their Souls to the Company Store”? Theory 
and Evidence from the Early 1900s 
Although coal companies may have tried to 
exploit a local-store monopoly, company store 
prices in nonunion areas were appreciably lim- 
ited by competition from other stores and mines 
in the same labor market. Company stores per- 
sisted in part by lowering transactions costs. 
Prices at company stores were generally similar 
to those at nearby independent stores, and 
higher wages may have compensated for higher 
store prices at isolated mines. Conditions 
varied, however, with labor market tightness. 
Miners were generally not in debt to the store, 
nor paid entirely in scrip. Scrip was an advance 
on payday, when miners received cash. J. Econ. 
Hist., Dec. 1986, 46(4), pp. 1011-29. Univer- 
sity of Georgia. 

Bobncfc, Jennifer — The Political Economy of 
Segregation: The Case of Segregated Street- 
cars 

The introduction of segregation laws for mu- 
nicipal streetcars is examined. The economics 
of private and public segregation is analyzed 
first, taking note of the particular features of 
the streetcar industry, followed by a discussion 
of the contemporary d eba tes on s t r ee tcar segre- 
gattonjgws fa a number of southern cities. The 
evidence presented suggests that segregation 
laws wer e binding cowrtrafatr and not simply 
the c o d i ficatio n of customary practice. Further- 
mom, &e streetcar companies were not the 
faM sto es ef segreg a ti on gad sometimes actively 
seriated it. These findings are related to several 


major interpretations of the origins of segrega- 
tion. /. Econ. Hist., Dec. 1986, 46(4), pp. 893- 
917. George Mason University. 

<H3 Econo mi c History: Ancient and Medieval 
(until 1453) 

Stacey, Robert C. — Agricultural Investment 
and the Management of the Royal Demesne 
Manors, 1236-1240 

Between 1236 and 1240 the king’s estate ste- 
ward Walter de Burgo improved the productiv- 
ity of about forty royal manors by systematically 
increasing agricultural investment to levels four 
to five times the medieval average. On estates 
where he managed the inland directly, de 
Burgo improved the quality of the draft animals 
and spent large sums on marling, smother 
crops, and on the purchase of foreign seed. 
Within four years he raised the net value of 
these manors 70 percent, thus demonstrating 
the direct link that could exist between invest- 
ment levels and productivity in medieval agri- 
culture. J. Econ. Hist., Dec. 1986, 46(4), pp. 
919-34. Yale University. 

044 Economic Historyi Europe 
Huberman, Michael — Invisible Handshakes in 
I^ncashire: Cotton Spinning in the First Half 
of the Nineteenth Century 
In Lancashire cotton spinning in the heyday 
of laissez-faire capitalism, the labor market did 
not operate as an auction market. Evidence on 
piece-rate flexibility, length of tenure, and sen- 
iority is consistent with Arthur M. Okun’s con- 
tract approach. Both workers and firms in- 
curred initial set-up costs. Workers wanted to 
protect their initial investments in training, and 
firms, faced with a labor supply that varied in 
reliability and regularity, had a desire to cover 
initial hiring and tryout costs. The need to 
maintain long-term attachments had implica- 
tions for wage and employment adjustment and 
the age structure of the labor force. J. Econ. 
Hist., Dec. 1986, 46(4), pp. 987-98. Trent 
University, Ontario. 

Hunt, E. H. — Industrialization and Regional 
Inequality: Wages in Britain, 1760-1914 
This paper describes the geographical pattern 
of wages in Britain between 1760 and 1914. It 
then draws out some of the implications of the 
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wage* pattern and consider*, in particular, the 
implications for the “growth pole” debate on 
the likely effect of industrialization upon re- 
gional income inequalities. The market forces 
responsible for creating and maintaining these 
differentials are then described, followed by a 
final section that discusses the significance of 
changing regional wage differentials to the stan- 
dard -of-living debate. It concludes that from a 
regional perspective the overall effects of indus- 
trialization upon living standards are indisput- 
ably favorable. J. Earn. Hist . , Dec. 1986, 46(4), 
pp. 935-66. London School of Economics 

000 Economic Systems 
051 Capitalist Economic Systems 
Deans, Robert H. — Macroeconomic Conflicts 
and Economic and Social Policies 
The conflicts of traditional economic and so- 
cial policies in terms of income and employment 
goals are creating a crisis in the promotion of 
the welfare state in OECD countries. Emer- 
gence of a coherent policy requires a further 
look at the social contract option of incomes 
policy. Major discussion of Martin L. Weitz- 
man’s share economy and Steven Plaut's re- 
verse incomes policy are presented as possible 
avenues to pursue in promoting a solution to 
the stagflation climate found in many OECD 
countries. Rev. Soc Econ. , Oct. 1986, 44(2), 
pp. 113-29. Temple University. 

Mchrlhtg, Perry G. — A Classical Model of the 
Class Struggle: A Game-Theoretic Approach 
The class struggle is formalized as a differen- 
tial game in a strictly supply-side model, an 
approach that synthesizes the models erf Kelvin 
Lancaster and Richard M. Goodwin. Pour dif- 
ferent steady-state equilibria are derived, each 
corresponding to different assumptions about 
the degree to which each class is organized to 
promote its own interests. In particular, the 
Goodwin growth cycle is shown to emerge from 
a world characterized by unorganized capitalists 
and workers, in which individuals ignore the 
effects of their own actions on economywtde 
variable*. More relevant for discussion of mod- 
em capitalism are the hierarchical equilibria, 
especially the co de t erm ination equilibrium in 
which the existence of a foU-employtnentaquI- 
UbvfcMt turns out to be praMetnatic. }■ Polit 


Econ., Dec. 1986, £4(6), pp. 1280-1303. Har- 
vard University. 

Nordhaus, William D. — Introduction to the 

Share Economy 

This paper introduces the major ideas in Mar- 
tin Weitzman’s “The Share Economy.” It notes 
that a “share” economy is one in which the 
marginal cost of labor is less than the average 
cost of labor; moreover, this condition can be 
induced by sharing revenues of profits. Accord- 
ing to share theory, such contracts will lead 
firms to create more vacancies and thereby 
lower the average unemployment rate. Weitz- 
man proposes to induce more share arrange- 
ments by giving a tax preference to share-type 
income. J. Compar. Econ., Dec. 1986, 10(4), 
pp. 416-20. Yale University. 


100 Economic Growth; Development; 

Planning; Fluctuations 

110 Economic Gxowth; Development; and 
Planning Thbcmiv and PMjcy 

HI Economic Growth Theory and Models 
Asimakopulos, Athanasios — Harrod and Do- 
mar on Dynamic Economics 
There are important differences in the dy- 
namic, Keynesian analyses of Roy Harrod and 
Evsey Domar. Harrod's is the more general 
model, with its focus on entrepreneurial equi- 
librium rates of growth allowing both for consid- 
eration of conditions consistent with a steady 
advance and the changing equilibrium rates of 
growth over the trade cycle. His instability 
principle follows naturally from this concern 
with entrepreneurial responses. Domar 's analy- 
sis concentrates on the calculation of the rate 
of growth of investment that would result in 
the foil employment of labor, and it assumes 
constancy of parameter values over long inter- 
vals of time. Banco Not. Lscoro Quart. Rev., 
Sept. 1986, (158), pp. 275-86. McGill Univer- 
sity. 

Boldrin, Michele and Mentrnodria, Lu ig i O n 
die Indeterminacy of Capital Accumulation 
Paths 

In neoclassical optimal growth m o dels dm 
stability of the accumulation paths de pends on 



1128 


Journal of Economic IMerature 


the discount parameter. The authors prove 
drat, for discount factors small enough, the pol- 
icy function that describes an optimal path can 
he of any type. The result is achieved by using 
the notion of a -concavity A constructive ap- 
proach is adopted. Given any twice differentia- 
ble map it is shown how to construct an optimal 
growth problem that produces that map as the 
optimal policy function. A consequence is that 
“chaos” can appear in these models. Bounds 
on the values iff the discount parameter for 
which "indeterminacy” is possible is also pro- 
vided. J. Econ. Theory, Oct. 1986, 40(1), pp. 
26-38. University of Rochester; Polytechnic of 
Turin, Italy. 

Deneckere, Raymond J. and Pelikan, Steve — 

Competitive Chaos 

What kinds of dynamic behavior can optimal 
trajectories in deterministic growth models dis- 
play? This paper presents examples iff econo- 
mies that have stable equilibrium cycles in 
consumption, capital, and prices of arbitrary 
period, as well as of economies that have chaotic 
equilibrium paths. Some necessary and suffi- 
cient conditions for these phenomena to occur 
are discussed. J. Econ. Theory , Oct. 1986, 
40(1), pp. 13-25. Northwestern University; 
University of Cincinnati. 


Elbers, C. and Weddepohl, H. N. — Steady 
State Equilibria with Saving for Retirement 
in a Continuous Time Overlapping Genera- 
tions Model 


This paper studies some simple stationary 
growth models with continuously over la pp i ng 
generations, i.e., where consumers are bom 
and die at each moment of time. Two behavioral 


rules for saving are proposed: (1) a pension 
scheme where working consumers qdfy a uni- 
fora premium to * pension fond and receive 
a uniform pension after retirement and (2) the 
femdfatr Ufo-<ycie model of individual optimiza- 
tion where consumers save , (and possibly also 
dfcsavte, temporarily) during their active period, 
mid dissave after retirement. /. Econ. (Z. No- 
Uomd/Aem). 1968,46(3), pp. 253-82. University 
»; Free University, Amsterdam. 


Caodwfot- Richard M, — Swinging along the 
■fl fomp foi with von Neumann and Sndfa 


John von Neumann discovered the theory iff 
the turnpike, using a constant technology and 
an infinite supply of labor at a constant real 
wage. Piero Srafia demonstrated that for a given 
state of the economy, there could be a real 
wage ranging from subsistence to total net prod- 
uct. This essay combines these two disparate 
concepts in a dynamic setting whereby growth 
and profit rate are first too high and then too 
low, averaging out to a long-run constant rate 
with an average real wage that produces a 
growth rate equal to the combined effects of 
growth in labor productivity and in labor force, 
with a dynamical equilibrium, average rate of 
unemployment. Cambridge /. Econ., Sept. 
1986, 10(3), pp. 203-10. University of Siena. 

112 Economic Development Model* and Theories 

Perrin gs, Charles — Income Redistribution and 
Labour Surplus in the Classical Theory of 
Labour Migration 

The results of the Lewis model of the labor- 
surplus economy depend upon the assumption 
that there exists a perfecdy elastic supply of 
labor at an institutionally determined real wage. 
Historical research has shown that the excess 
supply of . labor from the noncapitalist sector 
in such economies is the outcome of state inter- 
vention designed to facilitate high rates of 
growth in the capitalist sector. This paper exam- 
ines the link between state intervention in the 
distribution of income and the existence of a 
labor surplus in the noncapitalist sector of an 
integrated “dualistic” economy. Manchester 
Sch. Econ. Soc. Stud., Sept. 1986, 54(3), pp. 
283-87. University of Auckland, New Zealand. 

114 Economics of War, Defense, and 
Disarmament 

Ball, Nicole — Converting the Workforce: De- 
fence Industry Conversion in the Industrial- 
ised Countries 

Developments in the economics of weapons 
production have reduced foe number of work- 
ers that can be profitably employed in foe de- 
fence industry, creating a need for conversion 
to foe civil sector independently of progress 
made bi arras control negotiations. The author 
analyzes foe situation fat respect of the indus- 
tries and occupations that are most dependent 
ondefense contracting, and discusses foepcob- 
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lems that different groups of defence industry 
employees encounter in transferring to the civil 
sector. It is suggested that advance planning, 
the availability of government programs such 
as retraining schemes, and flexibility on the part 
of employees and management are crucial for 
making these transfers as smooth as possible. 
Int. Lab. Rev., July-Aug. 1986, 125(4), pp. 
401-22. Swedish Institute of International Af- 
fairs. 

Royer, Jacques — The Long-term Employment 
Impact of Disarmament Policies: Some Find- 
ings from an Econometric Model 
This article examines the possible linkages 
between disarmament and development poli- 
cies and their impact on employment. Assum- 
ing that significant cutbacks in defense expendi- 
tures would adversely affect employment, it 
argues that, in the long run, an effective way 
of enabling market forces to generate additional 
jobs in arms-producing sectors would be to use 
part of the released funds to finance specific 
development programs in the South. The em- 
ployment impact of such massive transfers (both 
the direct effect in the South and the feedlrack 
to the North), however, is shown to be sensitive 
to the distribution policies governing the use 
of the funds both between receiving regions 
and, within regions, between low- and high- 
productivity activities. A world model is used 
to quantify several alternative sets of policies 
in eleven interdependent regions. Int. Lab. 
Rev., May-June 1986, 125(3), pp. 279-303. 
University of Geneva. 

ISO Country Studies 

121 Economic Studies of Developing Co u ntries 

Shaddeton, J. R. — Privatising the Third 
World. 

In recent years many third world countries 
have adopted policies of privatization and de- 
regulation. The author examines the economic 
and political background to the development 
of state involvement in the third world and 
points to the problems that have led to a retreat 
from statist policies. He then discusses the 
prospects for privatization, arguing that the 
trend back toward the market offers some mod- 
est hope for economic improvement in the third 
world in the next decade. However, he is. cau- 


tious against treating privatization as a panacea. 
Banco Naz. Lavoro Quart. Rev., Dec. 1986, 
(159), pp. 429-39. Polytechnic of Central Lon- 
don. 

Zebender, Wolfgang — Industrial isicrung und 
regionale Kooperation in Schwarzafrika (In- 
' chistrializatkm and Regional Cooperation in 
Sub-Saharan Africa) 

The failure of industrialization efforts in Africa 
is attributed primarily to inappropriate promo- 
tion policies, the absence of the socioeconomic 
and technological-scientific environment, and 
the smallness of national markets. Regional eco- 
nomic communities have not achieved the goal 
of developing a regional industrial base because 
of lack of industrial differentiation, adequate 
infrastructure, commensurate compensation 
mechanisms, and strong political will. It is ar- 
gued that the potential for regional cooperation 
lies more in the SADCC pattern: implementa- 
tion of common projects and programs and giv- 
ing priority to national policies. The industriali- 
zation potential of the smaller African countries 
lies in the development of domestic markets 
and the improvement of the purchasing power 
in rural areas. KonjunkturpoUtik, 1986, 32(4), 
pp. 218-35 (German). German Development 
Institute, Berlin. 

122 Economic Studies of Developed Co u n tri es 

Giovannetti, Giorgia and Sinbcako, Domen- 
ico — Structure] Change. Foreign Trade and 
Income Multipliers in the Italian Economy 
This paper presents a macroeconomic frame- 
work to reconsider some consequences of the 
growing Internationa] integration of Hie Italian 
productive system. The model, through a spe- 
cific import function, combines two different 
approaches: the comparison of income multipli- 
ers over time, and the input-output analyses 
of the “sources at growth.” Given an increase 
in the i/o coefficients linking intermediate and 
final imports to the different components of ex- 
penditure, the model allows to determine the 
growth in the export share, which abets dm 
decline in the multipliers and ensures the flow 
of proceeds to pay for the import required in 
the whole system, ffenefl Naz. Lavoro Quart. 
Rev.. Sept. 1986, (198). pp. 319-35, University 
of RorncLa Sapimrw, University ef Turin. 
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Cram, F. H. — How Bad ft Australia’s Eco- 
nomic Pe rfor man ce and Why? 

Pract i cally the whole of Australia’s slide down 
the income-per-head totem pole occurred be- 
fore 1073. The paper advances die argument 
that “made to measure” protection and wide- 
spread r e stric t i ve trade practices used to be 
one of the main factors retarding faster growth 
in Australia before the 1870s, though deterio- 
rating terms of trade also have been important. 
The profit squeeze resulting from real wage in- 
flexibility during the 1870s has probably played 
an important role since then. Econ. fire. , June 
1986, 68(177), pp. 180-83. Australian National 
University. 

Rothschild, Kurt W. — ‘Left’ and ‘Right’ in 
‘Federal Europe' 

The article analyzes the connection between 
political composition of governments and eco- 
nomic outcomes (growth, unemployment, infla- 
tion). Twelve European nations are investigated 
over the period 1960-84. Countries are 
grou pe d year after year hi “left" and “right” 
subgroups and the group performances are 
compared. While there are no distinctive differ- 
ences in the years of foil employment the pic- 
tures change after 1970. The left group exhibits 
consistently higher growth and lower unem- 
ployment rates than the right group. As for as 
inflation is concerned, there is an indication 
that coalitions have generally fared better than 
either “pure" left or “pure” right governments. 
Kyklo*. 1986, 39(3), pp. 359-76. University of 
Linz. 

U4 Rrsanmir Studies of Centrally Planned 

Wong, Christine P. W. — The Economics of 
Shortage and Problems in Chinese Industry 
This paper employes die economics of short- 
age framework to examine post-Mao r efor ms 
tn Chlneae state-owned industry. Performance 
has been disappointing because reforms 
through 1965 foiled to fundamentally after eco- 
nomic agent behavior. The “soft” budget con- 
straints at the e nt e r prise and local g o v e rnm ent 
levels continue to ge ner ate “‘quantity” and “ex- 
pteriOn” drive*. The resultant inflationary pres- 
sures have n e c e ssitate d administrative inter- 
ventions tbd t hw a r ted reform pro gres s The 


Maoist legacy of active participation by local 
governments in economic management is high- 
lighted as a major obstacle to the elimination 
of paternalism in state-enterprise relations. /. 
Compar. Earn., Dec. 1986, 10(4), pp. 363-87. 
Crown College, University of California, Santa 
Cruz. 

130 Economic Fluctuations; Forecasting; 

Stabilization; and In elation 

131 Economic Fluctuations 
Farmer, Roger E. A. — Deficits and Cycles 
This paper shows that periodic equilibria may 
arise in a simple overlapping generations model 
with capital. If the government follows a policy 
of fixing the value of the deficit, rather than 
fixing the value of government debt, then the 
difference equation that describes competitive 
equilibria may possess complex roots in the 
neighborhood of the golden rule stationary 
state. One may show that if there exist para- 
metric families of economies for which these 
roots change stability then, locally, there exists 
an invariant dosed curve. The paper provides 
two simple examples that generate such equi- 
libria, and it solves these examples numerically. 
/. Econ. Theory, Oct. 1986, 40(1), pp. 77-88. 
University of Pennsylvania. 

Fitoussi, J.-P. and Phelps, E. S. — Causes of 
the 1980s Slump in Europe 
The paper criticizes existing explanations of 
the recent slump in Europe and sets forth the 
theory that a major role has been played 
through unnoticed channels by American 
shocks arising in the early 1980s: the shift to 
tight money, the Reagan tax cut, and the invest- 
ment tax inducements. The authors argue that 
these shocks, operating principally through the 
real interest rate, had impacts upon price mark 
ups, upon the relative price of investment goods 
output, and upon investments in capital and 
hoarded labor in Europe; and these impacts 
led, in tarn, to a contraction of European output 
and employment. Brookings Pop. Econ. Act., 
1986 (2), pp. 487-513. University of Paris; Co- 
lumbia University. 

Gebauer, Wolfgang — KondratiefT s Long 

Waves 
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Ike paper focuses on N. D. KondratiefTi 
long-wave hypothec!* by providing farther evi- 
dence, followed by an evaluation of recent theo- 
retical work and some tentative policy con- 
clusions. New data for selected European 
countries are analyzed with Kondratteff* s origi- 
nal methods. The results are ambiguous; the 
existence of long waves remains an unresolved 
issue. The innovation hypothesis and distribu- 
tion theorem are evaluated in view of their con- 
sistency with the alleged empirical characteris- 
tics of long waves. Both show weaknesses; the 
innovation approach is superior in terms of its 
cyclical properties. An extension of policy time 
horizons is suggested to cope with Kondratieff- 
like perspectives. Konjunkturpolitik, 1986, 
32(4), pp. 235-55. European University, Flor- 
ence. 

Goodwin, Richard M. — The Economy as an 
Evolutionary Pulsator 

The problem of long waves is formalized as 
one of the dynamical coupling of a relatively 
steady Bow of new techniques and goods along 
with the endemic tendency of capitalism to 
evolve in a cyclical fashion. This implies a strong 
exogenous influence, which renders any precise 
periodicity unlikely. The model is illustrated 
by a hypothetical, historically determined po- 
tential that controls the path in time of the econ- 
omy. ]. Earn. Bchav. Organ., Dec. 1986, 7(4), 
pp. 341—49. University of Siena. 

Grand mont, Jean-Michel — Stabilizing Com- 
petitive Business Cycles 
The author studies how stylized monetary 
(proportional money transfers), fiscal (lump sum 
money transfers), and public expenditure poli- 
cies may eliminate endogenous deterministic 
cycles and stationary Markov sunspot equilibria 
in a simple version of the overlapping genera- 
tions model. Also new, constructive methods 
for analyzing stationary Markov sunspot equi- 
libria in such a framework are presented. 
/. Econ. Theory, Oct. 1986, 40(1), pp. 57-76. 
CEPREMAP, Paris. 

Gt-aodmoot, Jean-Michel and Laroque, Guy — 
Stability of Cycles and Expectations 
The actual dynamics of an economy depends 
on how agents forecast the future at every date 


as a function of their information on the past, 
while possibly learning the structure of their 
environment. The authors show in the case of 
a one dimensional state variable that under mild 
conditions on expectations functions, a given 
cycle with perfect foresight that is stable in the 
actual dynamics it stable in a fictitious backward 
perfect foresight dynamics. A restricted class 
of expectations functions for which the converse 
Is true is exhibited. J. Econ. Theory, Oct. 1986, 
40(1), pp. 138-51. CEPREMAP, Paris; 1NSEE, 
Paris. 

Hall, Robert E. — Market Structure and Macro- 
economic Fluctuations 
Market structure and macroeconomic fluctua- 
tions are related to each other in two different 
ways. First, fluctuations reveal a good deal 
about market structure. When output rises, 
costs rise as well, and the ratio of the two reveals 
marginal cost. The comparison of price to mar- 
ginal cost is a measure of market power. Sec- 
ond, market structure has an important role 
in the propagation of macroeconomic shocks. 
Competitive markets have a strong tendency 
toward frill utilization of capacity, but that ten- 
dency is weak or absent with market power. 
The paper presents evidence about market 
power in about fifty industries and explores the 
implications for macroeconomics. Brooking * 
Pap. Econ. Act., 1986, (2), pp. 285-322. Stan- 
ford University and National Bureau of Eco- 
nomic Research. 

HiiHnger, Claude — Theorie und Empirie der 
Konjunkturzyklen (Business Cycles — Theory 
and Empirical Results) 

A quantitative model incorporating insights 
of the traditional business cycle theory is pre- 
sented. In an application to the Federal Repub- 
lic of Germany, the existence of a 3.8 year in- 
ventory cycle and an 8.2 year equipment cycle 
are demonstrated. Together these cycles ex- 
plain 72 percent of the cyclical fluctuations of 
the GDP. Comparable results for ten OECD 
countries are summarized. These results sug- 
gest the need for a revision of contemporary 
macroeconomics. A theory of business cycle* 
that is compatible with the evidenoe is sketched 
tn the paper. Konjunkturpolitik, 1986, 32(3), 
pp. 101r-29 (German). University of Munich. 
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AeGmdn, Brian H.—Tbe Political Business 
Cycle: A fieeagdu^OB of Some Empirical 
Evjdenae 

The political business cycle usually is ac- 
japtedas a stylized fact of democratic industrial 
taUfttffes. Several papers, however, have 
wrought the existence of the political business 
jyde into question. Perhaps the most promi- 
nent and widely cited is B. McCallum. McCal- 
tnn theorises that the political business cycle 
I inconsistent with rational expectations cum 
tatural rate hypothesis. His evidence supports 
his conjecture. This paper investigates the el- 
ects of changing several features of McCallum 's 
methodology. The results indicate that infer- 
ences from these tests regarding the political 
msiness cycle are sensitive to the underlying 
issumptions. Inferences based on McCallum’s 
vork are tenuous. Quart. J. Bus. Earn., Winter 
i987, 26(1), pp. 35-49. Florida State Univer- 
ity. 

eichlm, Pietro — Equilibrium Cycles in an 
Overlapping Generations Economy with Pro- 
duction 

Perfect foresight equilibrium trajectories of 
n overlapping generations model with produc- 
on may indude stable or unstable invariant 
oaed curves. These orbits are detected using 
ie Hopf bifurcation theorem, where the pa- 
ameter of bifurcation is purely technological, 
he paper also proves that there is a stabilizat- 
ion policy that completely eliminates the cycle, 
'fatally, using a C.E.S. production function, it 
shown that the range of values of the elasticity 
substitution between capital and labor for 
ditch cycles may exist is bounded above. J. 
mm. Timm/, Oct. 1966, 40(1), pp. 89-102. 
ohunbia University. 

ilrifcr, Andr e i I mplementation Cycles 
The paper desc ribes an artificial economy in 
bkh firms fa* cUSaent sectors make inventions 
dJfcrc nt times, but innovate simultaneously 
tadoe advantage of high aggregate demand, 
turn, high demand reaukafrom simultaneous 
-oration in gamy sector*. The economy ex* 
hits nsnkiffe cyclical equilibria, with entre- 
de h yinlpg whit li iqnl 
*iuro -obtain*. These oq w i tibri a are Pareto 
pkad,tW the most pasltibie aquiHbrhon 


need not be the most efficient While an in- 
formed stabilization policy can sometimes raise 
welfare, if large booms are necessary to cover 
fixed costs of innovation, stabilization policy can 
stop all technological progress. J. Polit. Earn., 
Dec. 1986, 94(6), pp. 1163-90. Princeton Uni- 
versity. 

Woodford, Michael — Stationary Sunspot Equi- 
libria in a Finance Constrained Economy 
Stationary sunpot equilibria are shown to ex- 
ist in a production economy with infinite lived 
agents, when it is not possible to borrow against 
future wage income. Equilibrium fluctuations 
exhibit persistence over time scales of the same 
order of magnitude as observed “business cy- 
cles." An active fiscal policy that stabilizes ag- 
gregate money expenditures can prevent such 
fluctuations. J. Econ. Theory, Oct. 1986, 40(1), 
pp. 128-37. Columbia University and Came- 
gie-Mellon University. 

132 Forecasting; Econometric Models 

VWn, Matti — Estimating the Output Effects 
of Energy Price and Real Interest Rate 
Shocks: A Cross-Country Study 
This paper is concerned with investigating 
how inflation, interest rate, and energy price 
shocks affect the real side of the economy. Esti- 
mating a simple aggregate demand model from 
the data of ten Western countries shows that 
the liehavkir of aggregate output is very much 
affected by these shocks. In particular, it turns 
out that real interest rate shocks represent a 
major source of variability in terms of the 
growth rate of total output. Schweiz. Z. Volks- 
wirtsch. Statist., Dec. 1966, 122(4), pp. 627- 
39. Bank of Finland, Helsinki. 

133 Ceneral Outlook and Stabilization Theories 
and Policies 

Borio, C. E. V. — Do Contingent Rules Really 
Dominate Fixed KuIesP 
hi this paper the author examines the gener- 
ality of the proposition (Willem Buiter [1981]) 
that innovation-contingent (or feedback or 
closed-loop) policies are always superior to non- 
irmovation-cootingent (or fixed or open-loop) 
policies in the design of stabilization pro- 
grammes unless; (1) they arbitrarily increase 
fbe randomness at currant and future policy 
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instruments or (2) the authorities either pur- 
sue the wrong objectives or else pursue the 
right objectives in an inept manner. What is 
at stake here is the general presumption that 
acting on more information is necessarily bene- 
ficial to the economic agent. Earn. Dec. 
1986, 96(384), pp. 1000-1010. Brasenose Col- 
lege, Oxford University. 

Calmfort, Lars and Horn, Henrik — Employ- 
ment Policies and Centralized Wage-Setting 
The combination of stagflation and rapid ex- 
pansion of the public sector has been character- 
istic for the smaller European economies with 
centralized wage setting. One interpretation is 
that active employment policies have contrib- 
uted to excessive real wage increases. The pa- 
per sets up a model of centralized wage setting 
that is used to examine this hypothesis under 
different assumptions about: (1) government 
employment goals; (2) trade union perceptions; 
and (3) the ways that government expenditures 
are financed. It is shown that employment poli- 
cies may actually reduce employment at the 
same time as they cause a structural transforma- 
tion of the economy. Economica, Aug. 1986, 
53(211). pp- 281-302. University of Stockholm. 

Maseru, Rainer S. — Europe’s Economic Prob- 
lems in an International Perspective 
European problems must be assessed in a 
world context. Medium-term external-pay- 
ments compatibility requires reciprocal adjust- 
ment of policy mixes. A reduction in the U.S. 
budget deficit is necessary; devaluation alone 
will not produce the required changes in rela- 
tive prices or a permanent shift between pro- 
duction and absorption. But the adjustment 
must not involve recessionary consequences 
globally. The European countries that have 
achieved structural budget equilibrium and 
very low inflation should discontinue their re- 
strictive fiscal and monetary mixes. Microeco- 
nomic labor market adjustment is the appropri- 
ate complement throughout Europe to improve 
internal and external balance and reabsorb un- 
employment. Bonos Net. Levoro Quart. Rev. , 
Dec. 1986, (186), pp. 381-406. Bank of Italy, 
Rome. 

Neale, Waiter C— Tax- Based Incomes Poli- 
cies: A Commentary for the Future 


TIP will be needed when full employment 
returns. Discusses earlier liter atu re : TIP’s at- 
tack on inflation at micro and macro levels sim- 
ultaneously; probable effectiveness of variants 
of TIP; confusions about role of productivity 
in justifying wage increases. Then analyzes 
newly arising problems; whether to pen aliz e 
wage rates or total wages and salaries; conse- 
quent changes in nature and aims of unions, 
which -will need to Bargain about overtime, dif- 
ferentials, and "right to the job” rather than 
wages; and questions about defining profits and 
how to treat companies that earn no profits. 
Concludes with argument for levying stiff penal- 
ties on net value added. J. Econ. Issues, Dec. 
1986, 20(4), pp. 969-87. University of Tennes- 
see. 

Neck, Reinhard — Kann Stabilisieningspolitik 
unter Unsidierheit and Risiko “optimal” 
sein? (Can Stabilization Policy Be “Optimal” 
under Uncertainty?) 

This paper investigates the possibilities of 
“optimal” stabilization policies under uncer- 
tainty and risk. Starting from a decision-theo- 
retic framework of the theory of economic 
policy; the author distinguishes between 
“stochastic uncertainty." “strategic uncer- 
tainty,” and “fundamental uncertainty.” Using 
results of optimal control and dynamic game 
theory, it is shown that “optimal*' stabilization 
policies exist in general under stochastic uncer- 
tainty: under strategic uncertainty, however, 
“optimality” can only be defined for particular 
solution concepts and particular information 
patterns. In many eases "feedback policies" are 
“optimal’’ for both situations: “contingent rules” 
and systematic discretionary policies generally 
outperform “fixed rules." Schweiz. Z. Volks- 
wirtsch. Statist., Sept. 1966. 122(3), pp. 509- 
34 (German). Wirtschaftsuniverutit Wien. 

Richards, Peter J. — Preserving Jobs under 
Economic Stabilisation Programmes: Can 
There Be an Employment Target? 

This article discusses stabilization measures 
in developing countries faced with a severe, 
mmt em porary ba h ffoe-efpayaaeaH estate. Such 
measures are usually associated with ec oa nm i c 
contraction and job Ion. A nmabor of pn^Knait 
ne itvwww oy which Wn n 
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made less socially disruptive, with special refer- 
ence to the feasibility of setting an employment 
target Stabilization program* usually fix indica- 
tive targets for output growth and it may be 
possible to include a minimum target for, say, 
cbild nutrition. It is, however, unclear bow 
nidb a provision would work in practice. Em- 
ployment targets would have similarities with 
social targets but, unlike the latter, they could 
not be achieved simply by changing govern- 
ment expenditure patterns, in*. Lab. Rev., 
July-Aug. 1966, 125(4), pp. 423-34. Interna- 
tional Labour Office. 

134 Inlation and Deflation 

Batten, Dallas S. and Hafer, R. W. — The Im- 
pact of International Factors on U.S. Infla- 
tion : An Empirical Test of the Currency Sub- 
stitution Hypothesis 

This paper rejects the currency substitution 
with regard to the determination of U.S. infla- 
tion. Quarterly estimates for 1972-82 demon- 
strated that changes in the effective exchange 
rate — argued by some to be the proper measure 
of foreign influences on domestic inflation — 
have no significant explanatory power in ex- 
plaining inflation when combined with Ml 
growth. This result holds using the broad GNP 
deflator and wholesale prices. It also is shown 
that while a rest-of-world money growth varia- 
ble does significantly add to Ml in explaining 
wholesale price inflation, it is not significant 
using the GNP deflator series. Southern Econ. 

Oct 1966, 53(2), pp. 400-412. Federal Re- 
serve Bank of St. Louis; Washington Univer- 
sity, St. Louis. 

Oap p efi , David — -The Optimal Rate of Infla- 
tion When the Rate of Growth of die Money 
Supply Is Stochastic 

A model of the Bafley/Tower type in which 
the rate of growth of the money supply is sto- 
chastic is analysed. It is shown dud the optimal 
(Le., re v en ue maximizing) rate of inflation is 
higher than in the corres p on din g dete rmi nistic 
ease by an amount that d ep e nd* positively on 
dm variance of the money supply gro wt h rote, 
TbereaaonforthisistheasaymetrycftbeGov- 
enuneMt Sevens* function*. The model thus 
provides jirpcedkif explanation fa* the “cnn* 
area- satroair mnaaam oneenwn n> ro ve r ai ooott- 


omies. Man chatter Sch. Earn. Soc. Stud., 
S Opt. 1966. 54(3), pp. 314-21. University of 
Sheffield. 

Early, John F.; Lane, Walter and Sturm, 
Philip — A Half-Year Pause in Inflation: Its 
Antecedents and Structure 
This article analyzes inflation, as measured 
by the Consumer Price Index for all Urban Con- 
sumers, during die first six months of 1966. It 
gives historical data from December 1960 and 
detailed sector-by-sector assessments of the sta- 
tus of consumer price change in mid- 1986. Hie 
authors state that the decline in the overall CPI 
of 0.2 percent during the first six months of 
1986 was attributable to the sharp decline in 
energy prices — fuel oil, coal, bottled gas, and 
motor fuels fell at an annual rate of 40.2 per- 
cent. Although shelter costs continued to ad- 
vance at an annual rate of about 5 percent, price 
moderation was very widespread. Mon. Ijab. 
Rev., Oct. 1986, 109(10), pp. 3-14. Bureau of 
Labor Statistics. 

200 Quantitative Economic Methods and 
Data 

210 Econometric, Statistical, and 
Mathematical Methods and Models 

21] Econometric and Statistical Methods and 
Models 

Andrews, Donald W. K. — Stability Compari- 
sons of Estimators 

This paper investigates a property of estima- 
tors called stability. The stability exponent of 
an estimator is defined to be a measure of the 
effect of any single observation in the sample 
on the realized value of the estimator. High 
stability often is desirable for robustness against 
misspecification and against highly variable ob- 
servations. Stability exponents are determined 
and compared for a wide variety of estimators 
and econ om etric models. They are found to de- 
pend on the maximal moment exponent (i.e., 
die number of finite moments) of the estimator's 
influence curve. Econometrica , Sept. 1966, 
54(5), pp. 1207-35. Cowles Foundation, Yale 
University. 

Breui ch, Trevor S. — Hypothesis Testing in 
Unidentified Models 



Selected Abstracts 


1135 


An fclmttfiedtnodd knot neceMuy for statis- 
tical infe rence, but ambiguities can arise. This 
paper examines some simple examples and pro- 
poses a framework that distinguishes b et w e e n 
the “refutation” and “confirmation" aspects of 
testing in an unidentified model. One particular 
problem is the interpretation given to overiden- 
tifying restrictions: a common view is that these 
are somehow not properly testable. Rev. Econ. 
Stud., Aug; 1966, 53(4), pp. 635-51. Australian 
National University. 

Brock, William A. — Distinguishing Random 
and Deterministic Systems: Abridged Ver- 
sion 

This paper attempts to give a mathematically 
precise version of recent tests on an observed 
time series {a,} for die presence of low dimen- 
sional deterministric chaos. Three practical 
tests lor chaos are discussed: (1) the correlation 
dimension of {a,} must be low; (2) the estimated 
largest Lyapunov exponent must be positive; 
(3) the residuals {a,} of an estimated linear time 
(or nonlinear) series model (for a large class of 
such models) must have the same dimension 
and largest Lyapunov exponent as {a,}. Based 
on (1H3) evidence for chaos in post- World War 
11, U.S. quarterly renal GNP is weak. /. Econ. 
Theory, Oct. 1966, 40(1), pp. 188-95. Univer- 
sity of Wisconsin. 

Bwrdess, Gary and Orr, Larry L. — Are Classi- 
cal Experiments Needed for Manpower Pol- 
icy? 

The critical element that distinguishes classi- 
cal experiment! from all other modes of analysis 
is the random assignment of treatment to en- 
toUees in a study. This paper examines die ma- 
jor methodological advantages of random as- 
signment for the purpose of estimating the ef- 
fectiveness of current manpower policy. It also 
reviews the claimed methodological and ethical 
objections to e x p er iments. The main valid ob- 
jection to an experiment is neither methodolog- 
ical nor ethical, it is the experiments cost com- 
pared with that of nonexperimontil methods 
ofanalysis. Tbe authors argue that the oCwtdng 
gain from experimentation b the inherent relia- 
bility of ex pe rimen tal esdaaatea of treatment 
efeott. J. Human Res.. FaS I960, 11(4), pp. 
906^18, , Brooking! Institution; Abt Associates. 


Campos, JuBa — Finite-Sample Properties of 
the Instrumental-Variables Estimator for Dy- 
namic Simultaneous- Equation Subsystems 
with ARMA Disturbances 
Numerical-analytical approximations to the 
finite sample moments of the instrumental vari- 
ables estimator (IV ARM A) of possibly incom- 
plete dynamic simultaneous equation systems 
with ARMA disturbances are obtained. Monte 
Carlo methods are proposed and implemented 
for studying the finite sample bias, standard 
error, and estimated asymptotic standard error. 
A control variate is derived for constructing eft- 
ctent Monte Carlo estimators and response sur- 
faces are developed. /. Econometric », Aug 
1986, 33(3), pp. 333-66. Central Bank of Vene- 
zuela, Caracas. 

CoOender, Robert Ned and ChaBat, James 

A. — An Alternative Approach to Derisions 
under Uncertainty Using the Empirical Mo- 
ment-Generating Function 
Objections to mean-variance analysis center 
on the requirement that the distributions be 
normal or the resulting inattention to higher- 
order moments when die solution is viewed 
as an approximation. A non parametric approach 
to derision making under uncertainty is devel- 
oped hi this paper using expected utility maxi- 
mization. the exponential utility function, and 
an empirical moment-generating function. A 
decision rule is obtained for land allocation un- 
der uncertainty, which is not tied to a particular 
family of distributions and accounts for all mo- 
ments of the distribution. Amer. J. Agr. Econ., 
Aug 1966, 68(3), pp. 727-31. North Carolina 
State University; University of California, 
ocnccfvy • 

Ericsson, Nefl R. — Post-simulation Analysis of 
Monte Carlo Experiments: Interpreting 
Pesaran’s (1974) Study of N on-nested Hy- 
pothesis Test Statistics 
Monte Carlo studies may be divided opera- 
tionally into three phases: design, sboulstion, 
and poat-sfrnulation analysis. This papar pro- 
vides a guide to the bat of these, and eaes 
M. H. Peaaraa’s (1974) study of s ta ti stics for 
testing no nn ested h ypothe se s to fflustsnto dm 
te chn iqu e s des cri be d - A statist i c is de rived for 
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<Myn»wHc and (obaervod) finite sample propcr- 
tfcta. Anther, that statistic provides the basis 
far ^analyhing discrepancies between the finite 
s amp l e and asymptotic pro pe rt ie s using re- 
sponse Riffiop. Finally, a method is proposed 
for adjusting the finite sample sizes of different 
teat statistics so that comparisons of their power 
can be made. Rev. Econ. Stud., Aug. 1986, 
53(4), pp. 661-707. Federal Reserve Board. 

C«mlw, John) Marshall, Robert C. and Zar- 
Idtt, Cary A,— Exact Inference for Continu- 
ous lime Markov Chain Models 
Methods for exact Bayesian inference under 
a uniform diffuse prior are set forth for the 
continuous time homogeneous Markov chain 
model. It is shown how the exact posterior dis- 
tribution of any function of interest may be com- 
puted using Monte Carlo integration. The solu- 
tion handles the problems of embeddability in 
a very natural way, and provides (to our knowl- 
edge) the only solution that systematically takes 
this problem into account. The methods are 
illustrated using several sets of data. Rev. Econ. 
Shut., Aug. 1966, 53(4), pp. 653-69. Duke 
Un iv ers i ty. 

Hamilton, James D. — A Standard Error for the 
Estimated State Vector of a State-Space 
Model 

The Kalman filter is an increasingly used tool 
in economics for models that can be expressed 
in state-space form. For empirical applications 
in which model parameters must be estimated 
from the data, the econometrician may wish 
to describe how for estimates of the state vector 
might be from true values. This paper motivates 
a standard error for the estimated state vector 
that takes into account both parameter and filter 
uncertainty. J. Econometric* , Dec. 1986, 33(3), 
pp. 387-97. University of Virginia. 

Sat, M a a w c i L. and Smith, Murray D.— 
Joint One-Sided Tests of Linear Regression 
Coefficients , . 

-This p a per aad d m the problem of testing 
whether a subset of regression coefficients are 
j w M rt y btso. arnmnf- T Immrlndgr of die coeffi- 
■ la nh ' tjgmu ff dris Imowiedge is ignored, tbe 
Ma dfo oed ratio, Wald, and Lagrange multiplier 


tests are each equivalent to the F-test, The 
authors propose a new test, which has an opti- 
mal power propert y and can be applied as a 
t- test. Empirical power comparisons with the 
power envelope, the F-test, and the exact one- 
sided likelihood ratio test show that the new 
test can have exceptionally good power over a 
wide range of the parameter space. J. Econo- 
metric*, Aug. 1988, 32(3), pp. 367-83. Monash 
University, Clayton, Australia; University of 
New South Wales, Kensington, Australia. 

Molinas, Cdsar — A Note on Spurious Regres- 
sions with Integrated Moving Average Errors 
The expected value of sample autocorrela- 
tions for Integrated Moving Average (IMA) pro- 
cesses can be well below unity. In that case, 
when testing for cointegration, it is shown that 
several test statistics related to these autocorre- 
lations have a very poor performance. Oxford 
Bull. Econ. Statist. , Aug. 1986, 48(3), pp. 279- 
82. Ministry of Economy and Finance, Spain 
and University of Barcelona. 

Moulton, Brent R. — Random Croup Effects 
and the Precision of Regression Estimates 
When explanatory variable data in a regres- 
sion model are drawn from a population with 
grouped structure, the regression errors are of- 
ten correlated within groups. Error-component 
and random-coefficient regression models are 
considered as models of the intraclass correla- 
tion. This paper analyzes several empirical ex- 
amples to investigate the applicability of ran- 
dom effects models and the consequences of 
inappropriately using ordinary least squares 
(OLS) estimation in the presence of random 
group effects. The principal findings are that 
the assumption of independent errors is usually 
incorrect and the unadjusted OLS standard er- 
rors often have a substantial downward bias, 
suggesting a considerable danger of spurious 
regression, J. Econometric*, Aug. 1966, 32(3), 
pp. 385-67. U.S. Bureau of Labor Statistics. 

Pagan, Adrian — Two Stage and Related Esti- 
mators and Their Applications 
This paper aims to provide a unified treat- 
ment of the pr o p e r ti es of two stage estimators. 
General conditions are set forth for consistency, 
efficiency, and correct inferences. Applications 
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of the general theorem* are made to model* 
with expectation* and diagnostic tests. The gen* 
end approach frequently enable* much simpler 
derivation of existing results, and provides a 
number of new ones. Rev. Econ. Stud. , Aug. 
1966, 53(4), pp. 517-38. Australian National 
University. 

Phillips, P, C. B. and Duriauf, S. N. — Multiple 
Time Series Regression with Integrated Pro- 
cesses 

This paper deveiopes a general asymptotic 
theory for processes that are integrated of order 
one. The theory includes vector auto regres- 
sions and multivariate regressions among inte- 
grated processes that are driven by innovation 
sequences that allow for a wide class of weak 
dependence and heterogeneity. Hie models 
studied cover cointegrated systems such as 
those studied by C. W. J. Granger and R. F. 
Engle and general linear simultaneous equa- 
tions systems with contemporaneous regressor 
error correlation and serially correlated errors. 
Problems of statistical testing are also studied. 
Rev. Econ. Stud., Aug. 1986. 53(4), pp. 473- 
96. Yale University. 

Powell, James L. — Symmetrically Trimmed 
Least Squares Estimation fra Tobit Models 
This paper proposes alternatives to maximum 
likelihood estimation of the censored and trun- 
cated regression models. The proposed estima- 
tors are based upon symmetric censoring or 
truncation of the upper tail of the distrilrution 
of the dependent variable. The estimators are 
semiparametric, in the sense that they are con- 
sistent and asymptotically normal for a wide 
class of (symmetric) error distributions with het- 
eroskedasticity of unknown form. The paper 
gives the regularity conditions and proofs of 
these large sample properties, demonstrates 
how to construct consistent estimators of the 
asymptotic covariance matrices, and presents 
the results of a simulation study for the cen- 
sored case. Eoonometrfca, Nov. 1986, 54(6), pp. 
1435*60. University of Wisconsin. 

Stoker, Thomas M. — Consistent Estimation of 
Scaled Coefficients 

This paper studies the estimation of coeffi- 
cients in index models, where the basic stochas- 


tic structure is unknown. Index models arise 
in many practical situations requiring modeling 
of limited dependent variables. A general con- 
nection between behavioral derivatives and co- 
variance estimators is established, which indi- 
cates how coefficients can be estimated up to 
scale using information on the distribution of 
the explanatory variables in the model. A sam- 
ple covariance estimator and an instrumental 
variables estimator are proposed. Also dis- 
cussed are asymptotic distribution theory and 
the bias in ordinary least squares regression 
coefficients. Economctrica, Nov. 1986, 54(6), 
pp. 1461-61. Massachusetts Institute of Tech- 
nology. 

Watson, Mark W. — Univariate Detrending 
Methods With Stochastic Trends 
This paper discusses detrending economic- 
time series when the trend is modeled as a 
stochastic process. It considers unobserved 
components models in which the observed se- 
ries is decomposed into a trend (a random walk 
with drift) and a residual stationary component. 
Optima] detrending methods are discussed, as 
well as problems associated with using these 
detrended data in regression models. The 
methods are applied to three time series: CNP, 
disposable income, and consumption expendi- 
tures. The detrended data are used to test a 
version of the life-cycle consumption model. 
J. Monet. Econ.. July 1986. 18(1), pp. 49-75. 
Harvard University and National Bureau of 
Ecunonilc Research. 

West, Kenneth D. — Full- versus Limited-In- 
formation Estimation of a Rational-Expecta- 
tions Model: Some Numerical Comparisons 
This paper compares numerically rite asymp- 
totic distributions of parameter estimates and 
test statistics associated with two estimation 
techniques: (1) a limited information one, which 
uses instrumental variables to estimate a single 
equation and (2) a full information one, which 
uses a procedure asymptotically equivalent to 
maximum likelihood to simultaneously estimate 
multiple equation*. It is found that: (1) fid in- 
formation standard errors are only mo d erately 
smaller than limited information s t an d ard er- 
ror* and (2) when the model is mtwp e cffi a d. 
foM taformatiyt tests tend to be more powetM, 
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and it* parameter estimate* tend to -be more 
bteaed . }. Economet ric* , Dec. 1966, 33(3), pp. 
667*65, Prince t on University. 

Sit C— trealtoe, aaatyris, and me of econometric 

Bartifc, Timothy J. — The Estimation of De- 
mand Parameters in Hedonic Price Models 
This paper shows that the econometric prob- 
lem of estimating hedonic demand parameters 
is not a standard identification problem caused 
by demand-supply interaction, as has been of- 
ten assumed. Estimation procedures based on 
this assumption lead to biased results. The he- 
donic estimation problem is instead caused by 
the endogeneity of both prices and quantities 
when households face a nonlinear budget con- 
straint. An instrumental variables solution to 
dlls problem is suggested using instruments 
that exogenously shift the budget constraint. 
J. Pottt. Earn., Feb. 1987, 85(1), pp. 81-88. 
Vanderbilt University. 

Bean, Charles R. — The Estimation of “Sur- 
prise" Models and the ‘Surprise” Consump- 
tion Function 

The first part of the paper outlines a simple 
method for estimating a class of models in which 
“ sur p rises ” appear and expectations are formed 
rationally. The second port of the paper applies 
the method to R. E. Hall’s random walk model 
of contort) ptioa, which is extended to allow for 
stochastic interest rates and for leisure and gov- 
ernment spending to be substitutes for private 
spending. Approximate restrictions due to the 
rational expectations hypothesis are derived but 
they are marginally rejected by the data. The 
ability of the Me cycle with rational expectations 
model to encompass alternative models is also 
evaluated. Rev. Earn. Stud., Aug. 1966, 53(4), 
j*>. 497-516. London School of Economics. 

Butwh, Steven T. and MoCarl* Bruce A. — 
SmaB Sample Evaluation of Mean-Variaoce 
Production Function Estimators 
Production functions have been shewn to be 
ussfcl for rh a rac S eriT iag input elects on both 
the mean and v ari a bifi ty of yield. Monte Carlo 
wpetimt'irtsaro used here to investigate small 
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production function estimators. Estimation effi- 
ciency in the mean is found to improve with 
iteration on the mean and variance compo- 
nents. Although efficiency in the variance is 
greatest at die first stage, bias in the variance 
diminishes through at least the second stage. 
These effects are influenced by the degree and 
sign of heteroscedasticity and by sample size. 
Amer. J. Agr. Econ . , Aug. 1986, 68(3), pp. 738- 
38. Oregon State University; Texas AArM Uni- 
versity. 

Chetty, V. K. and Heckman, J. J.— A Dynamic 
Model of Aggregate Output Supply, Factor 
Demand and Entry and Exit for a Competi- 
tive Industry with Heterogeneous Plants 
This paper presents a dynamic model of entry 
and exit of firms and plants of firms in a competi- 
tive industry with heterogeneous productive 
units. The model generalizes H. S. Houthak- 
ker's Cobb- Douglas model to a dynamic setting 
with firm investment. The model does not just- 
ify conventional representative firm approaches 
to modeling aggregate production technology. 
Unlike conventional rigid lag models, the de- 
rived lag structure in this model depends on 
the economic history of the industry. Nonethe- 
less, the model is empirically tractable. Esti- 
mates of the model on U.S. data indicate that 
the framework can account for empirically im- 
portant aspects of industry dynamics of fiictor 
demand and output supply. J. Econometrics. 
Oct. /Nov. 1986, .33(1/2), pp. 237-62. Indian 
Statistical Institute, New Delhi; University of 
Chicago. 

Chong, Yock Y. and Hendry, David F , — 
Econometric Evaluation of Linear Macro- 
Economic Models 

In so far as they claim to represent economic 
behavior, empirical macroeconomic systems are 
open to direct evaluation and testing against 
data information. Since system characteristics 
are the prime concern of economy-wide mod- 
els, it mifdtt be the case that the validity of 
every individual component is not essential to 
adequate overall performance. A new "limited 
information” test of forecast encompassing is 
proposed, based only on forecasts and requiring 
no other data from a model’s proprietors. The 
derivation, merits, and drawbacks of such a teat 
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are presented together with some suggestions 
for testing entailed relationships and interequa- 
tion feedbacks. Rev. Earn. Stud . , Aug. 1966, 
53(4). pp. 671-90. Nuffield College, Oxford 
University. 

Despotalds, Kostas A. — Economic Perfor- 
mance of Flexible Functional Forms: Impli- 
cations for Equilibrium Modeling 
Flexible functional forms are well behaved 
over restricted regions — the outer domain — 
and constitute “good” approximations of a hy- 
pothetical true technology (set of preferences) 
over only a subregion of the outer domain — 
the inner domain. Comparison of such forms 
has been made in terms of outer domain. Ide- 
ally. it should also cover the inner domain. By 
definition, however, the inner domain is un- 
quantiftable. Instead, functions representing 
producer technology (consumer preferences) 
can be characterized and compared in terms 
of what is called in this paper economic perfor- 
mance. Focusing on the producer side, the au- 
thor demonstrates that relative differences and 
associated implications for equilibrium model- 
ing can be substantial. Europ. Earn. Rev. , Dec. 
1986, 30(6), pp. 1107-43. University of Califor- 
nia, Berkeley. 

Carrod, Peter V. and Roberts, Roland K. — 
Prices as Proxies for Prices 
It is unusual for the precise price data re- 
quired by economic theory to be available, and 
as a result, many applied studies use informa- 
tion on regional or average prices as proxies 
for the specific prices required. The use of one 
price as a proxy for another, however, intro- 
duces all die problems associated with the use 
of proxy variables into the analysis; and these 
problems may persist, particularly those associ- 
ated with specification errors, even if die proxy 
is highly correlated with die true variable. It 
is possible, however, to minimize the impact 
of specification errors by adding additional vari- 
ables. A mar. J. Agr. Econ., Aug. 1966, 68(3), 
pp. 626-33. University of Hawaii; University 
of Tennessee. 

Granger, ON W. J.— Developments in the 
Study of Cointegrated Economic Variables 


A pair of series are called cointegrated if they 
have identical long-ron components. It follows 
that they may be thought of as being generated 
by an error c or recti on , partly driven by the 
extent to which the series are out of equilib- 
rium. A number of interesting consequences 
arise with dear economic interpretations. The 
paper discusses a number of generalizations of 
die concept, to many dimensions, time-varying 
parameters and nonlinear models. Oxford Bull. 
Earn. Statist., Aug 1966, 48(3), pp. 213-28. 
University of California, San Diego. 

Halt, S. C . — An Application of the Granger & 
Engle Two-Step Estimation Procedure to 
United Kingdom Aggregate Wage Data 
In this paper the Granger and Engle two- 
step procedure is used in the estimation of an 
aggregate wage equation for the United King- 
dom, which incorporates a term in the expected 
rate of price inflation. Typically, when such a 
term is included and standard econometric 
techniques are used on U.K. data, the value 
of the parameter on expected prices is quite a 
lot larger than unity. The use of the two- stage 
estimation technique will be seen to produce 
a set of parameter estimates that is much closer 
to the a priori expectation. Oxford Bull. Earn. 
Statist.. Aug. 1966, 48(3), pp. 229-39. National 
Institute of Economic and Social Research, 
London. 

HariHa,. Michael and Kopp, Raymond J.— 
Testing for Separable Functional Structure 
Using Temporary Equilibrium Models 
The importance that functional structure 
plays in the analysis of producer behavior is 
well known and responsible for the empirical 
tests of input se p arabi l ity hypotheses found in 
the contemporary literature. Unfortunately, to 
our knowledge all such tests have been con- 
ducted under the maintained assumption of foil 
factor input equilibrium. In this paper the au- 
thors propose and implement a method for test- 
ing functional structure hypotheses when the 
behavioral units are permitted to be in dteequi- 
hbrium. The results of this more general test 
provide less support for the existence of input 
separability to two-digit lu uu uforturing due 
ptcivnwvy ttporoo oy iw-w® won «ms 
■naming foffi equilibrium. /. Ea uosw irto, 
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Oct, /Nov, 1866, 33(1/2.), pp, 119-41 Resources 
far tie Future, Washington, D.C. 

Heodry, David F. — Econometric Modelling 
with Cointegrated Variables; An Overview 
This overview introduces a special issue on 
cointegration and die existence of long-run eco- 
nomic relationships. The concepts of integra- 
tion and cointegration are discussed against the 
historical background of research on spurious 
regre s sions. Modeling issues concern the fitting 
of Static regressions to cointegrated data series; 
the associated testing theory; testing for unit 
roots; and fitting error correction models. The 
problems of autocorrelation corrections and 
m u Iticollinearity are reviewed, as is the dimen- 
sionality issue for relating stocks and Bows. A 
brief description is provided of the other papers 
in die special issue. Oxfod Bull. Econ. Statist . , 
Aug. 1986, 48(3), pp. 201-12. Nuffield College. 
Oxford University. 

LaFrance, Jeffrey T. — The Structure of Con- 
stant Elasticity Demand Models 
Applied agricultural economics extensively 
uses the demand model with constant price and 
income elasticities. This paper analyzes the 
structure of incomplete systems of constant 
elasticity demand functions, demonstrating a 
duality theory analogous to that for complete 
systems. This theory permits recovery of that 
portion of direct and indirect preferences per- 
taining to goods of interest. One can calculate 
exact welfare measures for income and price 
changes of these goods. For an incomplete sys- 
tem of constant elasticity demands, Slutsky 
symmetry restrictions for integrality are pre- 
sented and the implied structure of direct and 
indirect preferences of prices and goods of in- 
terest is derived. Amer. J. Agr. Econ. , Aug. 
1986, 68(3), pp. 543-52. Montana State Univer- 
sity. 

Lee, Lung-Fei — The Specification of Multi- 
■uurket Disequilibrium Econometric Models 
The specifications of multi-market disequi- 
hbrfom econometric models are clouded with 
iftwst notions of dfeetive demand. This pa- 
per points eat that the specification of such 
models for econometric analysis can be 
4wi ^ ree d from the faerie concept of bed price 
equilibrium and without the use of the concepts 


of effective demand. The specifications of T. 
lto and C. J. J. Gourieroux, J. J. Laffont, and 
A. Monfort ore justified within this framework. 
With proper stochastic elements introduced in 
the system, the derived likelihood function 
from this approach does not involve multiple 
integrals and is computationally tractable for 
models with many markets. J. Econometrics, 
Aug. 1986, 32(3), pp. 297-332. University of 
Minnesota. 

Lee, Lung-Fei and Pitt, Mark M. — Micro- 
economctric Demand Systems with Binding 
Nonnegativity Constraints: Hie Dual Ap- 
proach 

This paper considers the problem of specify- 
ing and estimating demand systems for samples 
that contain a significant proportion of obsreva- 
tions with zero purchase or consumption of one 
or more goods. This approach uses virtual 
prices, which are dual to the Kuhn-Tucker con- 
ditions, to select the set of goods consumed — 
the demand regime — and to transform binding 
nonnegativity constraints into nonbinding con- 
straints. It has the advantage of permitting the 
use of indirect cost and utility functions such 
as the translog and the analytic decomposition 
of demand effects for goods at the nonnegativity 
limit. Econometrica, Sept. 1986, 54(5), pp. 
1237—42. University of Minnesota. 

Mullahy, John — Specification and Testing of 
Some Modified Count Data Models 
This paper explores the specification and test- 
ing of some modified count data models. These 
alternatives permit more flexible specification 
of the data-generating process than do familiar 
count data models, and provide natural means 
for modeling data that are over- or under-dis- 
persed. In the cases considered, the familiar 
forms of the distributions result as parameter- 
restricted versions of the modified distribu- 
tions. Accordingly, score tests of the restrictions 
that use only the ML estimates of the standard 
models are proposed. The specification tests 
of J. A. Hausman and H. White are also consid- 
ered. An example using survey microdata on 
beverage consumption is presented. J. Econo- 
metrics, Dec. 1966, 33(3), pp. 341-65. Yale 
University and Resources for die Future, 
Washington, D.C. 
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NaJk, Copal and Leuthoid, Raymond M. — A 
Note on Qualitative Forecast Evaluation 
Traditionally, die 2x2 contingency table 
method has been used for qualitative evaluation 
of forecasts. However, the conclusions drawn 
based on this method could be misleading be- 
cause it does not account for the direction of 
the turning or no turning points. A 4 x 4 contin- 
gency table, which overcomes this weakness 
and which gives more information on the quali- 
tative performance of the forecast, is suggested. 
Amer. J. Agr. Econ., Aug. 1986, 68(3), pp. 721- 
26. University of Illinois. 

Prucha, Ingmar R. and Nadiri, M. Ishaq — A 

Comparison of Alternative Methods for the 
Estimation of Dynamic Factor Demand Mod- 
els under Non-static Expectations 
Several approaches to the formulation and 
estimation of dynamic factor demand systems 
under nonstatic expectations on the exogenous 
variables in the firm’s decision process have 
been suggested. Among those approaches there 
are trade-offs in terms of statistical and compu- 
tational efficiency, the generality with which 
the technology and the expectation-formation 
process can lie specified, and informational re- 
quirements. This paper analyzes the trade-offs 
among three alternative approaches in terms 
of their statistical and computational efficiency 
within the context of a Monte Carlo experi- 
ment. J. Econometrics, Oct. /Nov, 1986, 33(1/2), 
pp. 187-211. University of Maryland; New York 
University. 

Weissenberger, Edgar; Muller-Brock hausen, 
Cerd and Welidi, Heinz — A Factor Demand 
Model with Quasi-fixed Factors and Rational 
Expectations 

A dynamic model of factor demand is pre- 
sented within which the rationality of output 
and price expectations is tested. The model is 
estimated using yearly U.S. manufacturing 
data. Testing the overidentifying restrictions for 
Model A, these restrictions have to be rejected 
at the 0.01 significance level. After dropping 
the variable factor demand function the, REH 
restrictions are rejected at the 0.06 level. Sub- 
sequently, the temporal response of capital and 
labor to output and price innovations is traced, 
In three out of four cases these responses reach 


their maximum effects only after three to five 
years. /. Econ. (Z. Nationaldkon), 1986, 46(2), 
pp. 123-42. CiSi- Wharton Econometric Fore- 
casting Associates, Frankfurt; University of 
Bonn; University of Bonn. 

Whiteman, Charles H. — Analytical Policy De- 
sign under Rational Expectations 
The formulation of optima) policy in linear 
ratkmal expectations models is studied using 
methods analogous to the classical design tech- 
niques utilized in linear systems engineering. 
The use of frequency-domain, Wiener-Hopf 
methods makes it u simple matter to account 
for the effects of alternative "regimes” on expec- 
tations. The solution to the problem is a closed 
form expression for the decision rule of the 
dominant player in a particular type of linear- 
quadratic dynamic game. Econometrics, Nov. 
1986, 54(6), pp. 1387-1405. The University of 
Iowa. 

213 Mathematical Methods and Models 
Evans, George W. — Selection Criteria for 
Models with Non-uniqueness 
Three objections arc considered to the use 
of B. T. MtCallum's rules for picking the mini- 
mal state set solution in rational expectations 
models with multiple equilibria. It is shown 
that these difficulties can In- resolved using the 
concept of expectations! stability as a selection 
criterion. )■ Monet. Econ.. Sept. 198ft, 18(2), 
pp. 147-57. Stanford University. 

Fishbura, Peter C. — Implicit Mean Value and 
Certainty Equivalence 
Past notions of mean value include expected 
values, the quasffinear mean, and Chew’s 
weighted quasilinear mean. This paper axioma- 
ttzes a generalized mean value defined implic- 
itly for each probability' measure on the real 
numbers. The relationship between this mean 
and certainly equivalence for nontransitive and 
nonlinear utility theory is discussed. Econo - 
metrica. Sept. 1986, 54(5), pp. 1197-1206. 
AT&T Bell Laboratories, Murray Hill. New 
Jersey. 

US Ex ps Hw a tal Ktmmmk Mathads 
Bid, five; Sds e t ter , Andrew and Wdgdt, 
Keith — Tournaments and Piece Ratos: An 
Experi m ental Study 
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liia paper presents an experimental exarai- 
tten of rank-order tournaments and piece 
ee. Ten experiments were run employing 
ideot volunteers. While, in general, the 
•acflbrt levels chosen by subjects converged 
their theoretical equilibrium levels in both 
> piece rate and symmetric tournament ex- 
rtatents, a large variance whs observed for 
rank-order tournaments, and this variance 
rxisted despite a number of different touroa- 
arts. Hie variance in the piece rate experi- 
nt was quite small. In the one asymmetric 
imminent, it was observed that while the 
an effort level of “advantaged” subjects con- 
"ged toward its theoretic equilibrium level, 
i mean effort level of disadvantaged subjects 
Mined above their equilibrium level. J. to- 
Earn., Feb. 1987, 95(1), pp. 1-33. New 
rk University. 

Economic and Social Statistical Data and 
Analysis 

National Income Accounting 
jeeuw, Frank — An Indirect Technique for 
Measuring the Underground Economy: A 
iote on Revised Data 

, recently introduced technique for measur- 
tbe underground economy is based on com- 
ing, for selected indicators, industries in 
ich much underground activity is thought 
ake place (such as construction) with other 
ustries. Application of the technique to U.S. 
onal income before the comprehensive 1985 
isioo suggested some understatement of 
wth from 1949 to 1982. Hie present study 
uunines U.S. data after die 1985 revision, 
h featured sizable new adjustments for un- 
sporting of proprietors’ income. The reexa- 
wtioo suggests that the revision substantially 
need understatement of growth, to a rate 
significantly different from zero. Sure. 
r. But., Sept. 1966, 66(9), pp. 21-22. Bu- 

of Economic Analysis, U.S. Deportment 
Commerce. 



ad, Taldfr-A More Powerful Method for 
riangnlariafag Input-Output Matrices and 
tejBhnilarity of ProductkassStriKhires 
vmgmprr oneim cno ivpes vac pwvww 


triangularizadon method, which is based on a 
permutation theorem deriving from the inter- 
change of adjoining two industrial groups, into 
that among three Industrial groups (Theorem 
2). The new algorithm based on Theorem 2 is 
demonstrated by actually computing the subop- 
timal Orderings for the four input-output ta- 
bles for such more-developed countries as the 
United States, Italy, Norway, and japan, and 
the two tables for such less-developed countries 
as India and Korea. The empirical results sup- 
port die similarity of hierarchical structures of 
production among these countries. Economt- 
trica, Nov. 1986, 54(6), pp. 1425-33. Osaka In- 
dustrial University, Japan. 

224 National Wealth and Balance Sheets 

Iindert, Peter H. — Unequal English Wealth 

since 1670 

New data on probated wealth, landowner- 
ship, debts, and occupations extend the view 
of the distribution of English wealth back from 
1911 to 1670. There were widening gaps in 
mean Wealth between the top landed-plus-mer- 
chant classes and the middle classes across' the 
Industrial Revolution century. Size distribu- 
tions for individual assets also widened. So did 
those for income or total wealth (including hu- 
man). But nonhuman net worth did not become 
more unequal because of important shifts in 
the land share. All inequality measures before 
1914 exceeded all those since 1950. The esti- 
mates illuminate classical theories of distribu- 
tion. J. Polit. Earn., Dec. 1966, 94(6), pp. 
1127-62. University of California, Davis. 

226 Productivity Growth: Theory and Data 

Boyce, James K. — Kinked Exponential Models 

for Growth Rate Estimation. 

A continuous, kinked model for the estima- 
tion and comparison of subperiod growth rates 
is presented. Such models eliminate the “dis- 
continuity bias” inherent in the conventional 
method of independently estimating growth 
rates for each subperiod and, hence, provide 
a better basis for intertemporal and cross-sec- 
tional comparisons. Oxford Bull. Eeon. Statist . , 
Nov. 1966, 48(4), pp. 386-91. University of 
Massed) ussets at Amherst. 
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380 Donatio Monetary end Fisc*} 
Theory end In stitutions 

310 Domestic Monrut and Financial Thsobt 

and I ns tit u tions 

Dint, Lambsrto — Towards a European Inte- 
grated Financial Market 
Hie paper reviews innovation in financial 
markets in recent years and discusses related 
policy issues, notably the increased complexity 
of risk management and control by intermediar- 
ies and private agents, the revisions required 
in regulatory and supervisory structures, the 
consequences of innovation for the effectiveness 
iff monetary policy. The ongoing process of lib- 
eralization of capital movements in Europe is 
then discussed. Differing prudential regulations 
and controls of financial markets and intermedi- 
aries are seen as obstacles to foil financial inte- 
gration, to be overcome through a combination 
of institutional harmonization and the mutual 
recognition of the different operating features 
and techniques. Banco Naz. Lavoro Quart. 
Rev., Dec. 1986, (159), pp. 377-89. Bank of 
Italy, Rome. 

Wilson, J. S. G. — A Money Market for Thai- 
land? 

Following an outline of money market pre- 
requisites and of the Thai banking and financial 
system, this article examines present arrange- 
ments — the interbank market, the role of the 
Bank of Thailand and its open market operations 
(based on repurchase agreements), the limited 
role of Treasury bills and the Transferable Cer- 
tificate of Deposit, and die possible use of bank- 
ers’ acceptances and the new Cltinote, Refer- 
ence is also made to the Asian dollar and 
currency markets. Finally, foe article considers 
how best to develop farther the money market 
in Thailand. Banco Naz. Lavoro Quart. Rev . . 
Sept. 1986, (158). pp. 299-317. University of 
Hull. 

311 Domestic M at te r y and Financial Hoary and 
Policy 

Andersen, Torfaen M. — Differential Informa- 
tion and the Bole for an Active Stabilisation 
Policy 

The paper considers foe possibility of pursu- 
ing a systematic mo net ar y policy to overeoeie 


foe coordination problems arising when agents 
have di ffer en tial information. It is shown that 
a monetary feedback rule involving current 
feedback, but no prospective fee db ac k , can 
eliminate foe. information problem by making 
foe implications of foe differential in formation 
immaterial for real allocations. The paper also 
considers a private indexation scheme as a sub- 
stitute for monetary policy, and it is shown that 
they differ since indexation on currently known 
variables is neutral. Indexation of a prospective 
nature is, however, equivalent to a prospective 
feedback to the money supply. Economica, 
Aug. 1966, 53(211), pp. 321-38. University 
of Aarhus, Denmark. 

Barnett, William A.; Hfnich, Melvin J. and 
Weber, Warren E. — The Regulatory Wedge 
between foe Demand-Side and Supply-Side 
Aggregation-Theoretic Monetary Aggregates 
William A. Barnett introduced foe use of neo- 
classical demand-side aggregation theory into 
monetary economics. More recently he has in- 
troduced supply side aggregation theory into 
monetary economics. It is shown that the de- 
mand-side and supply-side exact monetary ag- 
gregates need not be equal, even if aggregation 
is over the same component assets on both sides 
of the market and if all component-asset mar- 
kets are cleared. The nonpayment of interest 
on required reserves produces a classical regu- 
latory wedge between the two sides of foe ag- 
gregate market. Time-series methods, includ- 
ing a new Hilbert transform method, are used 
to investigate the empirical importance of fob 
aggregate gap. J. Econometrics, Oct/Nov. 
1986, 33(1/2), pp. 165-85. University of Texas; 
University iff Texas; Federal Reserve Bank of 
Minneapolis. 

Bradley, Michael D. and Jansen, DmabW. — 
Deposit Market De regulation and Interest 
Rates 

The existence of high interest rates during 
the current period of financial deregulation has 
led some to argue that deregulation has caused 
interest rates to rise. In fob pap e r foe authors 
analyse an important aspect of fob assertion. 
In particular, they examine foe impart of de- 
posit market deregulation (as manifest by re- 
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on 1 wpUctt d fl p o i it rates) on dr* 
posit and loan rates and find that appro pri ate 
consideration of oompct i bvcly determined im- 
plicit interest payments no deposits leads to 
the oonchoioa that deposit market deregulation 
lowers loan and total {implicit phis explicit) de- 
posit rate*. Southern Eoon.J., Oct. 1966, 55(2). 
pp. 478*80. George Washington University; 
Texas A&M University. 

Corned, Bradford and French, Kenneth R. — 
Commodity Own Rates, Real Interest Rates, 
and Money Supply Announcements 
This paper develops a measure of die real 
interest rate that is based on commodity own 
rates— -the Tate at which one can contract to 
exchange units of a commodity today for units 
of the commodity in the future. This measure 
is used to study the impact of money supply 
announcements on die real interest rate. The 
authors find that money shocks have little effect 
on one- and three-month real interest rates. 
However, there is a strong positive relation be- 
tween money shocks and six- and twelve-month 
real interest rates. J. Monet. Earn . , July 1986, 
18(1), pp. 3-20. University of California, Los 
Angeles; University of Chicago. 

Culbertson, W. Patton, Jr. and Koray, Fade — 
Interest Rates, die Forward Premium, and 
Unanticipated Money 

This paper examines why interest rates rise 
when the Federal Reserve announces a money 
supply greater than anticipated and explains 
this phenomenon by a rise in the real interest 
rate. This differs from previous works based 
on the assumption of sticky prices by introduc- 
ing a flexible price model. It is shown that a 
negative correlation between the forward pre- 
mium on foreign exchange and an unanticipated 
increase in the announced money supply im- 
plies a rise to die real interest rate and, hence, 
a rile in nbmtoH interest rates. This implication 
is tested for five bilateral exchange rates. Sup- 
porting e vi d enc e is found. Southern Econ. J., 
Oct 1986, 53(2). pp, 390-96. Louisiana State 
Vaii«ri%.- 

• ** W .i ' ■ 'i , „ 

C w tb bn tf sen , Kehh Price Expectations arid 
Lags to the Desanllbr Money 
-ltd p a per dash wNfc the testing of expecta- 
tions, adjustment, and structural parameters in 


the context of studies of the demand for money. 
The nominal partial adjustment mode) is shown 
to impose a "steady state” inflation effect, but 
tests of the hypothesis frequently fofl to take 
adequate account of autocorrelation and expec- 
tations about the price level. The autoregres- 
sive distributed-lag (ADL) approach allows a 
test of inflation effects, but if agents use rational 
expectations the steady state solution of die esti- 
mated ADL equation may be misleading. In 
an equation with future expectations variables 
or an ADL equation containing expectations 
variables, it is possible to identify and test ex- 
pectations, adjustment, and structural parame- 
ters. Scott. J. Polit. Econ., Nov. 1986, 33(4), 
pp. 334-54. University of Newcastle upon 
Tyne. 

Dutkowsky, Donald H. and Atesogiu, H. Son- 
nies — Unanticipated Money Growth and Un- 
employment; Post-Sample Forecasts 
This paper examines one year ahead forecasts 
of the original and modified Barro unemploy- 
ment equations for the 1974-84 period. One 
year ahead predictions indicate that the equa- 
tions accurately forecast unemployment for 
1974-79. During 1980-84, both equations suf- 
fer significant structural breakdown and syste- 
matically underpredict unemployment. Aug- 
menting the Barro equations with interest rate 
volatility considerably improves the model’s 
forecasting ability throughout and rectifies the 
structural Instability. The augmented equations 
also uphold much of the conclusions of the 
previous Barro work. The results indicate a 
promising direction for improving the Barro 
unemployment equations. Southern Econ. 
J., Oct. 1966, 53(2), pp. 413-21. Syracuse 
University; Clarkson University, Potsdam, New 
York. 

Eden, Benjamin— Trading Uncertainty and the 
Cash-tn- Advance Constraint 
It is argued that when money and bonds are 
distinct and money yields a lower rate of return, 
die quantity of private bonds that is exchanged 
for money is a signal for demand in the near 
future. Therefore, co mp et itiv e price setters 
who observe transactions in the capital market 
wiS find it easier to quote prices when money 
and bonds are distinct, relative to the case in 



which money tuid bonds are perfect substitutes. 
In the example analysed, imposing a cash-in- 
advance constraint leads to fewer price-setting 
mistakes and to a Pareto improvement. /. 
Monet. Econ., Nov. 1986, 18(3), pp. 286-93. 
University of Iowa. 

Evans, Paul — Interest Rates and Expected Fu- 
ture Budget Deficits in the United States 
It is widely believed that larger budget defi- 
cits — whether occurring in the past or present 
or expected to occur in the future — spell higher 
interest rates. Using three statistical tech- 
niques, this paper presents evidence inconsis- 
tent with this belief. Ricardian equivalence may 
explain why larger budget deficits are not asso- 
ciated with higher interest rates./. Palit . Econ . , 
Feb. 1987, 95(1), pp. 34-58. University of 
Houston. 

Foster, Gladys Parker — The Endogeneity of 
Money and Keynes’s General Theory 
The article refutes the monetarist position 
that the quantity of money is exogenously deter- 
mined, shows how Keynes's presentation of 
money as exogeneously determined provided 
a rationale for attacks on The General Theory , 
and demonstrates that only an endogenous the- 
ory of money is consistent with Keynes's central 
thesis on income and employment. Hie nature 
of the relationship between saving and invest- 
ment posited by Keynes requires the creation 
of credit, i.e., money, for financing investment. 
The approach of the article is largely theoreti- 
cal, but draws upon the empirical literature as 
a check on the theory. /. Econ. Issues, Dec. 
1966, 20(4), pp. 953-68. University of Colo- 
rado, Denver. 

G r e en fi el d, Robert L. and Yeager, Leland 
B. ---Money and Credit Confused: An Ap- 
praisal of Economic Doctrine and Federal 
Reserve Procedure 

Money's disttnctfeenessas die medium of ex- 
change places the money stock outside the 
realm of ordinary supply-and-detnand analy- 
sis. The portrayal of die quantity of money as 
a supply-end-demand-determinod magnitude 
does not merely “perpetuate the ancient confu- 
sion betw e en money and credit." to quote Karf 


Brunner. It actually identifiet the demand for 
rooney with the demand for credit Neverthe- 
less, much of the literature on monetary policy 
portrays the quantity of money in just this fash- 
ion. Indeed, the erroneous doctrine forms the 
cornerstone of Federal Reserve operating pro- 
cedure, setting the stage for perverse changes 
in the quantity of money. Southern Econ. }., 
Oct. 1986, 53(2), pp. 364-73. Fairleigh Dickin- 
son University; Auburn University. 

Hansson, Ingemar and Stuart, Charles — The 

Fisher Hypothesis and International Capita) 

Markets 

In a closed economy with interest taxes at 
rate t and with a constant real net rate of inter- 
est, the nominal rate of interest should rise by 
1/(1 - t) points for every point rise in the ex- 
pected rate of inflation. However, a large body 
of empirical work examines the determinants 
of nominal interest rates and generally finds 
that the coefficient of expected inflation is dose 
to or less than one. The authors model the de- 
termination of interest rates in an open econ- 
omy with taxes. Under plausible conditions, in- 
creases in inflation cause die nominal interest 
rate to rise roughly point for point. This sug- 
gests that open-capital-market considerations 
are central for understanding aggregate eco- 
nomic behavior. /. Polit. Econ.. Dec. 1986. 
94(6), pp. 1330-37. University of Lund. Swe- 
den; University of California, Santa Barbara. 

Hayalcawa, Hirould — Intertemporal Optimiza- 
tion and Neutrality of Money in Growth Mod- 
els 

This paper examines the question of the non- 
neutrality of money in normative monetary 
growth models in which the desired paths of 
consumption and asset accumulation are de- 
rived from intertemporal optimization consider- 
ations. With the inflation rate determined from 
the requirement that the ex ante excess flow 
demand for goods be closed partially or com- 
pletely by die price adjustment, it is shown 
that the neutrality of money in such models is 
Invariant to the differences between the neo- 
classical and the Keynea-WjckselUan m ar k e t 
structures. /. Monet. Econ., Nov. 1986, 18(3). 
pp. 323-28 University «f Georgia; Nagoya 
Cakuin Un bfs ity, Seto, japan. 
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. fiMa« Zy Bwf b e rg, AmM — 

Contrail indexes data tine 6odoocnie mon6- 
tttbre {Indexed Contracts in a Monetary Econ- 

«*y) 

This paper fa devoted to a systematic analytic 
of indexed contracts in a monetary economy. 
Using an overlapping g e n eratio n model, it as- 
sumes successively perfect and im perfect infer- 
matiofa about random disturbances affecting the 
economy. Beyond the traditional distinction be- 
tween real and monetary shocks, the emphasis 
is put on distributive neutrality of money and 
on the degree of persistency of various shocks. 
It results from the paper that the contractual 
degree, of indexation, far from being structural 
as assumed in Keynesian models, is related to 
economic policy parameters. Ann. Earn. Sta- 
tist., Apr.yjune 1986, (2), pp. 147-63 (French). 
University of Parfa-I. 

Kohst, Meir — Monetary Analysis, the Equilib- 
rium Method, and Keynes's “General The- 

M 

ary 

Compared with the work of his contemporar- 
ies, Keynes's General Theory represented a 
radical change in theoretical method — from se- 
quence analysis to the method of equilibrium. 
The nature of this change is discussed, together 
with its implications for the substance of 
Keynes's message and for the subsequent de- 
velopment of macroeconomics. J. PoUt. Earn., 
Dec. 1966. 94(6), pp. 1191-1224. Dartmouth 
College. 


Lavoie, Mare — Systemic Financial Fragility; A 
Simplified View 


The paper provides a simple model of four 
equ al Ho n s , which allows one to Int er pret the 
complex financial-fragility hypothesis of H. F. 
Minsky within a macroeconomic setting. The 
medMAmiwbe^accelerattagcmwtii rates may 
lend to heavier Beverage ratios and higher profit 
margins. The latter is then related to acoel- 
esattng frifiatfcm, with or wit h out a feedb a ck 
mechanism baaed on the notion of a conven- 


tional fair income share. This, in turn, ex- 
plains why investment booms 'mao' lead to 
Ugh Mere* r stes.afthnngfr the money supply 
faatrfa^ endogenous./. Poet Keyn mt en Eoon . , 
1866-87, 9(2), ppj fflW-66, ^University 



Ottawa. 


Loderer, Ctowdfcn Lys, Themes aac 
S ch w e i xe r, Urn— Daily Monetary Impulses 
and Security Prices 

This paper uses Swiss data to study the rea 
kmg-run effects of monetary policy. Daily unex- 
pected changes in the monetary base are found 
to be negatively correlated with security price 
changes. This result is unaffected when, implic- 
itly following Robert Geske and Richard Roll 
(1983), the authors try to measure the autono- 
mous component of monetary policy by taldn 
into account a reaction function of monetary 
policy to changes in real variables. /. Monet. 
Earn., July 1986, 18(1), pp. 33-47. Purdue 
University; Northwestern University; Bflhler 
Bros. Ltd., Uzwil, Switzerland. 


Lubrsno, M. and Pierre, R. G. and Richard, 
J.-F. — Stability of a U.K. Money Demand 
Equation: A Bayesian Approach to Testing 
Exogeneity 

The paper analyzes an M3 demand for money 
equation for the United Kingdom. Attention 
is paid to the policy change that occurred in 
1971 with the introduction of the measures 
known as Competition and Credit Control. 
Classical and Bayesian single-equation instru- 
mental variables procedures are developed to 
investigate the exogeneity of the short-term in- 
terest rate and the constancy of die parameters 
of the underlying relationships. The parameters 
of the short-term equation have changed as 
well as the exogeneity status of the interest rate 
variable but die parameters of the long-term 
equation appear to be less affected by the 
policy change. Rev. Econ. Stud.. Aug. 1986, 
53(4), pp. 603-34. GREQE, University of Aix- 
Marseihe; University of Cambridge; CORE, 
Catholic University of Louvain. 

McCafferty, Stephen — Aggregate Demand and 
Interest Rates; A Macroeconomic Approach 
to the Term Structure 

This paper develop# a model in which the 
term structure of interest rates obtains as an 
equilibrium outcome of the interactions of 
firms, households, and rationally info rmed 
s pec u l ato rs. Exogenous disturbances whose im- 
pact effects fall only to the market for short- 
term bonds generate equilibrium movements 
tn the yield on long term bonds and the level 
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of investment (pending In the cue of risk* 
averse (peculators, a purely transitory, unan- 
ticipated shock to the money supply generates 
a long distributed-lag effect on the level of ag- 
gregate demand. Econ. Inquiry, Oct. 1086, 
24(4), pp. 521-33. Ohio State University. 

McGibany, James M. and Nourzad, Farrokh — 
Interest Rate Volatility and the Demand for 
Money 

This article provided evidence that Interest 
rate volatility exerts a direct influence on money 
demand. This implies that money demand may 
have been one of the channels of influence 
through which increased interest rate volatility 
adversely affected aggregate demand and. 
therefore, output since 1979. In addition, the 
effects of anticipated and unanticipated volatil- 
ity on money demand were found to be insepar- 
able. Quart. Rev. Earn. Bus.. Autumn 1986, 
26(3), pp. 73-83. Manjuette University. 

Merrick, John J., Jr. and Saunders, Anthony — 
International Expected Real Interest Rates: 
New Tests of the Parity Hypothesis and U.S. 
Fiscal Policy Effects 

This paper investigates the links among ex- 
pected real interest rates across countries and 
also those between international expected real 
interest rates and U.S. fiscal policy. The authors 
analyze the cross-sectional mean of interna- 
tional ex poet real interest rates as an estimator 
for the mean international expected real inter- 
est rate. The results strongly reject the interna- 
tional expected real interest rate parity hypoth- 
esis; reveal that U.S. budget deficits have no 
independent effects on international real rates 
given the impact of U.S. government defense 
spending; and suggest that forces other than 
U.S. fiscal policy account for the post-1980 rise 
in international real rates. J. Monet. Econ., 
Nov. 1986, 18(3), pp. 313-22. New York Uni- 
versity, 

Miller, Edward M. — Implications of Multiple 
Motives for Holding Bank Money 
The standard Keynesian system includes both 
a fixed money supply (M-MO) and a speculative 
and transaction demand for money. However, 
a rational bonk depositor would hold his specu- 
lative and transaction Binds in different types 


of accounts. Funds held for transaction deposits 
would be in checking accounts against which 
checks can be written (the cost of which likely 
would lead banks to offer no or little interest), 
while funds that are an alternative to I tends 
would be held in accounts designed to attract 
such funds. If the reserve ratio on the different 
types of accounts differ, as they do in the United 
States, such shifts of funds would change the 
money supply, a conclusion inconsistent with 
the assumed constancy of the money supply. 
Thus, the standard textbook treatment is logi- 
cally inconsistent. Once this inconsistency is 
remedied, Keynesian and monetarist models 
are much closer to one another. Quart. Rev. 
Econ. Bus., Autumn 1986, 26(3), pp. 84-104. 
University of New Orleans. 

M inford, Patrick — Rational Expectations and 
Monetary Policy 

This essay considers how rational expecta- 
tions changed the evaluation of monetary pol- 
icy. The first section reviews underpinnings of 
the “Phillips curve" relation between inflation 
and output. The second section examines impli- 
cations of: (1) the government budget constraint 
and (2) long-term stationarity of the government 
debt/GDP ratio. The third section reviews 
monetary stabilization policy. “Policy effective- 
ness'' will in funeral exist in rational expecta- 
tions models, despite the early counter example 
of T. J. Sargent and N. Wallace. The real prob- 
lems relate to the desirability of such policy. 
The essay concludes that rational expectations 
have made monetary institutions "more of a 
mystery than ever before." Scott. J. Polit. 
Econ., Nov. 1986, 33(4), pp. 317-33. University 
erf Liverpool. 

Myatt, Anthony E. and Young, Gregory — In- 
terest Rates and Inflation: Uncertainty Cush- 
ions, Threshold and “Patman" Effects 
Recent theoretical remits suggest that inter- 
est rate increases may cause inflationary price 
increases and make instability more likely. Us- 
ing the Wald variant of the Granger test, the 
authors find no evidence of interest rates (real 
or nominal) having a causal impact on inflation. 
There is, however, strong evidence of a causal 
link from inflation to both real and nominal in- 
terest rates. Evidence of threshold effects in 
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tN> public'* p er ception of Inflation is found. It 
k me shown that the increased variability of 
inflatipn own explain the entire increase in real 
set onto interest rates in die post-1978 period. 
Eottom Coon. /., Apr. -June 1966, 12(2), pp. 
103-14. University of New Brunswick; Bank 
of Montreal. 


Neumann, Manfred J. M. — Die Grundgeld- 
menge — Ein neuer Indikatur der Geldpolitik 
(The Base Money Stock — A New Indicator 
of Monetary Policy) 

Hits paper analyzes the indicator properties 
of alternative base money concepts used by the 
German Council of Economic Experts and by 
the Deutsche Bundesbank. Both concepts are 
flawed by an inadequate treatment of changes 
in legal reserve requirements. As a result, the 
direct contribution of monetary policy to money 
growth has been continuously understated by 
the Council’s indicator, during recent years, 
while the Bundesbank’s central bank money 
stock has understated (1963,1984) and over- 
stated (1982,1965) the policy contribution. Fi- 
nally, a superior base money measure is pro- 
posed which combines the source base with a 
multiplier based on a logarithmic reserve ad- 
justment. Wekwirtsch. Arch. , 1986, 122(3), pp. 
520-33 (German), lnstitut fiir Stabilisierungs- 
uad Strukturpolitik, Bonn. 

Pad!, M. Thomas and Bhattacharyay, Biswa 

N. — Can Money Matter in a Developing 
Economy? 

This study demonstrates that the productivity 
of real money balances is small in two develop- 
ing countries (India and Pakistan), using a meth- 
odology due to Richard Startz (1984). J. Monet. 
Econ., Sept. 1986, 18(2), pp. 205-07. National 
Institute of Bank Management, Pune, India. 


Smith, Bruce — Limited I nforma tion, Money, 
and Competitive Equilibrium 
In an overlapping g en e ratio ns model with 
borro win g and lending, uncertainty, and asym- 
metric information, fiat money may be essential 
to the e xis te n ce of a c o mp etitive equilibrium. 
It may also serve to enhance the information 
of economic agents tea well defined sense. In 


addition. tbe model pre se nted provides sugget- 
^Saw shout why the pfesencebf valued fiat eur- 


rency is essential to the existence of an equi- 
librium, even though in equilibrium perfect 
substitutes for money may exist. Finally, the 
presence of private information, aid die exis- 
tence problems it creates, is shown to affect 
standard conclusions in these model* about “op- 
timal" government policy choices. Can. J. 
Econ., Nov. 1986, 19(4), pp. 780-97. Camegie- 
Mellon University and Federal Reserve Bank 
of Minneapolis. 

Summers, Lawrence H. — Estimating the 
Long-run Relationship between Interest 
Rates and Inflation: A Response 
This note demontrates that Bennett McCal- 
lum s recent critique of low-frequency esti- 
mates of macroeconomic relationships is of lit- 
tle empirical significance. It also demonstrates 
that readily available and frequently used tech- 
niques can be used to diagnose the problem 
McCallum raises. Finally, it shows that the 
standard critique of expectational distributed 
lags is not warranted once the role of learning 
by economic agents is recognized. J. Monet. 
Econ., July 1986, 18(1), pp. 77-86. Harvard 
University. 

Taylor, Herb — Deposit Market Deregulation 
and the Recent Behavior of Ml 
The recent pattern of errors from standard 
money demand equations makes it difficult to 
attribute their breakdown to deposit market 
deregulation. But deregulation’s role may be 
obscured by seasonal filtering of the data, inap- 
propriate measurement of households’ opportu- 
nity cost of holding money, and aggregation 
bias. Estimates of not seasonally adjusted 
household money demand using the Demand 
Deposit Ownership Survey data suggest that 
deregulation has affected by money demand by 
changing households' opportunity cost of hold- 
ing money. In addition, the introduction of na- 
tionwide NOWs and Super NOWs each seems 
to have caused significant one-time increases 
in household money demand. Eastern Econ. 
J., July-Sept. 1986, 12(3), pp. 307-12. Federal 
Reserve Bank of Philadelphia. 

Ten d, Andre* — Tbe Independence of Finance 
from Saving: A Flow-af-Ftinds Interpretation 
Keynes’s p ropo si tion about the Independence 
of finance from saving is rejected by those econ- 
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otnifti, policymakers, am) commentator* who 
adhere to the loanable funds theory of interest. 
For the latter, saving and lending activity pro- 
vides a net source of funds to the capital mar- 
ket. This paper provides a Bow-of-funds model 
where the flow of house ho Id savings, even when 
it is entirely used to purchase securities, is not 
a net component of the supply of funds in the 
capital market. Thus, households’ consumption 
and saving decisions are shown to be irrelevant 
for the conditions of finance faced by inves- 
tors. J. Post Keynesian Earn., Winter 1986-87, 
9(2), pp. 188-97. Franklin College, Lugano- 
Sorengo, Switzerland. 

Williamson, Stephen D. — Costly Monitoring, 
Financial Intermediation, and Equilibrium 
Credit Rationing 

This paper establishes a link between equilib- 
rium credit rationing and financial intermedia- 
tion in a model with asymmetrically informed 
lenders and borrowers, costly monitoring, and 
investment project indivisibilities. Intermedia- 
tion is shown to dominate borrowing and lend- 
ing between individuals, and these financial in- 
termediaries exhibit several of the important 
features of intermediaries as we know them. 
Equilibrium interest rates and the aggregate 
quantity of loans respond quite differently to 
changes in taste and technology parameters, 
depending on whether or not there is rationing 
in equilibrium. J. Monet. Econ., Sept. 1986, 
78( 2), pp. 159-79. Queen’s University, King- 
ston, Ontario and University of Western On- 
tario, London, Ontario. 

Williamson, Stephen D. — Increasing Returns 
to Scale in Financial Intermediation and the 
Non-neutrality of Government Policy 
A genera] equilibrium model of imperfectly 
competitive financial intermediaries is con- 
structed and used to study the effects of some 
standard policy experiments. One-time in- 
creases in the growth rate and in the level of 
the stock of money have nonneutral (and some- 
times surprising) effects on interest rates, the 
quantity of intermediated borrowing and lend- 
ing, the number of intermediary firms, inflation 
and the price level. Optimal government mac- 
roeconomic policy is shown to reflect a tradeoff 
between public sector frictions and the capital 


market distortion created by increasing returns 
to scale and imperfect competition in private 
intermediation. Rev. Econ. Stud., Oct. 1966, 
53(5), pp. 863-75. Queen's University and 
University of Western Ontario. 

311 Commercial Banking 
Clark, Jeffrey A, — Single-Equation, Multiple- 
Regression Methodology: Is It an Appro- 
priate Methodology for the Estimation of 
the Structure-Performance Relationship in 
Banking? 

Tests of the structure-performance paradigm 
of the industrial organization literature have 
been carried out almost exclusively using a 
single-equation, multiple-regression methodol- 
ogy. The purpose of this paper is to suggest 
that where the firms being considered are mul- 
tiple product in nature, and may pursue objec- 
tives in addition to maximizing the value of the 
firm, such a methodology may be inappropri- 
ate. Tire results presented in this paper suggest 
that the absence of a consistently strong, posi- 
tive, and statistically significant relationship 
between market concentration and bank profit- 
ability may he traced in part to such an inap- 
propriate methodology. J. Monet. Econ.. Nov. 
1986, 78(3), pp. 295-312. Florida State Uni- 
versity. 

Kim, Mas he — Banking Technology and the Ex- 
istence of a Consistent Output Aggregate 
This paper addresses the question of the exis- 
tence of 1 consistent output aggregate in hank- 
ing. Specific, necessary and sufficient condi- 
tions for output aggregation are developed and 
tested in the context of a second-order approxi- 
mation to any arbitrary multiproduct bank cost 
function. The analysis provides evidence that 
a composite (aggregate) measure of output Sails 
to provide a proper representation of (tanking 
technology and. therefore, previous studies that 
used aggregate output measures may well he 
subject to specification errors. J. Monet. Econ., 
Sept. 1966. 78(2). pp. 181-95. University of 
Haifa, Israel. 

Matter, Albert — Risikoeinschiitzung und Bank- 
verbal ten (Risk Preferences and the Behav- 
ior of Bank Management) 

In this paper whether the kind of die risk 
preferences of a bank management has infln- 
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cnee oo the comparative static results to a bank- 
ing modd in tbc tradition ofBaltensperger, 
Ntehans and Ritzaumn is analysed. There are 
no qualitative differences between these mod- 
els, when both interest rates of the assets are 
greater than the interest rate of the liability. 
Schweiz. Z. Wolknoirtsch. Statist.. Sept. 1986, 
132(3), iv- 371-87 (German). Schweizerische 
BankgsaeOschaft, Zurich. 

Todhanakesem, Warapatr, et al. — Economies 
of Scale and Organization Efficiency in Bank- 
ing 

Previous studies attempting to assess econo- 
mies of scale in banking firms have largely re- 
lied upon cost functions. The profit-function ap- 
proach enjoys several important advantages 
over the cost-function method, consequently 
that is the approach used in fills study. A risk- 
adjusted profit function estimates economies of 
scale of unit and branch banks; and the effects 
of bank holding-company affiliation on the level 
of bank profits is also examined. The results 
indicate larger economies of scale for branch 
banks than for unit banks; and bank hokting- 
company affiliates were found to be more effi- 
cient than independent banks. Coauthors are 
Morgan J. Lynge, Jr., Walter J. Primaeux, Jr., 
and Paul Newbold. Managerial Dec. Econ., 
Dec. 1986, 7(4), pp 255-62. Thai Farmers 
Bank, Bankok, Thailand. 

313 Capital Markets 

Aauhud, Yakov and Mendebon, Haim — Asset 
Pricing and the Bid-Ask Spread 
This paper studies the effect of the effect of 
die bid-ask spread on asset pricing. The authors 
analyze a model in which investors with differ- 
ent expected holding periods trade assets with 
different relative spreads. The resulting testable 
hypothesis is that market-observed expected re- 
turn is an increasing and concave function of 
the spread. This hypothesis is tested, and the 
empirical results are consistent with the predic- 
tions of die model. J. F inert. Earn., Dec. 1986, 
17(2), pp. 223-49. Tel-Aviv University and New 
York University; University of Roche st er. 

An de rs en, Sadi Copeland— An Analysis of 
Trading Strategies for Closed- End Equity 
- .funds'. 


This paper reexamines the trading rules tha 
Were the subject of an earlier study by R. M. 
Richards, Don R. Fraser, and John C. Grofiv 
Closed end investment company share data are 
investigated for 1965-69, 1979-76, and 1977- 
August 1984. Using both an alternative re tun- 
metric and an alternative discount metric in 
all periods, large returns are obtained when 
various strategies are implemented. The re 
turns are not significantly more variable than 
returns of the market for each period. The use 
of filter rules with prices does not result in con- 
sistently profitable filter strategies. The results 
generally support those of Richards, Fraser, 
and Groth. Quart. J. Bus. Earn., Winter 1987, 
26(1), pp. 3-19. University of Alabama. 

Barone-Adesi, Giovanni and Whaley, Rober! 
E. — The Valuation of American Call Options 
and the Expected Ex-Dividend Stock Price 
Decline 

This study focuses on the ex-dividend stock 
price decline implicit within the valuation oi 
American call options on dividend-paying 
stocks. The Roll (1977) American call option 
pricing formula and the observed structure o' 
CBOE call option transaction prices are uset. 
to infer the expected ex-dividend stock price 
decline as a proportion of the amount of the 
dividend. The relative decline is shown to be 
not meaningfully different from one, confirming 
some recent evidence from studies that exam- 
ined stock prices in the days surrounding ex- 
divklend. J. Finan. Econ., Sept. 1986, 77(1), 
pp. 91-111. University of Alberta; Duke Uni- 
versity. 

Bauer, Richard J., Jr; Hays, Patrick A. and 
Upton, David E. — Parameter Instability in 
Mutual Fund Portfolios; A Shifting Regimes 
Test 

This study uses a shifting regimes approach 
to indicate whether instability in tbe regression 
parameters of the characteristic line for mutual 
fund, portfolios is present to any great degree. 
Ifee cumulative sum of squared recursive re- 
skfawis test, developed by R. L. Brown, J. Dur- 
bin,. and J. M. Evans, is used to test fixe sta- 
tiooarfty of regression model parameters. The 
results an comp are d to those obtained with 
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be partition regression approach use d by 
W. Miller and W. Gressis. Both studies im- 
y that substantial instability in the regression 
urometers exists and that this nonstationarity 
an be modeled as a distinct shift between 
iscrete intervals or regimes of relative poram- 
ter instability. Quart. J. But. Earn., Winter 
987, 26(1), pp. 50-62. Univenity of West- 
m Ontario; Western Carolina University, Cui- 
jwhee. North Carolina; Texas Tech Uni- 
irsity. 

lenninga, Simon and Protopapadalds, Arts — 
General Equilibrium Properties of the Term 
Structure of Interests Rates 
The paper examines the allocation of con- 
umption and investment in a three-date bi- 
omial model in order to determine the sign of 
ie real term structure premium in general 
quilibrium. When production functions are 
oncave, markets are complete, and future pro- 
uction possibilities are the same irrespective 
f which state of the world occurs, the terra 
tructure premium will be positive. In incom- 
lete markets, constant or increasing absolute 
isk aversion is sufficient to guarantee a positive 
srra structure premium, although in the (more 
kely) case of decreasing absolute risk aversion 
negative premium cannot be ruled out. /. 
hum. Econ., July 1986. 26(3), pp. 389-410. 
ebrew University and University of Pennsyl- 
ania; Federal Reserve Bank of Philadelphia 
nd University of Pennsylvania. 

>reen, William; Jagannathan, Ravi and Ofer, 
Aharon R. — Correcting for Heteroscedastic- 
ity in Tests for Market Timing Ability 
In this paper the authors examine the para- 
letrtc test proposed by R. D. Henriks son and 
I. C. Merton for evaluating the market timing 
billty of portfolio managers. Using simulation 
schniques, they show that correction for het- 
roskedastidty can siffiificantly affect the con- 
tusions. It is also found that the hetetuskedas- 
rfty corrections suggested by L. P. Hansen 
nd by H. White are particularly effective. I. 
for, Pt. 1, Got 1986, 59(4), pp. 585-98. 
lorthwestem University; N o r thwes t ern Unf- 
wrsRy; Nort hw es ter n University and TebAviv 
utvmty. 


Baser, Stephen A. and Hess, Patrick J. — Em- 
pirical Determinants of the Relative Yields 
on Taxable and Tax-Exempt Securities 
Yields on short-term, prime-grade municipals 
vary through time in relation to after-corporate- 
tax yields on short-term U.S. Treasury securi- 
ties. The pattern is not related to the default 
premium in municipal yields or to the historical 
ceiling on bank deposit rates (Regulation Q). 
However, there is a strong link to die default 
premium in corporate yields and to municipal 
holdings by large commercial banks. These 
findings suggest that taxable and tax-exempt 
markets are linked both by the capital- structure 
decisions of firms and by the tax-arbitrage activ- 
ities of banks. J. Finan. Earn., Dec. 1966, 27(2), 
pp. 335-55. Ohio State University; Univenity 
of Minnesota. 

Chan, K. C. — Can Tax-Loss Selling Explain the 
January Seasonal in Stock Returns? 

This paper analyzes the tax-loss selling hy- 
pothesis as an explanation of the January sea- 
sonal in the stock returns, and argues that 
rational tax-loss selling implies little relation 
between the January seasonal and the long- 
term loss. Empirical results show that the Janu- 
ary seasonal is as strongly related to the long- 
term as it is to the short-term loss. The evidence 
is inconsistent with a model that explains the 
January seasonal by optimal tax trading. J. Fi- 
nance. Dec. 1986, 41(5). pp. 1115-28. Ohio 
State University. 

Chang, Eric C. and Hnegar, J. Michael — Re- 
turn Seasonality and Tax-Loss Selling in the 
Market for Long-term Government and Cor- 
porate Bonds 

The authors document a January seasonal in 
die U.S. market for long-term corporate bonds 
that becomes more evident as the bond rating 
declines. Moreover, a similar, but weaker, rela- 
tion is observed for the stocks of firms with 
low-quality bonds. These patterns may relate 
to firm siae since bond ratings and firm rise 
in the sample are positively rel at ed. However, 
even the smallest firms are relatively forge. 
Much of the January efcct doc umen ted appears 
to be confostent with the tax-toasseffing hypoth- 
esis. f, Ftmm. Earn . Dec. 1986, 17(2), pp. 
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391-415. University of Maryland; University of 

Ctwa, Andrew H. and MervjDe, Larry — 
' An. Asurfysisj of Divestiture Elect* Resulting 
from Deregulation 

Capital market data were used to examine 
the divestiture effects pertaining to deregula- 
tion, the dropping of antitrust charges, and/or 
the reversing of the co-insurance effect associ- 
ated with the recent breakup of AT&T. The 
empirical results of the study indicate that sig- 
nificant economic events took place during the 
breakup process, which led to transfers of 
wealth from various parties to the securityhold- 
ers of AT&T. The results also indicate that the 
buffering effect of regulation was reduced as 
AT&T went through die total deregulation pro- 
cess. This is in accordance with S. Peltzman’s 
prediction. /. Finance, Dec. 1986, 41(5), pp. 
997-1610. Southern Methodist University; 
University of Texas at Dallas. 

Cheng, David C. and Lee, Cheng F. — Ram- 
sey's Specification Error Test and Alternative 
Specifications of the Market Model: Methods 
and Applications 

The main purpose of this article is to show 
that the specification error test procedure de- 
veloped by J. B. Ramsey (1964) and J. B. Ram- 
sey and P. R. Schmidt (1976) can be used to 
determine empirically whether well known 
market model specifications are empirically ap- 
propriate for estimating individual companies’ 
beta coefficients and forecasting rates of re- 
turns. Quart. Rev. Earn. Btu., Autumn 1986, 
36(3), pp. 6-24. University at Alabama; Univer- 
sity of Illinois. 

Cana, Douglas and VtwriwHoff, James 
Stock Returns, Inflation, gad Real Output 
This paper provides empirical evidence on 
the.extenMo which the inverse relationship be- 
tween real stock returns and inflation in recent 
yean is causal qf spurious. The results indicate 
thatthfe re l ations! U p is spmrioos and can be 
CT p fejnp d by, the inverse c o rre k tio n between 
ja sasp ro te rt teffa mi unexpected real out- 

, gad teffetion vakiki ate mecated fr om the 
ASA/NBER Isttew Outlook Surveys. Econ. 


Inquiry, Oct. 1966, 34(4), pp. 555-61, Rutgers 
University, Newark, New Jersey. 

Darrat, AH F. — Money and Stock Prices in 
West Germany and the United Kingdom: Is 
the Stock Market Efficient? 

This paper empirically tests the implication 
of the stock market efficiency hypothesis that 
stock prices reflect all publicly available infor- 
mation, including news about monetary policy, 
for West Germany and die United Kingdom. 
Contrary to this hypothesis, a significant lagged 
relationship is found between stock returns and 
money growth in both countries. The empirical 
results also indicate die presence of significant 
lagged effects of unanticipated and anticipated 
money growth on current stock prices. Such 
results suggest that the stock markets in both 
countries appear to be inefficient, at least dur- 
ing the estimation period (1960:1 to 1982:4). 
Quart. J. But. Econ., Winter 1987, 26(1), pp. 
20-35. University of New Orleans. 

Dfetricb-Campbell, Bruce and Schwarts, 
Eduardo — Valuing Debt Options: Empirical 
Evidence 

A two- factor model using the instantaneous 
rate of interest and the return on a consol bond 
to describe the term structure of interest rates 
(the Brennan-Schwartz model) is used to derive 
theoretical prices for American call and put op- 
tions on U.S. government bonds and Treasury 
bills. These model prices are then compared 
with market prices. The theoretical model used 
to value the debt options also provides hedge 
ratios which may be used to construct zero-in- 
vestment portfolio* which, in theory, are per- 
fectly riskless. Several trading strategies based 
on these “riskless” portfolios are examined. J. 
Ftnan. Econ., July 1986, 16(3), pp. 321-43. 
New York University; University of British Co- 
lumbia. 

Dimsoa, Elroy and Marsh, Paul — Event Study 
Methodologies and the Size Effect The Case 
of UK Press Recommendations 
This study of 862 press recommendations 
demonstrates that- the size effect can distort 
longer term perfo rm ance measures, and hence 
event studies. Relative to similar sized compa- 
nies, post-publication perfor ma nce is neutral. 
However, market adjustments, die CAPM and 
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Market Mode], with equally or capitalization 
weighted indexes, all produce biased results. 
Event studies are most exposed to such bias 
when the measurement interval is long, event 
securities differ systematically in size or weight- 
ing from the index constituents, the size effect 
is large and/or volatile, and when CAPM-type 
methodologies are used. These distortions are 
avoided by explicitly controlling for size. J. FI - 
nan. Econ., Sept. 1986, 17(1), pp. 113-42. Lon- 
don Business School. 

Dunn, Kenneth B. and Singleton, Kenneth 
J. — Modeling the Term Structure of Interest 
Rates under Non -separable Utility and Dura- 
bility of Goods 

The term structure relations implied by a 
model in which preferences are non separable 
functions of the service flows from two goods 
are investigated. The parameters characterizing 
preferences are estimated and restrictions on 
the co-movements of consumption and Trea- 
sury hill returns are examined. Both the dura- 
bility of goods and the nonseparability of prefer- 
ences are important factors in explaining the 
time paths of individual returns, but there is 
substantial evidence against the cross-sectional 
restrictions implied by this model. Differences 
between sample mean returns are too large rel- 
ative to the sample covariances of the return 
differences and the marginal utility of consump- 
tion. J. Finan. Econ., Sept. 1986, J7(l), pp. 
27-55. Camegie-Mellon University; Camegie- 
Mellon University and National Bureau of Eco- 
nomic Research. 

Elmer, Peter J. — Preferred Stock Arbitrage of 
Muntcapal Bond Market Segmentation 
This paper discusses how tax and regulatory 
constraints in the municipal bond market can 
offset preferred- stock yields and give rise to ar- 
bitrage opportunities in the preferred-stock 
market. The potential for profit is illustrated 
with mi example that also serves to highlight 
the unique characteristics of recently developed 
forms of preferred stock, Financial Rev., Nov. 
1966, 21(4), pp. 383-96. Federal Home Lma 
M ortgage Corporation. 

tan*, Bugaaa F. — Term Premiums and De- 
fault Premiums in Money Markets 


There are time-varying term and default pre- 
miums In the expected returns on money mar- 
ket securities. Default premiums decline with 
maturity and tend to be higher during reces- 
sions. Term premiums tend to increase with 
maturity during good times, but humps and 
inversions in the term structure of expected 
returns are common during recessions. Trea- 
sury bills produce positive average term premi- 
ums for the overall sample, but average term 
premiums for private issuer securities are dose 
to 0.0. A genera) conclusion is that variation 
in forward rates is primarily variation in current 
expected returns rather than in forecasts of 
changes in interest rates. /. Finan. Econ . , Sept. 
1986, 77(1), pp. 175-96. University of Chicagp. 

French, Kenneth R. and Roil, Richard — Stock 
Return Variances: The Arrival of Information 
and the Reaction of Traders 
Asset prices are much more volatile during 
exchange trading hours than during nontrading 
hours. This paper considers three explanations 
for this phenomenon: (1) volatility is caused by 
public information, which is more likely to ar- 
rive during normal business hours; (2) volatility 
is caused by private information, which affects 
prices when informed investors trade; and (3) 
volatility is caused by pricing errors that occur 
during trading. Although a significant fraction 
of the daily variance is caused by mispricing, 
the behavior of returns around exchange holi- 
days suggests that the arrival of 'private informa- 
tion is the principle factor behind high trading- 
time variances. J. Finan. Econ., Sept. 1986, 
17(1), pp. 5-26. University of Chicago; Univer- 
sity of California, Los Angeles and Goldman, 
Sachs fir Co. , New York. 

Haddad, Kama! M. — The Treasury's Constant- 
Maturity Yield Curves: A Test for Systematic 
Measurement Errors 

The U.S. Deportment of Treasury’s pub- 
lished yield series has been a key input into 
empirical studies of the term structure and 
bond market efficiency. These indexes abo are 
important inputs into Treasury pricing of new 
debt issues. Since these yield series are interpo- 
lated from yield curves, the yields are open to 
pot e nti a l nMWfwt errors. This paper tests 
for systematiefifea in the Treasury a yfeU «unn»a 
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byoompariitg estimates from the Treasury’s 
ykM ounces to actual mrktt yield* on a sample 
of government securities. For both an exact and 
ine aaot maturity temple, the Treasury's pub- 
tbiwd yield aeries did not differ significantly 
from actual yields. Qu*rt, /. But. Earn., Au- 
lwn> 1966, 55(4), pp. 3-13. San Diego State 
University. 

Hess, Alan C. and Bhagat, Saqjai — Size Effects 

of Seasoned Stock Issues; Empirical Evi- 
dence 

This paper reports estimates of cross-sec- 
tional relations between relative issue size and 
abnormal returns for several periods surround- 
ing the announcement and issue days of sea- 
soned stock offerings. For utility issues there 
is a significant, positive relative size effect dur- 
ing the announcement period; there are no sig- 
nificant size effects in any other period. For 
industrial issues, both primary and combina- 
tion, there are no significant relative size effects 
in any period. The omitted variable analysis 
identifies feasible combinations of equity de- 
mand schedule slopes, correlations between in- 
formation and relative issue size, ami whether 
the information signaled by the announcement 
is good or bad. Utility announcements signal 
information that is positively correlated with 
relative issue size. No unambiguous conclusions 
can be drawn for industrial announcements. J. 
But., Ft. 1. Oct. 1086, 58(4), pp. 567-84. Uni- 
versity of Washfogfon; University of Utah. 

Ho, Thomas S. Y. and Lae, Sang-bin — Term 

Structure Movements and Pricing Interest 

Contingent Claims 

This paper derives a general class of arbi- 
trage-free interest rate movements models (AR 
models). These models take the complete term 
structure as given and derive the subsequent 
stochastic movement of the term structure such 
that the movement Is arbitrage free. The au- 
thors than show bow they can be used to price 
in teres t cont ing ent dafans relative to the ob- 
served c o mp l e t e term st ruc tu re of intc roat 
rotes. They deo study the behavior and the 
o o ao oUcs of a particular AR model. This ap- 
proach can be used to price a broad range of 
i ssnw tantoQu9fr.it ctanas, aactnamg bob® 
optijfri wsdcaBtbte bands, J. Finance, Deo. 


1986, 41(5), pp. 1011-29. New York University; 
Korea Economic Research Institute, Seoul. 

Hotthausen, Robert W. and Leftwich, Richard 
W. — The Effect of Bond Rating Changes on 
Common Stock Prices 

The evidence in this paper suggests that 
downgrades by both Moody's and Standard and 
Poor’s are associated with negative abnormal 
stock returns in the two-day window beginning 
the day of the press release by the rating 
agency. Significant negative abnormal perfor- 
mance can still be detected after eliminating 
observations containing obvious concurrent (po- 
tentially contaminating) news releases. There 
is little evidence of abnormal performance on 
announcement of an upgrade. Significant ab- 
normal returns are associated with annoatice* 
ments of additions to the Standard and Poor’s 
Credit Watch List, if either a potential down- 
grade or a potential upgrade is indicated. J. 
Finan. Econ ., Sept. 1986, 17(1). pp. 57-89. 
University of Chicago. 

Huffman, Gregroy W.— A Dynamic Equilib- 
rium Model of Asset Prices and Transaction 
Volume 

A dynamic general equilibrium model of capi- 
tal asset pricing is constructed in which the 
volume of capital traded is determined endoge- 
nously. The model also gives rise to a novel 
asset pricing formula. It is shown that tempo- 
rary shocks can give rise to serially correlated 
changes in the price of capital and transaction 
volume that persist long after the initial distur- 
bance. The frequency and amplitude of the re- 
sulting cycles are related to the length of the 
agent’s planning horizon and the discount fac- 
tor. The model’s implications for explaining as- 
set price volatility are also explored. J. Pokt. 
Earn., Feb. 1967, 95(1), pp. 138-59. University 
of Western Ontario, London, Ontario. 

Kalay, Avner and Loe wenst a in , Uri — The In- 
formational Content of the liming of Divi- 
dend Announcements 

This paper contains a test of a new aspect of 
the informational oontent of ckvidends; namely, 
is then information in the timing of the an- 
nouncements. The empirical evidenoe indicates 
ton me merwt wpM un news to o© oeuv- 
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ored hie and that these expectations are con- 
firmed. Men excess returns of stock prices 
around late announcements are, depending on 
the assumed returns generating process, either 
significantly negative or insignificant while sig- 
nificantly positive around the entire population 
of announcements. Moreover, the proportion 
and magnitude of dividend reductions associ- 
ated with late announcements are significantly 
larger than the complete universe of announce- 
ments. J. Finan. Earn., July 1986, 16(2), pp. 
372-88. New York University and Tel-Aviv 
University; University of Utah. 

Karpoff, Jonathan M. — A Theory of Trading 

Volume 

The theory describes two distinct ways infor- 
mational events can afiect trading volume; in- 
vestors disagree about the information or have 
different prior expectations about it. Simulation 
tests support the model, and are used to con- 
trast costless market clearing with a trading en- 
vironment in which information is costly and 
agents randomly encounter potential trading 
partners. Volume is lower in the costly market, 
and increases in volume caused by an informa- 
tional event persisting after the event period. 
This is consistent with existing empirical evi- 
dence, and suggests that markets do not imme- 
diately dear all orders or that investors have 
demands to reconhract. J. Finance. Dec. 1986, 
41(5), pp. 1009-87. University of Washington, 
Seattle. 

Keim, Donald B. and Stambaugh, Robert F. — 

Predicting Returns in the Stock and Bond 

Markets 

Several predetermined variables that reflect 
levels of bond and stock prices appear to predict 
returns on common stocks of firms of various 
sixes, long-term bonds of various default risks, 
and default-free bonds of various maturities. 
The returns on small-firm stocks and low-grade 
bonds are move highly correlated in January 
than in the rest of the year with previous levels 
of asset prices, especially prices of small-firm 
stocks. Seasonality is found in several condi- 
tional risk me as ure s , but such seasonality is 
unlikely to explain, and tat some cases is oppo- 
site to, the seasonal found tat mean returns. J. 
Pt*m Been., Dec. 1966, 17(2), pp. 357-90. 


University of Pennsylvania; University of Chi- 
cago. 

Kleidon, Allan W.— - -Anomalies in Financial 
Economics: Blueprint for Change? 

This paper examines the case for major 
changes in the behavioral assumptions underly- 
ing economic models, based on apparent anom- 
alies in financial economics. Arguments for such 
changes based on chums of “excess volatility” 
in stock prices appear flawed for two main rea- 
sons: there are serious questions as to whether 
the phenomenon exists in the first place; and 
even if it did exist, whether radical change in 
behavioral assumptions is the best avenue for 
current research. The paper also examines 
other apparent anomalies, and suggests condi- 
tions under which such behavioral changes are 
more or less likely to be adopted. J. Bum.. Pt. 
2, Oct. 1986, 59(4). pp. 5469-99. Stanford Uni- 
versity. 

Lakonishok, Josef and Vermaelen, Theo— Tax- 
Induced Trading around Ex-dividend Days 
This paper investigates trading volume and 
around ex-dividend days. For taxable distribu- 
tions (cash dividends), it is found that trading 
volume increases significantly around the ex- 
dividend day. This increase is more pronounced 
for high-yield, actively traded stocks and after 
brokerage commissions became negotiable. The 
results are consistent with the hypothesis that 
short-term traders have an impact on ex-day 
price behavior, at least for taxable distributions. 
For non taxable distributions (stock splits and 
stuck dividends), the authors find negative ab- 
normal volume around ex-day. J. Finan. Ecxm.. 
July 1986, 16(3), pp. 287-319. Tel-Aviv Univer- 
sity and Cornell University; Catholic University 
of Leuven. 

Langohr, Herwig M. and ViaUet, Claude J.— 
Compensation and Wealth Transfers in the 
French Nationalizations: 1981-1982 
This paper studies the price reaction of 
French common stocks to the recent nationali- 
zation program and estimates the value that 
nationalised firms would have had 6 the oatfon- 
aliaarion program had not occurred. It finds that 
expropriated holders of the awrionsBaed portfo- 
lio received sfpmnaant legislated takeover 
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premium of about 90 percent. Premiums re- 
ceived for individual firms ranged from —3 to 
■ 44 percent. Industrial firm shareholders bene- 
fited most from the program. The conditions 
surrounding the premium dispersion raise 
questions shout equal treatment among expro- 
priated shareholders. J. Finan. Ecott., Dec. 
1986. 17(2), pp. 273-312. INSEAD. Fontaine- 
bleau. France. 

Lo, Andrew W.— Statistical Tests of Contin- 
gent-Claims Asset-Pricing Models: A New 
Methodology 

A new methodology for statistically testing 
contingent claims asset-pricing models based 
on asymptotic statistical theory is proposed. It 
is introduced in the context of the Black- 
Scholes option pricing model, for which some 
illustrative estimation, inference, and simula- 
tion results are also presented. Hie proposed 
methodology is then extended to arbitrary con- 
tingent claims by first considering the estima- 
tion problem fin* general Ito processes and then 
deriving the asymptotic distribution of a general 
contingent claim which depends upon such Ito 
processes. ]. Finan. Econ., Sept. 1986, 17(1), 
pp. 143-73. University of Pennsylvania. 

Manidw, N. Gregory — The Equity Premium 
and the Concentration of Aggregate Shocks 
This paper examines an economy in which 
aggregate shocks are not dispersed equally 
throughout the population. Instead, while these 
diodes affect all individuals ex ante , they are 
concentrated among a few ex poet. Hie equity 
premium in general depends on the concentra- 
tion of these aggregate shocks; it follows that 
one cannot estimate the degree of risk aversion 
fro m aggregate data alone. These findings sug- 
gest that the empirical usefulness of aggregation 
theorems far capital asset pricing models is lim- 
ited. /. Finan. Econ., Sept. 1966, 17(1), pp. 
211-19. Harvard University and National Bu- 
reau of Economic Research. 

Narayaaaswamy, C. R. dad Philips, Herbert 
E. — CAPM, Valuation of Firms, said Finan- 
cial Leverage 

The irrelevance of capital st r uct ure fn deter- 
mining the value a f the firm first was demon- 
strated by Franco Modigliani and M. MfUer. 


Using the capital asset pricing model, R. Ha- 
mada shows that the assumption of homogenous 
risk class is not necessary for the validity of 
the Modigliani and Miller propositions. Hama- 
da’s proof, however, applies only to the case 
of a single firm altering its financial leverage. 
This paper generalizes Hamada's results to the 
muitifirm case. An implication is that the sys- 
tematic risk of the stocks is affected by the finan- 
cial leverage of all firms, in addition to the firm's 
financial leverage. Further, changes in the fi- 
nancial leverage of firms can alter the distribu- 
tion of returns of the market portfolio. Quart. 
J. Bus. Econ., Winter 1987, 26(1), pp. 86-93. 
University of Akron; Temple University. 

Pruitt, Stephen W.; Reilly, Robert J. and Hof- 
fer, George E. — Security Market^ Anticipa- 
tion of Consumer Preference Shifts: The Case 
of Automotive Recalls 

This study presents an empirical analysis of 
the financial impact of automotive recall an- 
nouncements on the equity holders of the firm's 
domestic and foreign competitors. Because ear- 
lier research has documented both sales in- 
creases and decreases for competitive models 
following automotive recalls (depending upon 
the classification and time period of the an- 
nouncement), the study was designed specifi- 
cally to determine the market's ability to prop- 
erly discriminate at the time of announcement 
between virtually identical recall events which 
were later determined to have resulted in dif- 
ferential ex post realizations. Quart. J. Bus. 
Econ. , Autumn 1986, 25(4), pp. 14-28. Univer- 
sity of North Florida; Virginia Commonwealth 
University; Virginia Commonwealth Univer- 
sity. 

Smirlock, Michael and Starks, Laura — Day-of- 
the-Week and Intraday Effects in Stock Re- 
turns 

This study examines day-of-the-week effects 
using hourly values of the Dow Jones Industrial 
Average. The authors find that over the 1963- 
83 period the weekend effect has shifted from 
characterizing active trading on Monday to 
characterizing the nontrading weekend. Over 
the early port of our sample period negative 
return* characterize each hour of trading on 
Monday while the return from Friday close to 



Selected Abstracts 


1157 


Monday open is positive. In the most recent 
subperiod. Monday average hourly returns af- 
ter noon are all positive and the weekend effect 
is due to negative average returns from Friday 
close to Monday open. /. Fit tan. Econ., Sept. 
1986, 17(1), pp. 197-210. University of Penn- 
sylvania; Washington University, St. Louis. 

314 Financial Intermediaries 

Brickley, James A. and James, Christopher 

M. — Access to Deposit Insurance, Insol- 
vency Rules and the Stock Returns of Finan- 
cial Institutions 

This paper analyzes how access to deposit 
insurance affects the common stock returns of 
financial institutions during periods of financial 
distress. During periods of distress the defini- 
tion ofjKolvency used by insuring agencies 
may be modified to avoid a substantia] number 
of bank failures. These modifications can in- 
crease the value of future deposit guarantees 
and affect the liehavior of stock returns of (ranks 
and S&Ls. This hypothesis is examined using 
S&L data for the 1976 through 1983 period. 
Modification of insolvency rules applied to 
S&Ls appears to have reduced significantly the 
co-movement of S&L stock returns with S&L 
portfolio holdings. J. Finan. Econ., July 1986. 
16(3), pp. 345-71. University of Utah; Univer- 
sity of Oregon. 

315 Credit to Business, Consumer, etc. (including 
mortgages) 

Ramaswamy, Krishna and Sundaresan, Suresh 
M. — The Valuation of Floating-Rate Instru- 
ments: Theory and Evidence 
A framework for valuing floating-rate notes 
is developed to examine the effects of: (!) lags 
in the coupon formula; (2) special contractual 
features; and (3) default risk. Evidence from a 
sample of floaters indicates they sold at signifi- 
cant discounts. While lags in the coupon formu- 
las and other contractual features make these 
notes more variable, they do not account for 
the magnitude of the discounts. The authors 
conclude that die fixed default premium in the 
coupon formula of a typical note is inadequate 
to compensate for time- varying default premi- 
ums demanded by investors, who treat other 
corporate short-term paper as dose substitutes. 
I Finan, Econ,, Dec. 1986 . 17(2), pp. 851-72. 


University of Pennsylvania; Columbia Univer- 
sity. 

3X0 Fucal T Htsoar and Pouerj Public Financk 
3X1 Fiscal Theory and Policy 
Batina, Raymond G. — The Optima! Linear In- 
come Tax with Tax Credits Contingent on 
Fertility 

The literature on the optimal linear income 
tax is extended by incorporating tax credits con- 
tingent on the number of dependents the tax- 
payer is responsible for. The choice over how 
many dependents to be responsible for is made 
endogenous by allowing the taxpayer choice 
over their own fertility. Formulae are derived 
governing the government’s optimal choice of 
the laitor income tax rate and the tax credit 
contingent on fertility. If the government ig- 
nores fertility behavior, it will choose a lower 
than optima) tax rate on labor under certain 
conditions. J. Public Econ., July 1986, 30(2), 
pp. 219-35. Washington State University, Pull- 
man. Washington. 

Bhatia, Kul B. — Taxes, Intermediate Goods, 
and Relative' Prices: The Case of Variable 
Coefficients 

Price effects of an output tax in one industry 
and an equivalent subsidy in the second indus- 
try are analyzed in a general equilibrium model. 
Each commodity satisfies final demand and uses 
two primary inputs and the other good as an 
intermediate product. Production coefficients 
are variable and demand is elastic. In a Leonttef 
model with fixed coefficients, L. A. Metzler 
showed that price of the taxed good will rise 
and price of the subsidized good will fill. This 
result holds under less restrictive conditions 
also, although it is sometimes reversed. How 
the topic relates to the tax incidence literature 
is also discussed. }. Public Econ., Nov. 1986. 
3/(2), pp. 197-213. University of Western On- 
tario, London, Ontario. 

CanigBa, Alan S.— A Common Fallacy about 
In-Kind Subsidies: A Housing Programs Ap- 
plication 

A general conclusion in public finance is that 
a rec ip ie n t's level of well being wifi be smaller 
with an in-kind subsidy than with a cash gnat 
of equal sine. ’This paper shows that this is not 
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natwwufly the cose when the in-kind subsidy 
is of a public good within a recipient collectiv- 
ity. This may occur if a locality is the recipient 
of an Intergovernmental grant or a family is 
the recipient of benefits under a welfare pro- 
gram, and is caused by tbe presence of the 
public good and the collective decision-making 
process that results. Eastern Econ. ]., Apr.- 
June 1986, 12(2), pp. 149-57. Franklin and 
Marshal College. 

C u nnin g h am, Thomas J. — Crowing Out of 
Deficits: Debt Dynamics in a Disequilibrium 
Model 

This paper presents a model erf income and 
government debt dynamics in a stylized, 
Keynesian economy. Tbe purpose of the discus- 
sion is to describe certain conditions under 
which die economy will grow out of a present 
government deficit as it approaches its equilib- 
rium. The conditions are applied to the begin- 
ning of the "supply-side” fiscal experiment in 
the early 1980s, as well as more recent eco- 
nomic conditions. /. Post Keynesian Econ., 
Winter 1986-87, 9(2), pp. 297-306. Federal Re- 
serve Bank of Atlanta. 

Erins, S. Nuri — Inflationary Finance of Budget 
Deficits as an Automatic Stabilizer 
A rational expectations model is presented 
to generalize B. T. McCall um and J. K. Wi tak- 
er’s (1979) model. The model demonstrates tbe 
efiectivenesa and stability of the full -employ- 
ment budget deficit and of inflationary finance 
used to finance this deficit as automatic stabiliz- 
ers in die determination of current income un- 
der rational expectations. Within the same 
model the problem of optimal dynamic stochas- 
tic monetary policy is also briefly explored. J. 
Monet. Econ., Sept. 1966, 18(2), pp. 197-204. 
University of Houston- U niversity Park. 

Fe lt-sta i n , Andrew — An Intertemporal Gen- 
eral Equilibrium Analysis of Financial 
Crowding Out; A Policy Model and an Appli- 
cation to Australia 

This paper constructs a two-period, perfect 
fo resig ht generalequlitbrinna model that ana- 
iym fro w wiig ow e, mvito tovovtmont n (wot 
fin an c ed, w hile g ov ernm ent d eficit s are fi- 
nanced by money and debt. Tbe ex is tenc e of 


equilibrium is demonstrated and die model is 
applied to Australia for 1981-82, the last yean 
for which Australia had a fixed exchange rate. 
A benchmark solution is derived and two coun- 
terfectual simulations are carried out. Small in- 
creases in real government spending are founc 
not to lead to crowding out, while an increase 
in the debt financed portion erf tbe govern- 
ment's budget deficit does lead to crowding out. 
J. Public Econ., Oct. 1986, 3J(1), pp. 79-104. 
University of Kansas, Lawrence. 

Findlay, Christopher C. — Optimal Taxation of 
International Income Flows 
Tbe questions asked are whether double taxa- 
tion is appropriate and whether cooperation is 
required to reach the optimal solution. Gener- 
ally, some double taxation is desirable, as long 
as taxes are applied at the appropriate rates, 
and an efficient solution can be attained in the 
absence erf explicit cooperation using a deduc- 
tion rule, instead of the now commonly used 
credit rule. A rationale for the current system 
of tax agreements and their emphasis of the 
credit rule is discussed. Econ. Rec., June 1986, 
62(177), pp. 208-14. University of Adelaide, 
Australia. 

Fourgeaud, C.j Lendud, B. and Picard, P. — 
Shadow Prices and Public Policies in a Dis- 
equilibrium Model of an Open Economy 
Tbe paper focuses on the interaction between 
the goals of optimal stabilization and of alloca- 
tive efficiency in project evaluation, in an econ- 
omy that is small as an exporter, which must 
maintain trade balance, and where some dis- 
equilibrium may prevail on goods and labor mar- 
kets. Tbe criteria that are developed reflect an 
aggregation of profitability and reduction of un- 
employment. Additional foreign demand, for- 
eign currency savings should be evaluated in 
welfare terms after weighting by the gap be- 
tween tbe relevant market and shadow prices. 
Tbe shadow prices also lead to the definition 
of an optimal taxation system. Europ. Econ. 
Rec., Oct. 1966, 3 0(5), pp. 991-1012. Univer- 
sity of Paris-I and CEPREMAP; Univeristy of 
Paris-1 ; University of Rouen and CEPREMAP. 

llamnuiwil, Pater J. — Project Evaluation by 
Potential Tax Reform 
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Shadow price* are derived for small open 
economies with several production sectors ex- 
periencing constant returns to scale. Small 
projects affect the balance of trade, domestic 
prices (of nontraded goods and factors), and sec- 
tor scales. Only domestic prices affect welfare, 
and only if there is not "domestic price equaliza- 
tion.” Generally, a project’s net benefits de- 
pend upon the potential tax (and tariff) reform 
made possible (or necessary) through the bal- 
ance-of-tradc effect. Border prices are right for 
traded goods, but domestic good shadow pric- 
ing requires knowing the direction of at least 
one reversible available tax reform, and pre- 
suming optimality with respect to available re- 
forms. /. Public Econ., June 1986, 30(1), pp. 
1-36. Stanford University. 

Heady, Christopher J. and Mttra, Pradeep 
K. — Optimal Taxation and Public Production 
in an Open Dual Economy 
Hie paper derives rules for organizing public 
production, setting taxes and offsetting labor 
market distortions in an open dual economy. 
Production efficiency is shown to obtain for the 
taxable part of the economy, a generalized Ram- 
sey rule derived for producing-cum-consuming 
households in the directly non taxable sector 
and new characterizations of optimal rural- 
urban migration established in the presence of 
distortionary taxation. A simple general equilib- 
rium model is then numerically implemented 
and used to test the sensitivity of the analyti- 
cally derived optimal policies to alternative as- 
sumptions about government revenue require- 
ments, tax restrictions, the nature of property 
rights, and technological substitution possibili- 
ties. J. Public Econ., Aug. 1986, 30(3), pp. 293- 
316. University College, London; World Bank. 

Hellwig, Martin F. — The Optimal Linear In- 
come Tax Revisited 

The paper shows that the Mirrlees-Seede 
conditions of agent monotonicity and noninferi- 
ority of leisure imply die positivity of the opti- 
mal marginal income tax rate in Sheshinski’s 
model of linear income taxation as well as in 
the general model. The optimal marginal tax 
rate is bounded above by the Rawhian rate, 
which in turn is bounded by the revenue-mui- 
mixiug rate. The optimal marginal tax rate may 


be ar bitr ari ly dose to die Rawls ian rate. How- 
ever, the optimal marginal tax rate is bounded 
away from the revenue-maximizing rate when- 
ever the individual with the lowest ability 
works. J. Public Econ., Nov. 1906, 31(2), pp. 
163-79. University of Bonn. 

Kimbrough, Kent P. — The Optimum Quantity 
of Money Rule in The Theory of Public Fi- 
nance 

This paper examines optimal tax policy in a 
monetary economy in which money serves as 
an intermediate good that helps facilitate the 
conversion of scarce resources into final con- 
sumption goods by enabling consumers to 
economize on the costs of transacting. It is 
shown that in such an environment, even 
though distorting taxes must be levied for reve- 
nue purposes, the optimal tax structure calk 
for abstaining from inflationary finance and 
adopting the optimum quantity of money rule. 
/. Monet. Econ., Nov. 1986, 18(3), pp. 277- 
84. Duke University. 

King, Mervyn A. — A Pi gov ian Rule for the Op- 
timum Provision of Public Goods 
The integrated treatment of optimal taxation 
and public expenditure presented here is based 
on the dual relationship between the prices of 
private goods and the quantities of public 
goods. The conditions for optimum public good 
provision can be expressed as a modification 
of the Samuelson conditions with extra terms 
representing: (1) the distortionaiy effect of taxes 
on the willingness to pay for the public good 
and (2) distributional effects. The former cap- 
ture* A. C. Pigou’s notion of the indirect dam- 
age caused by the need to finance public expen- 
diture out of distortionary taxes, and the author 
calls this the “Pigou term." In certain cases, a 
very simple benefit-cost ratio for public proj- 
ects emerges that is equivalent to measuring 
benefits as if they were taxed. J. Public Econ., 
Aug. 1966, 30(3), pp. 273-91. London School 
of Economics. 

Lsffaat, Jaa n J a c que s and Tlrola, J ean U rn 
IhAorie Normative des Contracts Etet-enter- 
prisas (A Normative Theory of State-Firms 
Contracts) * 
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> rThe authors develop progressively models 
coahhng as to c haracteriz e optimal contracts 
b sto wa- p wanasat and Arms when uncer- 
tainty and various type* of asymmetric informa- 
tion (moral Award sad adverse selection) are 
present. Normative contracts, with a linear 
sharing of overruns, are obtained. Ann. Econ. 
Sm Jan. -Mar. 1986, (1), pp. 107-32 
(French). GREMAQ, University of Social Sci- 
ences of Toulouse; Massachusetts Institute of 
Technology. 

Logan, Robert R. — Fiscal Illusion and the 

Grantor Government 

Empirical studies indicate that unconditional 
intergovernmental grants have a flypaper effect. 
Several authors have modeled recipient govern- 
ment spending under die fiscal illusion to ex- 
plain this phenomenon. In short, grants reduce 
die perceived marginal cost of recipient gov- 
ernment output, this paper develops a more 
general model of illusion that incorporates the 
grantor government, thereby eliminating in- 
consistencies encountered in previous models. 
The more general model implies that grant 
finance increases the perceived marginal cost 
of grantor government output. Thus grant-in- 
duced illusion should have two effects: an in- 
crease in recipient output and a decrease in 
grantor output. The empirical work supports 
this hypothesis. J. Polti. Econ., Dec. 1966, 
84(6), pp. 1304-18. University of Alaska, Fair- 
banks and University of Iowa. 

MotUmjee, Dilip — Shadow Pricing with Sub- 

optimal Policy Rules 

This paper aims to clarify' different views on 
the validity of die Utde-Minrlees border price 
rule for project evaluation in a context where 
the government chooses its controls subopti- 
mafly in a systematic fashion. The rule is shown 
to be vaBd quite generally for small public sec- 
tor projects when die government’s response 
res tores market-clearing to nootradeabJes and 
foreign e xchan g e . It can he invalid to contexts 
of: (1) nonmarket clearing or (2) private sector 
projects that g e ne ra te profits distributed to 
ho us eho l d s, ha the latter case, special treataaent 
el profit elects fc esquired dong the Uaes sug- 
gested by L ; Little and J, Mirrfees. J. PiMc 
Ream., Dec. 1986, 3i®r pp £87*006. Stanford 
U ni v ersit y. ■ 


Moulin, HervC — Characterisations of the Piv- 
otal Mechanism 

The pivotal mechanism is strategy proof (de- 
mand revealing) to public decision problems 
where preferenc es are quasi-Hnear. Moreover, 
no agent has an incentive to "free ride** by with- 
drawing from die committee and consuming 
whatever decision is taken by the remaining 
agents. Strategyproofiiess phis “no free ride” 
characterize the pivotal mechanism. This mech- 
anism is anonymous and neutral. Yet together 
strategyproofhess, anonymity and neutrality do 
not characterize it. They will, however, if rea- 
sonable lower (or upper) bounds on final utili- 
ties are imposed. The last characterization of 
die pivotal mechanism uses the “no free ride” 
axiom and two mild monotonicity properties, 
but not strategyproofhess. J. Public Econ., Oct. 
1986, 31(1), pp. 53-78. Virginia Polytechnic In- 
stitute and State Univeristy. 

Sveasson, Lars-Gunnar and Weibull, Jfirgen 
W. — An Upper Bound on Optimal Income 
Taxes 

This paper identifies a range of tax rates that 
can be disregarded in linear optimal taxation 
approaches before any interpersonal utility 
comparisons are made. In particular, no tax rate 
above a certain level $<1 can be optimal with 
respect to Pareto-inclusive social orderings. It 
is shown that 0 is in general not larger than, 
and sometimes strictly less than, the minimal 
tax rate that maximizes tax revenues. Condi- 
tions under which $ is the least upper bound 
are given, and a comparison is made with tax 
rates obtained by the Rawls ian maximin princi- 
ple. J. Public Econ „ July 1986, 30(2), pp. 165- 
SI. Lund University, Sweden; Institute for In- 
ternational Economic Studies, Stockholm Uni- 
versity. 

Tesfotsion, Leigh — Time Inconsistency of Be- 
nevolent Government Economies 
A dynamic Walrasian economy is said to ex- 
hibit inconsistency if die competitive equilib- 
rium path resulting from government reoptimi- 
zation at some time t > 0 is not a continuation 
of the co m pet i ti v e equilibrium path resulting 
from the government optimization at 

time 0. Necessary and sufficient conditions for 
consistency are established for a general class 
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if dynamic Walrasian benevolent government 
jconomie*. Reliance on nond is tortionary policy 
nstruments is seen to be neither necessary nor 
iufficient for consistency. It is also shown that 
consistency is necessary bat not sufficient for 
he support of a Pareto-optimal path as an opti- 
nal competitive equilibrium path. J. Public 
Econ., Oct. 1986, 31(1), pp. 25-52. University 
if Southern California. 

Iirosby, C. D. and Withers, Glenn A. — Stra- 
tegic Bias and Demand for Public Goods: 
Theory and an Application to the Arts 
This paper provides systematic definition of 
’•ee-rider and other biases in eliciting demand 
or public goods. It also demonstrates practica- 
ile techniques for allowing for these effects via 
rnrvey method. In an application to the case 
f valuing social benefits from the arts, the ex- 
:ent of the biases is calibrated. Hiis enables 
corrected estimates of public good benefit to 
je reported for the arts. An especially interest- 
ng finding is that free-rider behavior is random 
vith respect to observable individual character- 
sties. J. Public Econ., Dec. 1986, 31(3), pp. 
07-27. Macquarie University, North Ryde, 
Australia; LaTrolie University, Bundoora, Aus- 
ralia. 

uotnala, Matti — On die Optimal Taxation and 
Educational Decisions 

The author considers three different ways of 
incorporating individuals' educational choices 
nto the design of optimal income tax policy, 
n one variant of the model it is shown that 
he marginal tax rate is generally not zero at 
he endpoints of distribution, but is most likely 
legative. Using numerical methods it is shown 
hat the marginal tax rate is nondecreasing in 
ncome for a substantia) income range. In addi- 
ton, the calculations support neither the tradi- 
ional views on the egalitarian nature of equal 
education nor its disadvantageous conse- 
uences in the perfect utilitarian society. J. 
Public Econ., July 1986, 30(2), pp. 183-98. 
Jniversity of Helsinki. 

Jsher, Dan — Tax Evasion and the Marginal 
Coat of Public Funds 

Tax evasion and deadweight lorn have similar 
xxuequeoces for the rules of public finance. 


The optimal mix of taxes can be derived from 
the minimization of the sum of aggregate dead- 
weight loss and aggregate cost of tax evasion. 
Similarly, the marginal cost of public funds in- 
cludes allowances for marginal deadweight loss 
and marginal cost of tax evasion per dollar of 
public revenue acquired. Econ. Inquiry, Oct. 
1986, 24(4), pp. 563-66. Queens University. 

Weymark, John A. — A Reduced-Form Optimal 
Nonlinear Income Tax Problem 
For a finite population with quasilinear pref- 
erences, it is shown how Mirrlees’ optimal non- 
linear income tax problem can be simplified 
to a reduced-form problem involving only the 
allocation of the consumption good. This result 
is a finite version of a proposition established 
in the continuum by S. Lollivier and J.-C. Ro- 
chet. J. Public Econ., July 1986, 30(2), pp. 199- 
217. University of British Columbia and North- 
western University. 

Zodrow, George R. — Implementing Tax Re- 
form: The Intergenerational Carryover Prob- 
lem 

The implementation of tax reform may cause 
a "carryover problem” when previously taxed 
income is taxed again under the new tax regime: 
for example, the imposition uf a cash flow con- 
sumption tax would double tax withdrawn sav- 
ings originally financed with after-tax dollars. 
This paper analyzes the optimal implementa- 
tion of a reform that causes such an "intergener- 
arionaT carryover problem and demonstrates 
that phasing-in is likely to be the optimal reform 
implementation policy. This result contrasts 
sharply with the case where the major problem 
induced by reform is arbitrary changes in asset 
prices, where phasing-in is generally of no ben- 
efit. Nat. Tax J.. Dec. 1986, 39(4), pp. 419- 
33. U.S. Treasury Office of Tax Analysts and 
Rice University. 

3S2 National Government E xpen d itures and 
Budgeting 

Morrison, Rodney J. — Fiscal Mar ksm a n s hi p In 
the United States: 1950-83 
In this paper Theft's inequality coeffi c ie n t is 
used to measure die accuracy of es ti matea of 
outlays, receipts, and deficits and surpluses in 
federal budgsii in the United States for the 




1162 Journal of Economic Literature 


period 1950-83. In addition to evaluating over- 
all, Steal marfcsmanabip, actual farecut errors 
are p arti tioned into their three components: 
bias, variance, and randomness. The resalts ob- 
tained indicate that long-term forecasts were 
not very reliable signals of federal fiscal activity 
and that nonrandom sources accounted for at 
least XS percent of the forecast error in 40 per- 
cent of die cases studied. Manchester Sch. 
Earn. See. Stud.. Sept. 1986, 54(3), pp. 322- 
33. Wellesley College. 

3S3 National Taxation, Brawe, and Subsidies 

lacc o wehe, Haftq and Laisney, Francois — Ana- 
lyxe microdonomiqtie de la r£forme de la TVA 
de juillet 1962 en France (Microeconomic 
Analysis of the French VAT Reform rf July 
1962) 

The effects of the reform on the welfare of 
households are analysed with the INSEE sur- 
vey “Budgets des families 1979,” using the 
methodology of M. A. King (1963) applied to 
a linear expenditure system where all parame- 
ters vary with household characteristics. Hie 
evaluation of global consequences of the reform 
uses indices of vertical inequality and horizontal 
inequity. The study indicates a slight redistrib- 
utive effect. Mast households benefit from the 
reform, but households with children are par- 
ticularly advantaged. Am. Earn. Statist., Apr./ 
June 1966, (2), pp. 37-74 (French). GREMAQ, 
University of Social Sciences, Toulouse. 

Burro, Robert J. and Safaasalnd, Chaipat — Av- 
erage Marginal Tax Rates from Social Secu- 
rity and the Individual Income Tax 
The authors extend previous estimates of the 
average marginal tax rate from the federal indi- 
vidual income tax to include soda! security. The 
computations consider the tax rates on employ- 
ers, employees, and the self-employed; the in- 
come that accrues to persons with earnings be- 
low the ceiling; and the effective deductibility 
of emplo yer s * social security contributions from 
workers’ taxable income. The net effect of social 
security on the average marginal tax sate Is be- 
low .02 until 1966, but then rises te .03 in 1968, 
.04 in 1973, 05 te 1974, . 06 te 190% sad .07 
te Ittt. /. Bus., Ft; fc Oct 1966, 99(4), PP- 
doq w. vOfvnstty Of HOCMwr; nuigrri VBr 
varsity. ■ « : - 


Boveoberg, Arty Inn* Capital Income Taxa- 
tion in Growing Open Economies 
This paper studies bow alternative capita 
mobility assumptions affect the incidence anc 
efficiency of capital income taxation, it uses 
two-country intertemporal equilibrium mode 
in which imperfectly elastic investment cap. 
tures die notion of imperfectly mobile physical 
capital. If home goods and foreign goods ar 
perfect substitutes and investment is relatively 
inelastic, tax effects in open and closed econo- 
mies are similar. Only if physical capital is per- 
fectly mobile are capital income taxes com- 
pletely shifted in small optei economies. Only 
then, and if significant terms of trade effects 
are absent, do open economy efficiency losses 
substantially exceed closed economy losses. /. 
Public Econ., Dec. 1986, 31(3), pp. 347-76. 
International Monetary Fund. 

Fullerton, Don and Lyon, Andrew B. — Uncer- 
tain Parameter Values and the Choice among 
Policy Options 

The authors use a tax policy example to show 
how debate on die value of an elasticity parame- 
ter translates into a debate about policy choices. 
To construct this example, suppose that the 
choice among four particular tax reform options 
is based on a single measure of efficiency gain. 
For each reform, it is shown how the size of 
this gain depends upon the elasticity of saving 
with respect to the net rate of return. More- 
over, within quite narrow and reasonable 
bounds fin- the elasticity parameter, the authors 
find regions in which each of three different 
tax reforms turns out to dominate die others. 
/. Public Econ., June 1966, 30(1), PP- 109-16. 
U.S. Treasury Department; U.S. Congress. 

Pressman, Steven— A Tale of Two Taxpayers: 
The Effects of the Economic Recovery and 
Tax Act of 1961. 

Although ERTA gave wealthy taxpayers die 
largest reductions in marginal tax rates, effec- 
tive tax rates have fallen more for middle class 
taxpayers. This paper examines the reasons for 
this phenomenon. Most importantly, lower 
marginal rates reduced charitable contributions 
and borrowing by wealthy t ax pa y e r s. This re- 
duced their itemised deductions and increased 
their taxes. For mi d d le class taxpayers, more 
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liberal adjustments to income lowered effective 
tax rates. Contrary to the claims of supply-side 
economists, there were no discernible income 
effects from the 1981 tax cut. J. Post Keynesian 
Econ., Winter 1986-87, 9(2), pp. 226-36. Mon- 
mouth College, West Long Branch, New Jer- 
sey. 

Sahasakul, Chaipat — The U.S. Evidence on 
Optimal Taxation over Time 
This paper considers a tax rule in which a 
uniform tax rate over time becomes optimal. 
Its implications are that: (1) changes in the tax 
rate should arise only when there are changes 
in permanent government expenditures and (2) 
no variable other than permanent government 
expenditures should be of any value in predict- 
ing the tax rate. These implications are tested, 
using U.S. data for 1937-82. Empirical results 
of the tests reveal that, in addition to respond- 
ing to permanent government expenditures, 
the tax rate also responds to temporary defense 
purchases, the general price level, and a time 
trend. /. Monet. Econ., Nov. 1986, 18(3), pp. 
251-75. Rutgers University, Newark, New Jer- 
sey. 

Warren, Alvin C., Jr. — The Timing of Taxes 
Hiis paper considers the conditions under 
which the deferral or acceleration of a tax will 
not affect its present value. Expenditure and 
wage taxation, estate and gift taxation, dividend 
taxation, income taxation of deferred compensa- 
tion, and income taxation of insurance compa- 
nies are examined to draw some general conclu- 
sions about the significance of their common 
attributes for tax policy analysis. Nat. Tax /., 
Dec. 1986, 39(4), pp. 499-505 Harvard Uni- 
versity. 

3S4 State and Local Government Finance 

Benker, Karen M. — Tax Expenditure Report- 
ing: Closing the Loophole in State Budget 
Oversight 

In recent years, states have developed and 
improved budget o vers ig ht tools to strengthen 
control over public expenditures. However, de- 
spite these efforts, there is an area of the budget 
that ro utin e ly escapes rigorous inspection. This 
is the large allocation of state resources through 


the use of tax expenditures, which reduce the 
taxes which might otherwise be collected. The 
federal government and seventeen state gov- 
ernments have begun the process of conducting 
an inventory and cataloguing ail deviations from 
the normal tax code. These tax expenditure re- 
ports supplement the annual or biennial budget 
document. This article examines the major fea- 
tures of tax expenditure reporting at the state 
level. Nat. Tax J.. Dec. 1986, 39(4), pp. 403- 
17. National Association of State Budget Offi- 
cers. 

Foilain, James R. and Miyake, Tamar Emi — 
Land versus Capital Value Taxation: A Gen- 
eral Equilibrium Analysis 
This paper analyzes via a computable general 
equilibrium model the effects of a reduction 
of the Jamaican income tax in fevor of either a 
land value tax or a capital value tax. Important 
conclusions include: (1) There is less revenue 
potential from an LVT than from a CVT; (2) 
the wellfare gains from the LVT are sensitive 
to the type of economy; and (3) the declines 
in deadweight loss that result from a switch to 
a CVT are modest, and it is possible that dead- 
weight loss increases. This analysis also exam- 
ines the effects of such a switch upon resource 
allocation and income distribution. Nat. Tax J., 
Dec. 1986, 39(4), pp. 451-70. University of Illi- 
nois; New York State Assembly. 

Cordon, Roger H. and Wilson, John Doug- 
las — An Examination of M ultijurisdictional 
Corporate Income Taxation under Formula 
Apportionment 

This paper examines how corporate taxation 
of multijurisdictiona! firms using formula appor- 
tionment affects the incentives feeing individual 
firms and states. Formula apportionment cre- 
ates factor price distortions that vary across 
firms within a state in a way that gives a com- 
petitive advantage to mulitstate firms. Incen- 
tives for cross-hauling of output are also cre- 
ated, with production in low tax rate states more 
profitably sold in high tax rate states, and con- 
versely. Politically, formula apportio n ment is 
very unstable— states fece an incentive to shift 
to another form of taxation, None of these prob- 
lems exist when a co r po ra t e tax sues separ a te 
acco untin g. Ktx m om etrica , Nov. 1996, 54(6), 
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pp. 1357-73. University of Michigan; Indiana 
University. 

t 

Mildred, WHKant M. and Pinto, James V. — 
Passive Tax Expenditures; Estimates of 
States’ Revenue Losses Attributable to Fed- 
end Tax Expenditures 

States that tax personal income and link their 
definitions of taxable income and allowable de- 
ductions to Hie definitions in the federal tax 
code suffer significant revenue losses because 
of that linkage. This article presents estimates 
of the revenue lost by each state, and argues 
that these passive tax expenditures are undesir- 
able because they are inefficient and because 
states do not control their own tax bases. J 
Earn. Issues, Dec. 1986, 20(4), pp. 941-52. 
Central State University, Edmond, Oklahoma; 
Northern Arizona University. 

MikeseU, John L — Amnesties for State Tax 
Evaders: The Nature of and Response to Re- 
cent Programs 

Since 1981, twenty-five states have con- 
ducted or have authorized formal amnesties un- 
der which businesses and individuals could pay 
prior tax liabilities without the penalties nor- 
mally associated with tax evasion or nonobser- 
vance. Structural features of the programs have 
varied widely, however, as have the results in 
yields and impact on equity. This paper exam- 
ines the structural components of each program 
and compiles yield data for the programs. Anal- 
ysis shows that whether accounts receivable are 
eligible for amnesty is particularly important 
for yield. Revenue effects, long terra as well 
as short term, and effects on fundamental equity 
and compliance incentives suggest that some 
amnesties may have been too broad, but that 
a number had made a dearly positive effect 
on tax administration and compliance. Nat. Tax 
/., Dec. 1966. 39(4), pp. 507-25. Indiana Uni- 
versity. 

Pollock, Rickard and Suyderbood, Jack P.— 

The Role of Rainy Day Funds in Achieving 
Fiscal Stability 

The dtaunka and design of fiscal stabiliza- 
tion at the state level has been hampered by 
ike absence of an adequate Jsamework to evalu- 
ate own-amrae revenue, expend i tures, elastic*- 


ties, and cash balances in a longer-run, dynamic 
context. The lack of clear concepts and mea- 
sures of fiscal stability is part of this lack of an 
appropriate framework. The potential for de- 
sign failures of formula-based rainy day funds 
documents the danger of not having an ade- 
quate analytic paradigm. The authors develop 
a framework and an objective measure of fiscal 
stability that helps to fill this analytic gap. Simu- 
lations using these analytic tools indicate that 
formula-liased rainy day funds can lie destabiliz- 
ing is not properly implemented. Nat. Tax J., 
Dec. 1986, 39(4), pp. 485-97. University of 
Hawaii. 

325 Intergovernmental Financial Relationships 

Hettich, Walter and Winer, Stanley — Vertical 

Imbalance in the Fiscal Systems of Federal 

States 

A theory of vertical fiscal imbalance in federal 
states (VFI) is developed that distinguishes be- 
tween long-run and short-run imbalances and 
between normative and positive interpretations 
of the concept. The analysis is carried out in 
the context of a simple three-sector model 
where the allocation of national output among 
sectors results from interaction of a public- 
choice process with an overall resource con- 
straint. The paper proposes welfare-theoretic 
definitions of long-run and short-run VFI. In 
addition, it uses the concept as part of a positive 
analysis in order to reassess broad trends in 
Canadian fiscal history. Can. /. Econ., Nov. 
1986, 19(4), pp. 745-65. California State Uni- 
versity; Carleton University, Ottawa. 

Hewitt, Daniel — Fiscal Illusion from Grants 

and the Level of State and Federal Expendi- 
tures 

The theory of fiscal illusion maintains that 
local grant receipts will increase the demand 
for local public goods. This paper extends the 
fiscal illusion thesis to the federal and state lev- 
els. Federal or state grants to localities will in- 
crease the taxes levied by Hie donating agency 
without permitting an associated increase in di- 
rect services. If cou sum er/ voters cure largely un- 
aware of in t e rgovernmental t rans fer s , grants 
will moke the federal and state governments 
appear inefficient and thereby decrease demand 
for federal and state public goods. The hypothe- 
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sis is tested and confirmed by using survey data 
to estimate the impact of grants on the demand 
fur state government expenditures. The fiscal 
illusion tendency is then used to explain ob- 
served shifts in the demand for defense expen- 
ditures. Nat. TaxJ., Dec, 1986, 39(4), pp. 471- 
83. University of Connecticut. 

400 International Economics 

410 International Trade Theory 
411 International Trade Theory 

Art us, Patrick — Comment function ne le 

march£ des exportations? (How Does The Ex- 
port Market Operate?) 

In this paper, several models (perfect or im- 
perfect competition, flexible or fix-price mod- 
els) for the determination of the level and the 
price of exports of manufactured goods are de- 
veloped and estimated. A special interest is 
given to the link lietween the situation (price 
level and level of demand) on the domestic mar- 
ket, the volume and price of exports, and the 
degree of flexibility of prices. Ann. Earn. Sta- 
tist., Apr./June 1986, (2), pp. 3-36 (French). 
Bank of France. 

Bowden, Roger J. — An Empirical Model of Bi- 
lateral Trade (or Its Absence) in Manufac- 
tured Commodities 

Trade theories such as factor proportions, 
Linder, product cycle or gravity explanations 
are integrated into a compound structural rep- 
resentation, yielding a statistical nesting in 
which the contributions of different theories can 
be assessed and tested. Trade flows are disag- 
gregated by origin, destination, and commod- 
ity. Censoring elements in the model predict 
whether or not trade will take place as well as 
the magnitude of observed trade flows. The 
method of estimation is maximum likelihood. 
The results strongly support gravity, partially 
support elements of factor proportions and Lin- 
der, and suggest an interaction between prod- 
uct cycle and Linder explanations. Manchester 
Sch. Earn. Sec. Stud., Sept. 1986, 54(3), pp. 
255-82. University of Western Australia. 

Cawing, James — A Note on die Welfare Coat 
of a Tariff 


Although for a small country the imposition 
of a tariff lowers national income at world prices, 
the reduction may itself be larger or smaller 
in the short run than in the long run. This paper 
exploits a simple quasi-specific factors model 
in order to isolate the forces at work and to 
derive' the conditions for contemporaneous na- 
tional welfare to be higher or lower in the 
longer run. Eastern Econ. /., Apr .-June 1986, 
12(2), pp. 145-48. University of Pittsburgh. 

Chaudhuri, T. Datta and Khan, M. AH — Com- 
mercial Policy in an Asymmetric World 
Economy 

The authors present a two-country model of 
international trade and foreign investment with 
asymmetry in the sense that one of the coun- 
tries, North, is a capital-rich, resource-poor 
economy; whereas the other. South, is a re- 
source-rich, labor-surplus economy. The model 
thus highlights production interdependence os 
well as dependence through trade. The authors 
analyze the effects of commercial policies and 
factor accumulation on the allocation of re- 
sources and distribution of income. J. Earn. 
(Z. Nationalokon.), 1986, 46(2), pp. 143-61. 
University of Calcutta; University of Illinois. 

Dinopoulos, Elias and Wootion, Ian — A North- 
South Model of International Justice 
The present paper develops a model with 
the South producing only a composite good, 
utilizing technology imported from the North 1 . 
Hie North produces both technology and the 
composite good, it is demonostrated that free 
trade is not "just” in the Kawlsian sense. Alter- 
native trading schemes, which are designed to 
maximize the welfare of the South, are exam- 
ined and the optimal Rawlsian transfer from 
North to South is calculated. Can. J. Econ., 
Nov. 1986, 19(4), pp. 766-79. Michigan State 
University; University of Western Ontario. 

Dixit, Avinash K. and Grossman, Gene M. — 
Targeted Export Promotion with Several Oli- 
gopolistic Industries 

The authors study export promotion policies 
in situations where several oligopolistic indus- 
tries compete for the services of a sector-specific 
facto? of production. The partial equilibrium 
argument tat strategic subsidies must be modi- 
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Bed to incorporate general equilibrium . effects 
storking through the factor market. It is (bund 
that these effects generally weaken the case for 
profit-sharing subsidies. In a benchmark case 
with symmetric exporting industries, fixed coef- 
ficient* tochnofogixed and an inelastic supply 
of the specific factor, free trade is shown to 
be optimal. J. Int. Earn., Nov. 1986, 27(3/4), 
pp. 233-49. Princeton University. 

* 

Dixit, Avinash K. and Norman, Victor — Gains 
from Trade without Lump-Sum Compensa- 
tion 

This paper examines the possibility of design- 
ing a free- trade equilibrium that is Pareto-supe- 
rior to a given autarkic one, using r redistribu- 
tive tools other than lump-sum transfers. It is 
shown that: (1) if the production frontier allows 
some nonzero transformation in a neighborhood 
of autarky, and (2) there is a commodity, pure 
or composite, for which no two consumers trade 
on opposite sides of the market, then taxes and 
subsidies on goods and factors suffice for the 
purpose. If uniform poll subsidies are available, 
then condition (2) is not needed. Such policies 
are compatible with incentive-compatibility 
constraints, while lump-sum transfers are not. 
J. Int. Earn., Aug. 1986, 27(1/2), pp. 111-22. 
Princeton University; Norwegian School of 
Economics and Business Administration, Ber- 
gen, Norway. 

Felder, Joseph — Protectionism, Domestic Mo- 
nopoly, and the Levels of Domestic Produc- 
tion and Consumption 
A comparative static analysis is made of a 
small open economy that adopts protectionist 
policies, including a ban on international trade 
in the protected commodity, a prohibition on 
imports only, a tariff on Imports, and a quota 
on imports. Conditions are identified under 
which local production and/sales decrease un- 
der p rot e ctionism. Every policy, except possi- 
bly autarky, s u bsi dize s ownership of the local 
industry rather than production or sales, per 
se. Ibis is especially true when the domestic 
industry consists of just one art few firms since 
a monopoly caa exploit more fully the profit 
potential uf 'protec tion , ^usrt. J . Bus* Econ., 
Autumn 1966, 43(4). pp. 77-100. Bradley Uni- 
wanitv. Peoria, Illinois. 


Gator, Oded G lobal Dynamic Inefficiency in 
the Absence of International Policy Coordina- 
tion: A North-South Case 
This paper demonstrates that decentralized 
behavior, reflected in noncoordfnated resource 
pricing and investment strategies, may lead to 
global dynamic inefficiency. It is shown that 
in a North-South world, capital accumulation 
in the North reduces the social cost associated 
with the presence of labor market imperfections 
of the Lewis type in the South; whereas, re- 
source pricing in the South affects investment 
decisions in the North. Thus, international pol- 
icy coordination is required for attaining global 
dynamic efficiency. J. Int. Econ., Aug. 1986, 
27(1/2), pp. 137-49. Brown University. 

Grinds, Earl L. — Foreign Investment and 
Economic Growth: Characterization of a Sec- 
ond-Best Policy for Welfare Cains 
This paper prescribes corrective taxes for im- 
miserizing growth and customs union formation 
(growth through removal of trade barriers) 
when the home country and the rest of world 
are financially linked through foreign -invest- 
ment and ownership of assets. An always feasi- 
ble policy, which generates Pareto welfare gains 
for home country residents (and union coun- 
tries’ residents) is found. With foreign owner- 
ship, the policy generally requires a specific 
profits tax in addition to the usual taxes on 
traded goods and factors. The polity does not 
harm residents in the rest of the world; growth 
is Pareto noninferior from the world point of 
view./. Int. Econ., Aug. 1986, 27(1/2), pp. 165- 
71. University of Illinois. 

Itob, Motoahige and Klyono, Kazuharu — Wel- 
fare-enhancing Export Subsidies 
This paper shows that export subsidies on 
marginal goods and those on nomnarginal goods 
have opposite welfare effects for the country 
imposing these subsidies, where marginal 
goods are the ones that would be exported by 
only a small amount or not at ail under free 
trade, but whose export can be promoted con- 
siderably by export subsidies. The former en- 
hances the imposing country’s welfare, while 
the latter worsens it. The paper also throws 
fight on related issues such as industrial target- 
ing policy. /. PolH. Econ., Feb. 1987* 93(1), 
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pp. 115-37. University of Tokyo; Gakushuin 
University, Tokyo. 

Jensen, Richard and Thuriby, Marie C. — A 
Strategic Approach to the Product Life Cycle 
This paper analyzes the steady-state, open- 
loop Nash equilibrium of a game in which a 
Northern monopolist devotes resources to a 
new product development and a Southern plan- 
ner diverts resources into reverse engineering 
to learn the technology to produce these. A 
steady state equilibrium technology gap exists, 
showing that a constant technology gap over 
time can be explained by optimal strategic be- 
havior of decisionmakers in a product cycle 
model. Given resource costs, neither the 
Northern monopolist nor the Southern planner 
wants to alter the gap. Comparative steady state 
analysis is used to compare strategic versus n on- 
strategic behavior. J. Int. Econ., Nov. 1986, 
21(3/4), pp. 269-84. Ohio State University. 

Kemp, Murray C. and Tawada, Makota — The 
World Production Frontier under Variable 
Returns to Scale 

The authors consider the properties of the 
world production set under conditions of vari- 
able returns to scale, with some (but not all) 
factors internationally mobile, it is shown that, 
broadly speaking, the world production set has 
the same properties as the production set of a 
single closed economy. J. Int. Econ., Nov. 
1986, 21(3/4), pp. 251-68. University of New 
South Wales; Nagoya City University, Japan. 

Kemp, Murray C. and Wan, Henry Y., Jr. — 
Cains from Trade with and without Lump- 
sum Compensation 

It is shown by example that there are situa- 
tions in which free trade is Pareto-beneficial 
if, and only if, compensation is effected by lump 
sum tranfers and that there are situations in 
which free trade is Pareto- beneficial if, and only 
if, compensation is not lump sum. J. Int. Econ . , 
Aug. 1986, 21(1/2), pp. 99-110. University of 
New South Wales, Australia; Cornell Univer- 
sity. 

M a fn war i n g, Ly ra s Inter n ational Trade in 
New and Used Machines 


The paper applies Piero SraSs’s model of 
fixed capital to die analysis of international trade 
in machines. A small economy specialized in 
one final product can purchase machines of any 
age from a Urge economy at fixed prices. The 
appropriate choice of machine age and some 
implications for income distribution are exam- 
ined under a variety of circumstances, including 
positive costs of transporting machines. The 
consequences of technological progress in the 
large country are also analyzed. Cambridge }■ 
Econ., Sept. 1986, 10(3), pp. 247-63. Univer- 
sity College, Cardiff. 

Mfyagiwa, Kaz F. — A Reconsideration of the 
Welfare Economics of a Free-Trade Zone 
This paper presents a model of a free-trade 
zone that incorporates the fret that such zones 
are often established by government subsidies 
designed to promote nontraditional exports. In 
this model the condition is derived under which 
the establishment of a free-trade zone can in- 
crease welfare regardless of the relative factor 
intensity of a zone-based industry. However. 
Hie relative factor intensity of a free-trade zone 
plays a crucial role in determining the change 
in welfare fallowing economic growth and for- 
eign investment./. Int. Econ.. Nov. 1966,21(3/ 
4), pp. 337-50. The University of Dayton. 

Rodrifc, Dani — Tariffs, Subsidies, and Welfare 
with Endogenous Policy 
It is a well established proposition of trade 
theory that in the absence of directly trade-re- 
lated distortions or policy goals subsidies are 
superior to tariffs for achieving any economic 
or noneconomic objective. This paper shows 
that once the endogeneity of the distortion or 
noneconomic objective is allowed for, the wel- 
fare-ranking of various policies can be reversed. 
The particular model analyzed is one where 
the level of noneconomic objectives that have 
to be fulfilled itself depends on the policy tools 
considered to fuffill them. This arises from the 
public-good nature of tariffs compared to subsi- 
dies. /. Int. Econ „ Nov. 1966, 21(3/4), pp. 283- 
99. Harvard University. 

Steiger, Robert W. — Measurement of the Fac- 
tor Content of Foreign Trade with Traded 
I nte r m e diat e Goods 
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In a rooeot article, Eftma Heipman (1984) 
develop*, readily testable bilateral restrictions 
te t model of international trade, which pre* 
t erra the spirit of Heckschen-OhKn trade the- 
ory. lopodnt in any empirical exploration of 
the Hecks ch e r -Qhhn model is dm decision of 
whether to employ direct or direct -phis-indl- 
rect calculations in determining the factor con- 
tent of trade. This paper extends Heipman 's 
analysis to a world of freely traded intermediate 
goods, and shows that direct factor content cal- 
culations are the theoretically appropriate mea- 
sure for use in evaluating these empirical impli- 
cations of the Heckscber-Ohiin model. J. Int. 
Ecan., Nov. 1986, 21(3/4), pp. 361-68. Stanford 
University. 

Stodcman, Alan C. and Delhi, Harris — Asset 
Markets, Tariffs and Political Risk 
A model with political risk and uncertainty 
about tariffs implies a relationship between con- 
sumption and tariff) that differs radically from 
the implication of models without asset markets 
or political risk. Given the probability distribu- 
tion of tariffs, domestic consumption, and utility 
(ex poet j are lower when there is a domestic 
tariff and no foreign tariff than where there is 
a foreign tariff and no domestic tariff. This con- 
clusion would be reversed in the absence of 
asset markets. The results imply that observed 
relations between consumption and tariffs may 
differ from the usual predictions in both time 
series or cross sections. J. Int. Econ., Nov. 
1988, 21(3/4), pp. 199-213. University of Roch- 
ester; Vanderbilt University. 

Tgao wl ty, Stephen J. — Optimal Tariffs in 
Consistent Conjectural Variations Equilib- 
rium 

This paper analyzes the determination of the 
optimal tariff under the assumption of Consis- 
tent Conjectural Variations (CCV). A general 
ch ar acterisation of the CCV equilibrium is 
given. Tim author shows that: (1) there are, in 
genera), a nwiti p h city of such equilibria, and 
(2) under certain re at rictioni, the Cournot equi- 
librium which b based on the assumption of 
no retaliation, can ako be a CCV equilibrium, 
fly c oo treat , free trade is never a CCV equilib- 
rium. Finally, the CCV equt&brima is solved 
m mxopm vxanspte. /, tm. won., 
Nov. 1M$. 21(3/4), pp. 301-12. University of 


Illinois and National Bureau of Economic Re- 
search. 

Wong, Kar-yiu — Are International Trade and 
Factor Mobility Substitutes? 

This paper analyzes whether factor flows and 
commodity trade are substitutes or comple- 
ments, i.e., whether increasing the level of one 
impacts adversely or favorably on the volume 
of the other. It derives, with the aid of a new 
general equilibrium framework of the world 
that allows possible differences in factor and 
endowments, the necessary and sufficient con- 
dition for substitutability and complementarity. 
The results are then further examined in two 
special cases. A survey of different concepts of 
substitutability are complementarity that have 
appeared in the literature is also given. J. Int. 
Econ., Aug. 1986, 21(1/2), pp. 25-43. Univer- 
sity of Washington, Seattle. 

Wong, Kar-yiu — International Factor Move- 
ments, Repatriation and Welfare 
This paper analyzes two different ways of al- 
lowing foreign capital inflow: introducing it into 
the domestic economy and introducing it into 
a duty-free zone. It shows how the ranking of 
the two policies depends on the production pat- 
terns in the duty-free zone and the rules of 
factor income repatriation. The result can lie 
used to explain the discrepancy between the 
rankings of these policies in two recent papers. 
The analysis also shows how the way of repatri- 
ating factor income could affect the equilibrium 
of factor movement, the welfare of the factor 
owners, and the welfare of the countries con- 
cerned, /. Int. Econ., Nov. 1986, 21(3/4), pp, 
327-35. University of Washington, Seattle. 

Wooton, Ian — Preferential Trading Agree- 
ments: An Investigation 
A three-country general equilibrium model 
of international trade in an arbitrary number 
of goods is constructed and the welfare effects 
of the formation of a preferential trading dub 
(e.g. , customs union, free trade area) are ana- 
lyzed. /. Int. Econ., Aug. 1986, 21(112), pp. 
81-87. University dfWertem Ontario, London, 
Ontario. 

Yeb, Yeonf-Her — Use Maximum Revenue Tar- 
iff vs. Transfer Payments 
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This paper intend* to show that when the 
iome country imposes the maximum revenue 
tariff, It will decrease the welfare of the foreign 
country. However, if the foreign country offers 
transfer payment to Hie home country in order 
to have the tariff removed, its welfare could 
decrease even more. Eastern Econ, J., Apr.- 
une 1986, 12(2), pp. 142-44. University of 
Hawaii. 

_'oung, Leslie — A Note on ‘Sector Specific Cap- 
ital, Interconnectedness in Production, and 
Welfare' 

The author notes some errors in a recent pa- 
ler by T. D. Chaudhuri and M. A. Khan on 
the effects of international investment in a la- 
bor-surplus country and identifies a mechanism 
whereby comparative static changes apparently 
harmful to the investing country can end up 
benefitting it. Can. J. Econ., Nov. 1986, 29(4), 
ip. 678-84. University of Texas. 

4X0 Taxon Relations; Commercial Policy; 

International Economic Integration 

4X1 Trade Relations 

Bailey, Martin J.; Tavlas, George S. and Ulan, 
Michael — Exchange-Rate Variability and 
Trade Performance: Evidence for the Big 
Seven Industrial Countries 
This study presents results on the linkage 
between exchange-rate variability and exports 
of the Big Seven. Unlike previous work, the 
authors consider the demand of oil-producing 
nations given by their real export earnings 
and measure foreign income at both “high” 
and “low" dollar exchange-rate levels in or- 
der to exdude a bias by a specific exchange 
rate. Finally, a test is performed for the ef- 
ects of instantaneous and delayed impacts of 
exchange-rate variability on exports. In sum, 
exchange-rate variability has not adversely 
affected exports of any of the Big Seven Coun- 
ties over the flexible- rate period. WeitwirttcJi. 
Arch.. 1966, 122(3), pp. 466-77. U.S. State 
deportment; International Monetary Fund; 
J.S. State Department. 

daa, Lawrence R. — The Excess Supply-Pure 
Demand Approach to Internationa) Com- 
modity Trade: The Case of Japanese Steel 
Exports to the United States 


The purpose of this paper is twofold: (1) to 
develop a theoretical framework for the analysis 
of export supply that is empirically more fruitful 
than existing approaches and (2) to present an 
empirical application of the theory to the mar- 
ket for Japanese steel, thereby quantifying im- 
portant export supply elasticities not dealt with 
in the past. Evidence is presented that indicates 
that the supply of Japanese steel exports to the 
United States is price elastic and sensitive to 
Japanese and rest of world demand conditions. 
Econ. Inquiry, Oct. 1986, 24(4), pp. 645-56. 
John Carroll University. 

Doroodian, Khosrow — The Permanent Income 
Theory of Demand for Imports of Finished 
Manufactured Goods: The Case of the United 
States. 

Studies in international trade have suffered 
from a lack of empirical testing of the validity 
of permanent income hypothesis. This study 
attempts to fill the gap by developing an import 
demand function that includes transitory and 
permanent income as explanatory variables. 
The results are compared with those obtained 
from a traditional model. The statistical findings 
support the permanent income hypothesis as 
mud) as they support the current income hy- 
pothesis. Thus, the policy implications based 
on the latter hypothesis do not seem to he called 
into question when the former hypothesis is 
substituted for the current income hypothesis. 
Quart. /. Bus. Econ.. Winter 1987. 26(1), pp. 
78-85. Ohio University. 

Cahlen, Bamhard; Rahmeyer, Fritz and Sta- 
dler, Manfred — Zur. international en Wett- 
bewerbsfihigkeit der dutschen Wirtschaft. 
(The International Competitiveness of the 
German Economy) 

Deficits in the balance of current account be- 
tween 1979 and 1981 induced a lively discussion 
about the competitiveness of the German econ- 
omy. In this paper the authors discuss some 
recent research on international competitive- 
ness and examine the usefulness of the com- 
monly used indicators as there are current ac- 
count balance*, world ma rket shares, real 
exchange rates, the adjustment of the e co nom ic 
atruotiu* to changing supply and demand con- 
ditions as wW as technology indica to rs like 
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to real (hods. Regressions, consistent with the 
hypothesis that oaimt exchange rate change* 
create immadU bt PPP deviation* that are 
slowly dissipated but not eliminated, imply that 
both stick price* and real (hock* are responsible 
for the recent failure of PPP. /. Int. Econ., 
Nov. 1966, 91(3/4), pp. 313-96. State Univer- 
sity of New York at Albany. 

Dow, Sheila C. — Post Keynesian Monetary 
Theory for an Open Economy 
Monetary theory of the balance of payments 
has become synonymous with global monetar- 
ism by default. This paper puts forward an alter- 
native monetary theory of the balance of pay- 
ments, which extends to the open economy 
Keynes’s theory of liquidity preference and sub- 
sequent work in the Keynesian tradition on the 
endogeneity of the money supply process. Hie 
theory is expressed in the context of business 
cycle analysis. Openness is shown to increase 
the scope for financial instability. This result 
contrasts with the orthodox view that open- 
ness may increase the incidence of cycles, but 
nevertheless reduces their amplitude. J. Post 
Keynesian Econ . , Winter 1966-87, 9(2), pp. 237- 
57. Stirling University, Scotland. 

Evans, Paul — Is die Dollar High Because of 
Large Budget Deficits? 

It is widely believed that the U.S. dollar has 
been high in recent yean because of large U.S. 
budget deficits. Using three statistical tech- 
niques, this paper shows that the belief has no 
empirical support. Ricard i a n equivalence may 
explain die lade of a positive association be- 
tween the budget deficit and the dollar's ex- 
change rate./. Monet. Econ., Nov. 1986, 18(3), 
pp. 227-49. University of Houston. 

Flood, Robert P. and Hodrfek, Robert J . — 
Real Aspects of Exchange Rate Regime 
Choice with Cottapsing Fixed Rates 
Typical evaluations of die choice of exchange- 
rate regime examine the pe r formance of the 
real economy and assume that the regimes last 
indefinitely. In contrast, actual regimes are 
quite transitory. This paper examines how the 
piecncoom of Two popoMn rnooeii w roc aewr- 
mkuMon of some real econo mi c variables must 


be modified when agents rationally perceive 
that a fixed-rate regime will be transitory. The 
models studied are simple stochastic versions 
of the models in Rudiger Dombusch (1976) and 
Robert P. Flood and Nancy P. Marion (1982). 
J. Int. Econ., Nov. 1986, 21(3/4), pp. 215-32. 
Northwestern University and National Bureau 
of Economic Research. 

Hogan, Lindsay I. — A Comparison of Alterna- 
tive Exchange Rate Forecasting Models 
this paper compares structural and times-se- 
ries models on the basis of their accuracy in 
forecasting the Australian-U.S. dollar exchange 
rate. Purchasing power parity, forward ex- 
change theory, static and dynamic specifications 
of both the flexible-price and sticlcy-price mone- 
tary models, and univariate AR1MA models are 
considered. Forecasts are generated at horizons 
of one to four quarters. In contrast to overseas 
results, several models in this study are found 
to generate forecasts superior to the random 
walk model. Econ. Rec., June 1986, 62(177), 
pp. 215-23. Bureau of Agricultural Economics, 
Canberra. 

Honohan, Patrick and Peruga, Rodrigo — Ex- 
change Rates Do Not Fail Variance Bounds 
Tests 

Market efficiency and rational expectations 
place theoretical bounds on the volatility of ex- 
change rates in the context of the monetary 
approach to exchange rate determination. It is 
shown that, when account is taken of the slug- 
gishness of domestic prices, these bounds are 
satisfied by actual exchange-rate movements. 
Manchester Sch. Econ. Soc. Stud., Sept. 1986, 
54(3), pp. 308-13. Office of the Taoiseach, 
Dublin, Ireland; University of California, San 
Diego. 

Kearney, Cohn and MacDonald, Ronald — A 
Structural Portfolio Balance Model of the 
Sterling-Doliar Exchange Rate 
In this paper a version of the portfolio- bal- 
ance approach to the determination of die ex- 
change rate is implemented structurally for the 
sterling-dollar exchange rate over the period 
1973-82. The model is implemented using the 
Bnrinard-Tobin methodology, which ensures 
that die necessary adding-up restrictions are 



oeteci ed Ab*n out 


11 /v> 


satisfied, Bed) Ordinary Least Square* and tbe 
Tbed-Coldberger mixed estimation procedure 
we used to estimate tbe model. A variety of 
asset shock simulations are conducted, and tbe 
response of interest rates and the exchange rate 
to such shocks is illustrated. WeitwirUch, 
Arch., 1986, 122(3), pp, 478-96. University of 
New South Wales; University of Aberdeen. 

Kiguel, Miguel A. — Macroeconomic Adjust- 
ment under a Sliding Peg Exchange Rate and 
Imperfect Capital Mobility 

This paper introduces a model of a small open 
economy under a sliding peg exchange-rate 
rule, imperfect capital mobility, and rational 
expectations. It is shown that a reduction in 
the rate of crawl leads to an appreciation of 
the real exchange rate, a current account defi- 
cit, and capital inflows. When capital is highly 
mobile internationally, there might even be ini- 
tially an increase in the rate of inflation. Con- 
trary to what has become common knowledge, 
large capital flows do not create instability. Tbe 
paper also emphasizes the need to coordinate 
tbe exchange-rate rule with the budget deficit. 
Eastern Econ. ].. July-Sept. 1986, J2{3), pp. 
297-306. University of Maryland. 

Laskar, Daniel — International Cooperation 
and Exchange Rate Stabilization 
The author shows that exchange rate stabili- 
zation can be viewed as a public good. Conse- 
quently, when countries do not coordinate their 
economic policies, the exchange rate fluctuates 
more than in the case of international coopera- 
tion. A quite standard two-country model 
where the policymakers of each country have 
at their disposal one policy instrument, the 
money stock, and want to reduce the fluctua- 
tions of both the domestic output and the do- 
mestic price level is considered, Then, the non- 
cooperative Nash equilibrium is compared to 
the set of Pareto optima. The analysis provides 
a formal argument for some exchange-rate stabi- 
lization. /. Int. Econ., Aug. 1986, 21(1/2), pp. 
151-64. CNRS-CEPREMAP, Paris. 

Sauernhebner, Karihas* — Tariffs, Imported 
Inputs and Employment 
This paper examines the elects of an Import 
tariff on employment under flexible exchange 


rates, strewing tbe rale of Stator markets. In 
tbe model consumers choose b etwee n tbe do- 
mestically produced good and a foreign tariff- 
charged good; producers choose between do- 
mestic labor and a foreign intermediate good 
as factors of production. In most cases dm pro- 
tective trade policy results in lower employ- 
ment. Economica, Aug. 1986, 53(211), pp. 393- 
99. University of Essen, West Germany. 

433 Private latere sttoaal Lending 
CaDier, P hili ppe -“ Professional Trading," Ex- 
change Rate Risk and the Growth of Interna- 
tional Banking: A Note 
By establishing money market and foreign 
exchange operations in major trading centers 
throughout the world, large hanks can reduce 
the risk of these operations: round the dock 
dealing reduces the variance of speculative 
profits generated by foreign exchange trading. 
Because the availability of speculative funds is 
essential to promote capital mobility through 
tile activity of interest arbitragers, this reduc- 
tion of the risk inherent to currency speculation 
by professional traders is presented as a positive 
development. Banco Naz. Lavoro Quart. Rev., 
Dec. 1986, (159). pp. 423-28. Concordia Uni- 
versity, Montreal. 

440 Intkbnat»onai- Investment 
and Fouscn Am 

441 International brntami sad Lang -treat 
Capital Mo v em e nt s 

Das, Satya P. — Optimal Taxation of Foreign 
Capital When Its Movements Are Sluggish 
This paper examines optimal taxation of for- 
eign capita] by a host country when its move- 
ments are sluggish. It is shown that as long ik 
the host country discounts future welfare, it is 
optimal to tax foreign capital even when it is 
small enough to be unable to influence the re- 
ward to capital in the source country. This it 
because the initial gam from taxing foreign capi- 
tal constitutes a rent transfer from foreign capi- 
tal owners to the host country, which outwrifejks 
the future losses in terms of reduced output. 
J. Int. Econ., Nov. 1966, 21(3/4), pp. 351-60. 
University of Wfacun ato M i lwau kee. 

Eatmpfar, Warn ft mad f.aminban, At— 
D. — A Model af the MHtal Economy uf In- 



1174 


Journal of Economic Literature 


tvnwtioul Investment Sanctions: The Case 
of South Africa 

This article examines the effects of disinvest- 
ment sanctions against South Africa on the sur- 
vivability of the apartheid. An "interest group” 
model of Ate South African state is developed, 
in which apartheid policies are treated as en- 
dogenous outcomes of a political decision-mak- 
ing process. The effects of sanctions are in- 
troduced through the impact of international 
capital flows and asset prices on major inter- 
est groups within the white electorate. Cir- 
cumstances under which disinvestment sanc- 
tions might raise the co4ts of apartheid to the 
South African state sufficiently to bring about a 
diminution of apartheid policies are examined. 
Kyklos, 1986, 39(3), pp. 377-96. University of 
Colorado; California State University, Nor- 
thridge. 

Sieber, Ren6 and Wetterwald, Paul — Envi- 
ronmental Protection and Direct Foreign 
Investment with Specific Factors of Pro- 
duction: The Case of the Small Open Econ- 
omy 

This paper provides an analysis of the effects 
of a stronger environmental protection on direct 
foreign investment flows within the context of 
a small open economy. Compared to previous 
studies, the two-sector model used is character- 
ized by capital and pollution sector specificity. 
Depending on the technological structures and 
on the degrees of international capital mobility, 
a stronger policy in one sector can induce vari- 
ous patterns of investment flows. Precise condi- 
tions relative to the direction of these flows 
are derived. In particular, there is a possibility 
of cross-hauling, i.e., two-way capital flows. 
Schweiz. Z. VoUcswirtsch. Statist., Dec. 1986, 
122(4), pp. 611-25. University of Geneva. 

Tafcagf, Yaaould — Inflation and Cumulative 
Debt Outstanding of Less-Developed Coun- 
tries 

A high rate of inflation and cumulative debt 
outstanding are serious economic problems for 
many LDCs. The propose here is to attempt 
a theoretical ex planat ion of the linkage betwe en 
these phenomena and a dramatic change in the 
world econo my since the Aral off crisis. The 
paper disown whether or not under the cur- 


rent world economic situation a nonoil produc- 
ing LDC can promote capital accumulation 
without accelerating inflation and cumulative 
debt outstanding. Also examined is the question 
of whether or not the effects on inflation and 
capital formation are different between the 
oues of temporary and permanent changes in 
oil price. J. lot. Econ., Aug. 1986, 21(1/2), pp. 
61-80. Doshisha University, Karasuma, Kyoto, 
Japan. 

443 International Lending and Aid (Public) 

Dietz, James L. — Debt and Development: The 
Future of Latin America 
This paper examines the necessary conditions 
for resolving the debt crisis in a manner consis- 
tent with economic growth. After considering 
the weight of internal and externa] causes of 
debt accumulation, the applicability of the East 
Asian model to I atin America is considered and 
reformulated such that the focus is on the insti- 
tutional structures that impede or facilitate a 
process of dynamic adjustment to change rather 
than on model characteristics. The nature of 
the institutional evolution compatible with re- 
solving the debt crisis along a nonausterity 
growth path of development also is examined. 
J. Econ. Issues, Dec. 1986, 20(4), pp. 1029- 
51. California State University, Fullerton. 

van Wijnbergen, Sweder J. G. — Macroeco- 
nomic Aspects of the Effectiveness of Foreign 
Aid: On the Two-Gap Model, Home Goods 
Disequilibrium and Beal Exchange Rate 
Misalignment 

The author constructs an open-economy dise- 
quilibrium model to assess the welfare effects 
of aid in different macroeconomic regimes. Aid 
is shown to have different effects in different 
unemployment regimes because it increases the 
social costs of wage-price rigidities in the classi- 
cal regime, but decreases them in the Keynes- 
ian unemployment regime. A link is made with 
the two-gap model, but the role of real ex- 
change rate misalignment (failure to dear the 
NT goods market) is highlighted. Finally, sim- 
ple formulas are given for the welfare effects 
of aid in different regimes that should help in 
empirical application. J. Int. Econ., Aug. 1986, 
21(1/2), pp. 123-36. World Bank and Centre 
for Economic Policy Research, London. 
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510 AOMtNifTMTION 
5U Managerial Ecooomicf 
Goldstein, Jonathan — Markup Variability and ' 
Flexibility: Theory and Empirical Evidence 
This paper summarizes and empirically tests 
an alternative theory of markup pricing- It Is 
concluded that, over the typical business cycle: 
(1) the markup rises from initial trough until 
the midexpansion and then declines until the 
terminal trough, and (2) markup flexibility is 
positively related to the degree of (demand) 
competition. This cyclical pattern of markup 
variability is shown to exist in major industry 
groups for all postwar cycles up to 1980. Regres- 
sion analysis reveals that in highly concentrated 
industries a positive relation exists between 
markup flexibility and the level of import com- 
petition and a proxy for the elasticity of de- 
mand. /. But., Pt. 1, Oct. 1986, 59(4), pp. 599- 
621. Bowdoin College. 

Hodder, James E. and Ilan, Yael A. — Declin- 
ing Prices and Optimality when Costs follow 
an Experience Curve 

There is a widely held notion that as produc- 
tion costs decline with experience, prices 
should follow more or less in parallel. Although 
this notion has been an important factor in esti- 
mating experience curves and in formulating 
corporate strategies, the authors show that it 
is generally inconsistent with published multi- 
period optimal pricing models. The paper then 
goes on to demonstrate that this apparent con- 
flict can be reconciled by allowing the demand 
process to exhibit increasing price elasticity 
over time. Since this demand characteristic is 
very plausible for innovative products, it is sug- 
gested that it be incorporated into optimal 
pricing models. Managerial Dec. Earn. , Dec. 
1966, 7(4), pp. 229-34. Stanford University; 
Technkm-Israel Institute of Technology. 

Morgan, George Emir and Martin, John D. — 
A Rationale for Planning: Implications from 
the Economic Theory of the Firm 
Ibis paper undertakes the development of a 
foundation for a theory of why Anas plan. The 
theory of the Arm literature provides a useful 


starting point and provides insight into the fac- 
tors that have an effect on the planning function 
of the firm. Those factors include tra n sa ctions 
costs, uncertainty, and asset specificity. The 
fact that some firms should not plan even in 
the foct of uncertainty and transactions costs 
emphasizes the importance of the relative mag- 
nitudes of various costs, and demonstrates the 
relevance of standard economic analysis for the 
study and practice of business planning. Exam- 
ples illustrate the role of planning for human, 
financial, and physical resource*. Managerial 
Dec. Econ., Dec. 1986, 7(4), pp. 219-28. Vir- 
ginia Polytechnic Institute and State Univer- 
sity; University of Texas. 

514 Goab and Objectives of Firms 
Pantalone, Coleen and Welch, Jonathon 5 — 
The Usefulness of Public Information shout 
Corporate Goals 

This paper investigates the relationship be- 
tween corporate goals and stock price perfor- 
mance. In this study, firms are classified ac- 
cording to their stated financial goals. The 
risk-return market model is used to comp a re 
the performance of portfolios of companies that 
have different financial goals. Statistical tests 
reveal no significant difference in risk or return 
between the two portfolios. That is, stated cor- 
porate goals are fully incorporated. This sup- 
ports the efficient market hypothesis concern- 
ing publicly available information on corporate 
goals. Quart. J. But. Econ.. Autumn 1906, 
25(4), pp. 29-40. Northeastern University. 

5M Business Finance and bnumm 
5S1 Butfoem Finance 

M fitter, Merton H. — Behavioral Rationality in 
Finance: The Case of Dividends 
Dividends seem a natural area in finance 
where the introduction of behaxxoral/cognitive 
elements might help resolve long-standing 
anomalies, particularly the seeming failure of 
supply to adjust to tax-induced price p en ali ties . 
A closer look at the empirical record, how ev er, 
particularly at evidence of responsiveness to 
major structural changes, shows behavior of the 
aggregates to be less anomalous than conven- 
tional hand-wringing might swggmt ftefcav- 
forakcognitive e l eme n ts, w h a tever they might 
contribute to the d escri ption of porttouindy kri* 
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c ro decii t oni, do sot appear essential adjuncts 
to the bask; finance model in the major, compar- 
ative static applications for which It was in- 
tended. /. Bus., Pt. 2, Oct. 1886, 39(4), pp. 
S451-88. University of Chicago. 

Rfchardaoa, Gordon; Sefcflc, Stephan E. and 
Tho mpso n, Rex — A Test of Dividend Irrele- 
vance Using Volume Reactions to a Change 
in Dividend Policy 

The authors investigate the implication of 
clientele theories that changes in dividend pol- 
icy should result in a marked increase in trading 
volume as shareholder clienteles change. With 
182 firms announcing their first cash dividend, 
both an increase in trading volume and firm 
value around the announcement date are docu- 
mented. These results are integrated to distin- 
guish between the volume response to good 
news about the future and clientele adjustments 
to a change in dividend policy. The results sug- 
gest that volume increases primarily in re- 
sponse to the signal about future earnings con- 
tained in the dividend. Clientele adjustments 
are small. J. Finan. Earn., Dec. 1986, 17(2), 
pp. 313-33. University of British Columbia; 
University of British Columbia; University of 
Pennsylvania. 

Shletfer, Andrei and Vishny, Robert W. — 
Greenmail. White Knights, and Sharehold- 
ers’ Interest 

This article develops a model in which green- 
mail and other forms of management resistance 
to takeovers can benefit shareholders. In partic- 
ular, discouraging some potential acquirers may 
increase shareholder wealth because it encour- 
ages others to pursue a combination with the 
target. This occurs because die number of com- 
peting acquirers is reduced and because resis- 
tance can signal that the target does not have 
access to a "white knight." This signaling effect 
may explain why share prices decline after 
management resists a takeover, even when 
such resistance is value- maximizing in the long 
ran. Band J. Earn., Autumn 1966, 27(3), pp. 
293-309. Princeton University; University of 
Chicago. 

5SC Bn da— Investment 
Smaasf, M. T. — investment and the 1964 
Budget? Aa Interim Assessment 


The 1984 U.K. budget introduces a sequence 
of reductions in the corporate tax rate and the 
phasing out of first-year allowances for invest- 
ment. When these reforms have been com- 
pleted, in 1986-87, their effect will be to de- 
press investment; but during the transition they 
create an incentive to bring planned investment 
forward, in order to write off a higher propor- 
tion of its cost against a higher tax rate dun 
will prevail later. This paper analyzes the mag- 
nitude of the incentive to anticipate, and re- 
ports preliminary estimates of its impact during 
the first year of the transition. Oxford Bull. 
Econ. Statist., Nov. 1986, 48(4), pp. 331-38. 
University of Sussex. 

530 Marketing 
531 Marketing and Advertising 
Levedahl, J. William — Profit Maximizing Pric- 
ing of Cents Off Coupons: Promotion or Price 
Discrimination? 

A profit-maximizing model of the pricing of 
cents-off coupons is presented that includes the 
price discrimination and the promotional inter- 
pretation of coupons. The two interpretations 
are not incompatible. For brand-loyal custom- 
ers who do not use coupons, however, the two 
effects influence price in the opposite direction. 
Panel data on branch purchases of paper towels 
are used to indicate the net magnitude of the 
two effects in this case. The results are consis- 
tent with die hypothesis that the price discrimi- 
nation effect is stronger than the promotional 
effect in explaining the impact of couponing on 
foil product price. Quart. J. Bus. Earn. , Au- 
tumn 1986, 25(4), pp. 56-70. North Carolina 
State University. 

600 Industrial Organization; 
Technological Change; Industry Studies 

610 Industrial Organization 
and Fuauc Poucr 

611 Market Structure; Industrial Organization end 

MffpOrBw omragy 

Adams, Walter and Brock, James W. — Corpo- 
rate Power and Economic Sabotage 
bi an advanced functionally interdependent 
society, organized power groups are able to dis- 
rupt the efficie n t functioning of the economic 
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ystem. If they persist in exercising their 
tower, or if they must continually be bribed 
» refrain from doing so, they can (in e x tre mi s) 
Mue the breakdown of the system. This hy- 
pothesis is explored with respect to U.S, regula- 
ory policy, international trade pokey, and 
macro stabilization policy. The article concludes 
that a structural antitrust policy is a prerequisite 
sot only for maintaining competition, but for 
preventing economic extortion and social sabo- 
age by giant power complexes. J . Econ. issues, 
Dec. 1986, 20(4), pp. 919-40. Michigan State 
University; Miami University, Oxford, Ohio. 

Beck, Roger L. — Structure and Performance 
with Profit Measures Based on Stock Market 
Prices 

The belief that profit increases with concen- 
rration is tested using risk-adjusted profit mea- 
sures based on stuck market prices. A time- 
ieries analysis is chosen to gain freedom from 
he questionable assumption in cross-section 
itudies that the concentration/profit relation- 
ship is homogeneous across industries, and to 
minimize the problem of omitted or inaccu- 
rately measured structural variables. The data 
ure consistent with the hypothesis that there 
j no relationship between concentration and 
profits, contradicting both the efficiency and 
•ollusion explanations of cross-section results, 
his study is consistent with a belief in the 
importance of contestability in oligopolistic 
markets. Southern Econ. J., Oct. 1986, 53(2), 
pp. 432-47. University of Alberta, Edmonton. 

Brennan, Timothy ]. and Kim me I, Sheldon — 
Joint Production and Monopoly Extension 
through Tying 

The authors provide an exception to the gen- 
sral rule that a monopolist in one market cannot 
profitably monopolize other markets by tying. 
Depending upon demand and cost conditions, 

. monopoly distributor of one product jointly 
produced with a second (e.g. , beef and leather) 
nay increase profits by tying distribution of the 
irst product to purchase of the second. The 
lpstream tie enables this distributor to acquire 
downstream monopoly over the supply of the 
second product, but with ambiguous welfare 
affects. Upstream monopsony is not n e c es s a r y 
o obtain this result. The theory J* applied- to 


a number of actual cases. Southern Econ. J., 
Oct. 1986, 63(2). pp. 490-501. U.S. Depart- 
ment of justice. 

Chen, K. C.; Cheng, David C. and Hite, 
Cades L. — Systematic Risk and Market 
Power; An Application of Tobin’s q 
The authors investigate the relationship be- 
tween systematic risk and market power mea- 
sured by Tobin's q, the ratio of market value 
to replacement cost. They demonstrate that 
there is a one-to-one relationship between the 
Tobin's q ratio and the Subrahmanyans and 
Thomadakis measure of maket power. The the- 
oretical model predicts that as a firm’s market 
power increases, the systematic risk will, ceteris 
paribus, decrease. The empirical results ulti- 
mately confirm this negative association at pre- 
dicted by M. C. Subrahmanvam and S. B. 
Thomadakis. Quart. Rev. Econ. Bum., Autumn 
1986, 26(3), pp. 58-72- University of Illinois; 
University of Alabama; Southern Methodist 
University. 

Dixon, Robert and Gunther, Alan — Margins, 
Concentration and Oligopolistic Interdepen- 
dence 

The authors examine the relationship be- 
tween margins, elasticities of demand, and the 
Hirsch man- Herfindahl index of concentration 
fur Australian manufacturing. The main aim is 
to estimate the degree of collusion in various 
manufacturing sectors in the years 1968-69. 
1972-73, and 1977-78. There appear to be 
marked differences in the apparent degree of 
collusion between industries. It is argued that 
once suboptimization is allowed, the Cowlmg- 
Waterson model will yield biased estimates of 
the degree of collusion. Econ. Rec . , June 1966. 
62(177), pp. 199-207. University of Melbourne. 

Dotnowitz, lan; Hubbard, R. Ciena and Peter- 
sen, Brace C. — Business Cycles and the Re- 
lationship between Conce n tr a tion and Price- 
Cost Margins 

Using a newly constructed panel data base, 
the authors examine changes in p rice-coa t mar- 
gins in 284 manufacturing industries between 
1958 and 1981. A key finding is a dramatic nar- 
rowing of the spread b etwe en thst amsgtsa at 
concentrated and num n eentra ted industrial 
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has emphasized Alcoa’s control over the size 
oftbie secondary sector In the long run ns a 
acmMe of market power for alcoa. The results 
here indicate that Alcoa could exert little influ- 
ence in this regard, but nonetheless had sub- 
stantial market power. Rand ] Econ., Autumn 
1986, 17(3), pp. 389-403. University of Michi- 
gan. 

IU Public Policy toward Monopoly and 
Competition 

Smith, W. James and Vaughan, Michael B. — 
Economic Welfare, Price and Profit: The De- 
terrent Effect of Alternative Antitrust Re- 
gimes 

This paper critically examines the deterrent 
effect of price-fixing statutes under alternative 
antitrust regimes. A regime is defined by the 
litigation strategy that the antitrust ageney em- 
ploys in detecting cartels and in determining 
whether prosecution is warranted and by the 
basis upon which courts estimate damages. The 
results of the analysis suggest that antitrust pol- 
icy may actually induce cartels to further re- 
strict output, increasing welfare loss above the 
level imposed by an unthreatened, perfect mo- 
nopoly. Litigation strategy and damages should 
be founded upon consideration of welfare loss 
measures to avoid this possibility. Econ. In- 
quiry, Oct. 1986, 24(4), pp. 615-29. Weber 
State College, Ogden, Utah. 

614 Public Enterprise* 

Boardman, Anthony; Freedman, Ruth and 
Eckel, Catherine — The Price of Government 
Ownership: A Study of the Dorn tar Takeover 
This paper presents an analysis of how gov- 
ernment ownership of an enterprise may affect 
its profitability. In August 1981, two Quebec 
Crown Corporations announced that they had 
gained control of Domtar, a private Canadian 
corporation. Upon receipt of this information 
the stock's market value dropped significantly. 
Over six trading days, Domtar’s shareholders 
suffered cumulative abnormal returns of minus 
25 percent, which is equivalent to a reduction 
fat market value of approximately $150 million. 
Much of this low can be attributed to govern- 
meat control mad the a ntic ipat ed pursuit of non- 
profit objectives. J Public Econ., Dec. 1966, 
31(3), pp. 209-85. University of British Colom- 


bia; Stanford University; Virginia Polytechnic 
Institute and State University. 

Domberger, Simon and Piggott, John — Privati- 
zation Policies and Public Enterprise: A Sur- 
vey 

This paper surveys and analyzes the eco- 
nomic literature on “privatization” policies, re- 
stricting coverage to policies designed to im- 
prove the operating efficiency of public-sector 
enterprises through increased exposure to com- 
petitive market forces. Liberalization is an im- 
portant ingredient in any policy package de- 
signed to improve the operating efficiency of 
public-sector enterprises. Asset sale may 
enhance the beneficial impact of deregulation, 
hut asset sale in the absence of deregulation 
is unlikely to improve efficiency, and may intro- 
duce additional market distortions. Franchising 
is seen os an appropriate mechanism for privati- 
zation. Econ. Rcc., June 1986. 62(177), pp. 145- 
62. London Business School and University of 
Sydney; University of Sydney. 

Hartley, Peter and Trengove. Chris — Wln> 
Benefits from Public Utilities'!* 

The authors model the determination of out- 
put, factor payments, and prices within publicly 
owned firms, assuming the firms are managed 
by utility-maximizing employees monitored by 
vote-maximizing politicians. The choice of a 
public monopoly to supply the output is most 
suited to further the redistributive aims of the 
politicians, but will also lx- favored by employ- 
ees who tan capture some rents. Econ. Rec., 
June 1986, 62(177), pp. J 63-79. Monush Uni- 
versity, Clayton, Australia and Princeton Uni- 
versity; Monash University. 

Ware, Roger — A Model of Public Enterprise 
with Entry 

Recent advances in technology have called 
into question the status of many traditfona! “nat- 
ural monopoly” industries, such as telecommu- 
nications, mail service, and some utilities. This 
paper examines market equilibria fin- these 
transitional market structures hi cases where 
one of the firms involved is a public enterprise. 
If the efficient market structure is a duopoly, 
an incumbent public enterprise may be unable 
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to credibly induce entry, because of its commit- 
ment to maximizing total rather than private 
surplus. Several other propositions are demon- 
strated for mixed market equilibrium in natural 
monopoly/natural duopoly market structures. 
Can. J. Econ., Nov. 1086, 19(4), pp. 642-55. 
Carleton University, Ottawa. 

<15 Economics of Transportation 

Kim, Moshe and Sachish, Ari© — The Structure 
of Production, Technical Change and Pro- 
ductivity in a Port 

The primary focus of this paper is the model- 
ing and estimation of the structure of produc- 
tion, technical change, and total factor pro- 
ductivity (TFP) growth in a port. Special atten- 
tion is given to the specification of technical 
change, which is measured as the percent of 
containerization. The findings indicate that 
technical change has heen labor saving and capi- 
tal using. TFP has l>een growing from 1966 to 
1983 at an annual average rate of 0.11. The 
main contribution to TFP growth has been con- 
tainerization. On the average, 85 percent of 
the growth in TFP has lieen due to containeriza- 
tion and 15 percent of the growth has been 
due to economies of scale and output growth. 
J. Ind. Econ.. Dec. 1986, 35(2), pp. 209-23. 
University of Haifa; Port of Ashdud, Israel. 

Sickles, Robert C.; Good, David, and Johnson, 
Richard L. — Allocative Distortions and the 
Regulatory Transition of the U.S. Airline In- 
dustry. 

This paper develops a model of allocative dis- 
tortions with which the authors analyze depar- 
tures of the U.S. airline industry from efficient 
resource allocation during the period 1970-81. 
Airline technology is assumed to transform capi- 
tal. labor, energy, and materials into passenger 
and cargo service whose characteristics are en- 
dogeneously determined. A gmendizrd-Lron- 
Hcf system of distorted profit, output supply, 
input demand, and reduced form output char- 
acteristics express ions is estimated by F1ML 
using a multivariate error components model 
with vector autoregressive disturbances. The 
results tend to support the common p er ceptio n 
that deregulation reduced both the total coat 
and relative level of allocative distortions. / 
Eamometrict. Oct./Nov. 1986, 33(1/2), pp. 


143-63. Rice University; Indiana University; 
U.S. Department of Justice. 

519 Ec— omics of Brpiiotioa 
Hayes, Beth and Siegel, Daniel — Rate of Re- 
turn Regulation with Price Flexibility 
This paper considers a change in ratr-of-re- 
tum regulation that will dominate standard 
price setting. Rather than fixing the price that 
the regulated firm must charge, the regulator 
should allow the firm to charge any price less 
than or equal to a ceiling price. The authors 
demonstrate the advantages of this proposal and 
develop a methodology for determining fair reg- 
ulatory ceilings. The methodology explicitly 
takes account of the efcct of regulation on finan- 
cial risk, and a technique for measuring the 
importance of this effect is developed. Finally, 
an example is introduced to demonstrate the 
techniques and to show the potential quantita- 
tive importance of the analysis. J. Bus.. Pt. I, 
Oct. 1986. 59(4). pp. 537-53. Northwestern 
University. 

Varda, Oscar and Oban, Richard E. — A Gen- 
eral Equilibrium Analysis of Financial Regu- 
lation 

This paper utilizes a general equilibrium ap- 
proach to investigate factor returns and output 
effects on a regulated and unregulated sector 
from imposition of a rate of return on invest- 
ment regulatory constraint. The results differ 
from those of the traditional' partial equilib- 
rium mode! of the regulated firm developed 
by Harvey Averch and Lrland Johnson (AJ). 
The differences are explained by the fact that 
the general equilibrium approach assumes the 
existence of efficient capital markets, whereas 
the AJ approach does not. Introduction of the 
competitive capital market framework in the 
study of financial regulation through the general 
equilibrium methodology is this papers major 
contribution. J. Public Econ. . Aug. 1986, 30(3). 
pp. 329-40. University of New Orleans; Wash- 
bum University of Topeka. 

«9» Economics of TrcniwuxacM. Cmamcc 
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’ Aatfo, John M. — Aggregation. Ex pe ct a ti on s , 
attdaiv Exportation afT«bhads«faak Ghana* 
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Production 'with technological change h de- 


fined in terms of the stationarity properties of 
the stochastic process generating output. The 
aggregation analysis shows that the structures 
of microeconomic and aggregate production 
models are different. The process generating 
aggregate output depends on the information 
firms use to form expectations; the process gen- 
erating each firm’s output does not. This poses 
a problem fin* analysis of technological change 
with aggregate d a ta , because the variables used 
to explain technological change may be in the 
firm's information set. Thus it may not be possi- 
ble, without imposing further restrictions on 
the process generating aggregate output, to 
identify the aggregate model and measure tech- 
nological change. J. Econometrics, Oct. /Nov. 
1966, 33(1/2), pp. 213-36. University of Califor- 
nia, Davis. 

Boaenuui, Barry; Link, Albert and Zardkoohi, 
Asghar — An Economic Analysis of R&D Joint 
Ventures 

A graphical model of cooperative R&D activ- 
ity is presented, from which outcomes of R&D 
joint ventures are posited. The analysis predicts 
that R&D spending will increase as a result of 
cooperation and that the increment will tend 
to be in basic research more than applied or 
development. Managerial Dec. E con., Dec. 
1986, 7(4), pp. 263-66. Syracuse University; 
University of North Carolina; Texas A&M Uni- 
versity. 

CapfteOi, Ren4 and M Oiler, Heinz H. — Ein 
Beispiel zum Problem der Innovationsfdrde- 
rung (Stimulating Innovation Activities; An 
Illustration) 

The innovation process under perfect patent 
protection has been analyzed by C. C, Loury 
(1979) and T. Lee and L. L. Wilde (1980). Here, 
die authors concentrate on an example stressing 
die polar case of no protection at all. Thus, 
they look at process innovations that become 
simultaneously available to all market partici- 
pants. Due to the occurtag externalities the fol- 
lowing results are obtained: (1) decentralized 
marke| str u ctures slowdown innovations; (2) 
Ignoring administrative posts, government ac- 
tions b light create incentives which bring back 
to n o vati ons to tfaefr todglgptiiMito; aoi (3) al- 


lowing for administrative costs, a policy-in- 
duced stimulation of the innovation process 
may simultaneously increase total spending on 
innovation and reduce effective innovative ac- 
tivity. Schtoeix. Z. Volkswirtsch. Statist., Sept. 
1986, 122(3), pp. 535-53 (German). Institut ftlr 
angewandte Wirtschaftsfbrschung, University 
of Basel; Institut for empirische Wirtschaftsfbr- 
schung, University of Ziirich. 

Klette, Tor and de Meza, David — Is the Mar- 
ket Biased against Risky R&D? 

This article analyzes the riskiness of the R&D 
strategies chosen by firms engaged in a “win- 
ner-takes-all” patent race. In contradiction to 
P. Dasgupta and J. Stiglitz (1980), the authors 
show that, when the distribution of invention 
times is symmetric, the market equilibrium 
cannot be safer and may be riskier than is so- 
cially optimal The economic reason for the 
emergence of this result is identified. With 
asymmetric distributions the market equilil>- 
rium may be excessively safe, but only if there 
are few competitors. Rand J. Econ., Spring 
1986, 17(1), pp. 133-39. London School of Eco- 
nomics. 

Nelson, Randy A. — Capital Vintage, Time 
Trends, and Technical Change in the Electric 
Power Industry 

This paper examines the effects of different 
technological proxies on the estimated rate and 
direction of technical change in the electric- 
power industry. Multivariate specification tests 
are used to determine the appropriate function 
with which to model the cost function. Three 
alternative versions are estimated, employing 
a time trend, a vintage index, and both to repre- 
sent the pace of innovation. The results support 
the use of the multiple index model, and Indi- 
cate that the two proxies yield significantly dif- 
ferent estimates of technical change, with the 
vintage estimates more closely conforming to 
a priori expectations regarding the direction 
of technical change. Southern Econ. Oct. 
1986, 53(2), pp. 315-32. University of Dela- 
ware, Newark. 

Scfaankerman, Mark m d Palms, Ariel— Esti- 
mates of the Value of Patent Rights in Euro- 
pean Countries during the Post-1950 Period 
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This paper empirically analyzes the private 
slue of patent rights in the United Kingdom, 
ranee, and Germany during the postwar pe- 
nd, using an economic model of patent re* 
ewal. Estimates of the distribution (and total 
aloe) of patent right* and its changes over time 
e obtained. Of particular empirical interest 
« the total value of patent rights and the rela- 
lonshtp between changes in it and changes in 
ms quantity of patents, technological exhuur- 
on, and demand inducement as determinants 
* patent values, the skewness in the distribu- 
on of patent values, and the rate of ohsoles- 
enceon the returns to patents. Econ. Dec. 
986, 96(384). pp. 1052-76. New York Univer- 
y; Hebrew University. 

/atanahe, Sosumu — Labour-Saving versus 
Work- Amplifying Effects of Micro-Electron- 
ics 

Based largely on a series of case studies of 
ms automobile industry in different countries, 
sis article argues that the labor-displacement 
Beet of microelectronic machinery, especially 
umerically controlled machine tools and ro- 
ots, has been exaggerated, and that people 
snd to confuse the impact of intensified toter- 
Kttonal competition and the consequent rutio- 
■ftzation programs with that of the new tech- 
otogy. In production work the new technology 
lets labor saving than conventional fixed auto- 
sation. Its very flexibility tempts users to put 
tore work into each unit of final output, which 
frets, to a greater or smaller degree, labor 
vings in preproduction work. Int. Lab. Rev . , 
ay- June 1986, 125(3), pp. 243-59. Interna- 
onal Labour Office. 

630 iNDumv Studies 
)1 Industry Studies* Manufact urin g 
srfley, K.{ Lavers, EL J. and Maynard, 
A. K. — Regulation and Development Times 
in the U.K. Pharmaceutical Industry 
This paper tests the hypothesis that U.K. 
ovemment regulation has led to longer devei- 
wnent times and delays in the introduction 
' new drags. The U.K. regulatory system is 
es cri bed and an empirical model is brmulated 
ad Aon tested far the period 1968-81. Sosae 
ridenoe is p res e n ted of delays fn the pepops- 
4 of apphoarionsiorclinioal trials and product 


licenses. Scott. J. Petit. Econ., Nov. 1986, 
33(4), pp. 355-69. University of York. 

Hob, Arnol d D ie Ausrftstungrinvestttfcmen 
der sehwetzerischen Industrie, Desaggre- 
gierte Hochrecfanungen 1909-1985 (Equip- 
ment Investment of Swiss Industry. Disag- 
gregated Estimations 1969 to 1985) 

Hie paper documents the attempt of estimat- 
ing equipment investment of Swiss industry by 
quantitative survey data. First of all. a general 
view on economic and investment development 
since 1969 is given. Explanations of data base 
and method of estimation follow. The main sub- 
ject is the presentation of disaggregated time 
series of industrial investment activity. Com- 
parisons of investment intensities of Switzer- 
land. Austria, and Germany support the plausi- 
bility of estimated time series. These data fill 
a critical gap in Swiss statistics. They may be 
of use in business observation as well as busi- 
ness research. Schweiz. Z. VoikstcirUch. Sta- 
tist., Dec. 1986, 122(4), pp. 677-96 (German). 
Konjunkturibnchungstelle and ETH Zurich, 
Zurich, Switzerland. 

Joglekar, Prafufia and Paterson, Morton L. — 
A Closer Look at the Returns and Risks of 
Pharmaceutical RAD 

Profitability of researching and developin g 
new chemical entities (NCEs) over a 36-year 
investment horizon is projected, based on an 
R&D costs survey and on extensive U.S. sales 
data. After taxes, the average NCE produces 
a 6. 1 percent real internal rate of return and a 
net present value of 976 million (1976 dollars), 
but needs 12 years of sales to break even with 
an opportunity investment in corporate bonds. 
Risk is apparent to that two-thirds of NCEs 
return no more than the bonds do and the 
median NCE produces a negative return. A 
thorough sensitivity analysis is presented. J. 
Health Earn.. June 1986, 5(2). pp. 153-77. La- 
Salle University, Philadelphia; Smith Khne A 
French Laboratories, Philadelphia. 

LOfjpun, Karl Costaf— The Pricing of Pulp- 
wood and Spatial Price Discrimination; The- 
ory and Practice 

1 The purpotc of this paper Is to taakfm it 
«Mi|rin ttt to a segment of the fiwed ksh 
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po^pwood market (prk* region 1) in terms of 
fee theory -of the spatial monopsony. It is ar- 
feat the recent construction of the price 
IfetlsoQt in c on sistent with an a priori hypotfae- 
*& *bout s spatial monopeony feeing, according 
to empirical data, a concave supply curve. A 
fey qua lificati o n s are necessary: one is that the 
Swedish forest owners have not actively pro- 
tested against the creation of the “price list.” 
It is shown, however, that the chosen price 
policy may well be mutually advantageous in 
relation to adjacent alternatives. Europ. Rev. 
Agr. Bam., 1885, 12(3), pp. 283-93. Swedish 
University of Agricultural Sciences. 

Mariotti, Sergio and Cainarca, Gian Carlo — 
The Evolution of Transaction Governance in 
the Textile-Clothing Industry 
This paper argues that the structural evolu- 
tion of the textile-clothing industry is mainly 
the result of organizational innovations to eco- 
nomize on transactional costs and increase the 
dynamic efficiency of firms. The rise of manage- 
rial hierarchies in tbe coordination of diversified 
activities, the drop in the number of vertical 
hierarchical arrangements and the diffusion of 
intermediate governance structures are the 
main changes in industrial organization. There 
is evidence from the Italian industry that sup- 
ports this trend. /. Econ. Behan. Organ., Dec. 
1966, 7(4), pp. 351-74. Politecnko di Milano 
and Centro di Teoria dei Sistemi del CNR, Mi- 
lan; Politecnko di Milano. 

Nowak, Jan and Romanowska, Hanna — Loca- 
tional Fattems of die Food-processing Indus- 
try in Poland 

Referring mostly to Alfred Weber’s location 
theory and to works of E. M. Hoover, the au- 
thors make some hypotheses regarding the loca- 
tion orientations of various food processing in- 
dustries. The authors employ simple methods 
of regional analysis in to identify the ac- 
tual location o rientations bf selected food-pro- 
cessing industries. The result* of the empirical 
analysis confirm, to a large extent, the bypotbe- 
ses made earlier. There amsiderotton* can yield 
premises on which location pfamoera andpolky- 
makers could act in the sphere nHfeb feed in- 
dustry dist ribut ion and rural development. Eu- 
rop. flan. Agr. Earn . MBS. 12(3); pjxj*33~46. 


Warsaw University; Polish Academy of Sci- 
ences. 

63S Industry Studies > Services and Related 
Industries 

Boyer, Marcel and Dkmne, George* — La tari- 
fication de l'assurance automobile et les inci- 
tations 4 la sdcuritd routtere: Une dtude em- 
pirique (The Tariffication of Car Insurances 
and the Incentives for Road Safety: An Em- 
pirical Investigation 

The authors analyze road safety as an eco- 
nomic good generating externalities and subject 
to moral hazard problems. They show how Par- 
eto-superior multiperiod contracts can be de- 
signed and applied in the present context of 
the Quebec automobile insurance regime. To 
do so, it is estimated, by Probit methods and 
from a random sample of some 20,000 drivers’ 
records over a 3-year period (August 1980 to 
July 1983), the probability that a given individ- 
ual will be involved in an accident with bodily 
injuries. Schweiz. Z. Volkewirtich. Statist. , 
Sept. 1986, 122(3), pp. 293-321 (French). Uni- 
versity of Montreal. 

Doherty, Neil A. and Carven, James R. — 
Price Regulation in Property-Liability Insur- 
ance: A Contingent-Claims Approach 
The authors use the option pricing model to 
derive the "feir’’ rate of return for the property- 
liability insurance firm. The rationale for the 
use of this model is that the financial claims of 
shareholders, policyholders, and tax authorities 
can be modeled as European options written 
on tbe income generated by tbe insurer's asset 
portfolio. By setting the value of die sharehold- 
ers’ option equal to the initial surplus, an im- 
plicit solution for the feir insurance price may 
be derived. Unlike previous insurance regula- 
tory models, this approach addresses the ruin 
probability of the insurer, as well as nonlinear 
tax effects. J. Finance, Dec. 1966. 41(5), pp. 
1031-50. University of Pennsylvania; Pennsyl- 
vania State University. 

Henriet, Dominique and Rochet, Jean- 
Charles La logique de* lyst&mes bonus- 
nudus en assurance automobile: une ap- 
Procbe dteorique (Tbe Logic of the System 
of Bonuses and Penalties in Automobile In- 
surance: A Theories! Approach) 
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Vo justifications can be found for the use 
a system of bonuses and penalties in automo- 
» insurance. Hie first refers to risk selection, 
9 second to the inducement to greater pru- 
moe at the wheel. Based on a model which 
corporates both factors, it appears that the 
stem of bonuses and penalties should be radf- 
y different depending on the primacy of one 
;tor or the other. From the standpoint of risk 
ection, only the observed frequence of past 
cidents matters; but in order to incite safe 
'ving the time element should enter in the 
-ideation. In die light of the! theories! dtocus- 
m, the French insurance clauses of 1976 and 
'4 are reviewed. Ann. Econ. Statist. , Jan - 
ar. 1986. (1). pp. 133-52 (French). Labora- 
v d’£conom6trie de l’£cole Polytech- 
ue; CEREMADE, University of Paris-IX. 

' Nonprofit industries: Theory and Studies 

rant, Janies H. and Undauer, David L. — 

The Economics of Charity: Life-Cycle Pat- 
terns of Alumnae Contributions 
This paper examines the relationship he- 
een age and charitable contributions by con- 
ering the life-cycle pattern of educational (lo- 
tions by college alumnae. The income 
istidty of such donations appears to increase 
alumnae age. A second aim of the paper is 
discuss the impact of felly anticipated re- 
dons on the distribution of donations over 
e life cycle. Reunion years are found to in- 
ease significantly both the size and number 
educational gifts relative to the estimated 
ng-run trend in life-cycle giving. Eastern 
ton. ]., Apr. -June 1986, 12(2), pp. 129-41. 
diesley College. 

eisbrod, Burton A. and Dominguez, Nestor 
X — Demand for Collective Goods in Private 
Monprofit Markets: Can Fundraising Expen- 
ditures Help Overcome Free-Rider Behav- 
ior? 

Economic theory ascribes the primary role 
the provision of public goods to government. 
Us emphasis on government overlooks the 
> of die not-for-profit sector in providing coi- 
Jtive-type goods. In this paper the authors 
ek to determine the fector* influencing chari- 
bfe contributions to private nonprofit qcpmi- 
tioos by estimating a demand function for the 


Hod 

output of theae collective-good provid e r s , Spe- 
cifically, the hypo t he sis that voh m tary giving 
is responsive to conventional market v ar ia b les 
such as advertising exp en ditu res, price, and 
quality to toted. Overall, the results are 
strongly supportive./. Public Earn.. June 1906. 
30(1), pp. 83-96. University of Wtoconsfe-Med- 
toon; Federal Reserve Bank of New York. 

M* Economic Csrscrrr 
641 Economic Capacity 

Beradt, Ernst R. and Hesse, Dieter ML — Mea- 
suring and Assessing Capacity Utilization in 
the Manufacturing Sectors of Nine OECD 
Countries 

Following a tradition established by J. M- 
Cassels, Lawrence Klein, and Bert C. Hick- 
man, the authors define capacity as that output 
at which short- and long-run average total oost 
curves are tangent. They estimate a translog 
variable cost function for the manufacturing sec- 
tors of nine OECD countries. By the early 
1980s, pervasive and chronic excess capacity 
exists. While the average cost consequence of 
excess capacity was modest in the 1960s, the 
burden increased considerably after OPEC-4, 
and after OPEC-11 die premium was as Urge 
as 15 percent of average total costs. Electricity 
and fuel price increases had small impacts on 
capacity output relative to that from labor or 
capital. Adjusting conventional measures of 
multifactor productivity growth for changes in 
capacity utilization, it is found that adjusted 
growth is larger after 1973 than that is suggested 
by traditional procedures. Emrop. Earn. fl»., 
Oct. 1986, 30(5), pp. 961-89. Massachusetts In- 
stitute of Technology; United Nations. Eco- 
nomic Commission for Europe, Geneva. 

Driver, Cferan — Transformation of the CBI 
Capacity Uti Lisa too Series: Theory and Evi- 
dence 

This paper reviews the conditions for a linear 
relationship between a true lades of c ap ac i ty 
utilization and that obtained by the CBI I n du s 
trial Trends Survey, which records the perceot- 
age of firms working below a srtfcfectny utflha- 
tion. It to shown that the rela ti onsh i p depends 
w the distribution of capacity etfifamthmamaage 
fbe firms in the sample Kmpirioaf evidence 4s 
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■'Ittfa . parameters of this distribution are esti- 
l irt a d under' various assumptions with sensitiv- 
'■Mgr -''tests; attention is given to the possibility 
that these parameters may vary over time. Ox- 
ford B*iO. foots. Statist., Nov. 1986, 48(4), pp. 
339-52. National Economic Development Of- 
fice and Thames Polytechnic, London. 


48(4), pp. 353-72. Rajas hahi University, Ban- 
gladesh; University of Newcastle, New South 
Wales, Australia. 

Capalbo, Susan M. and Denny, Michael 
G. S.— Testing Long-run Productivity Mod- 
els for the Canadian and U.S. Agricultural 
Sectors 


700 Agriculture; Natural Resources 
710 ACHtCULTURE 

Herrmann, Roland, et «1. — A Survey of Views 
of Agricultural Economists in Europe 
This article presents the results of a statistical 
survey conducted at the Fourth European Con- 
gress of Agricultural Economists. First, the 
views of agricultural economists and the con- 
sensus and dissension among agricultural econ- 
omists on issues that are important for planning 
agricultural policy are measured. Second, anal- 
ysis of variance is applied to investigate the 
influence of personal characteristics of agricul- 
tural economists on their views in agricultural 
economics issues. It is shown that there are 
significant differences in views according to na- 
tionality and professional orientation. Coau- 
thors are Uwe Jensen, Arno Schafer and Hein- 
rich Terwitte. Europ. Rev. Agr. Econ. , 1985, 
12(3), pp. 295-311. Stanford University. 


The primary objective of this paper is to de- 
velop die linkages between the gross and net 
productivity indexes and the implied produc- 
tion structures. These linkages are developed 
as separability restrictions on various subgroups 
of inputs and time in a general production 
model. The restricted models are arranged in 
sequences for nested hypotheses testing. Em- 
pirical evidence from the U.S. and Canadian 
agricultural sectors based on a translog produc- 
tion function supports the gross output total 
factor productivity structure. The net output 
Hicks neutrality hypothesis is rejected for both 
the United States and Canada. Amcr. J. Agr. 
Econ. , Aug. 1986, 68(3), pp. 615-25. Resources 
for the Future, Washington, D.C.; University 
erf Toronto. 

Faariberg, Philip L. and Abbott, Philip C. — 
Oligopolistic Behavior by Public Agencies in 
International Trade: The World Wheat Mar- 
ket 


711 Agricultural Supply and Demand Analysis 
AiamidHn, Mohammad and Tiadell, Clem — De- 
composition Methods, Agricultural Pro- 
ductivity Growth and Technological Change: 
A Critique Supported by Bangladeshi Data 
This paper critically reviews and applies to 
Bangladesh three non production function ap- 
proaches to the decomposition of agricultural 
crop output growth. These methods (which de- 
compote agricultural production growth into 
such sources at yield and area effects) do not 
explain the underlying growth process of agri- 
cultural output mid restricttvdy assume con- 
stant crop yields on additional land. Price 
change* and dfiferenee* in the degree of aggre- 
gation may bias reun i te - These methods may 
incorrectly speedy die aoen«e* of agricultural 
output growth Jbu^fimft^Drfeen Revolu- 
tion and, hi partfoular, eoncted Ibe importance 
of greater f re quen c y of amip te g as * source of 
growth. Ostftnf BuU. Etem. fiteffet, Nov. 1986, 
i 


A model of the world wheat market is pre- 
sented that treats public policies as endoge- 
nous. The oligopolistic nature of international 
wheat trade is captured by assuming policymak- 
ers form conjectures on the slope of the excess 
demand function they foce and use that informa- 
tion to determine domestic and trade policies. 
The policies reflect differing influences of politi- 
cal interest groups. A U.S. crop-shortfall sce- 
nario illustrates die different results with en 
dogenous policies compared to the traditions 
model. Amcr. J. Agr. Econ., Aug. 1986, 68(3) 
pp. 528—43. Purdue University. 

Unoevebr, Laurian J.— Consumer Demand ft 
Rice Crain Quality and Returns to Reaeait 
for Quality Improvement in Southeast Ai 
Abundant world rice supply has led to i 
newed interest in improving grain quality 
modern rioe varieties. Implicit prices of gr 
characteristics are estimated for Thailand, 
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donesia. and the Philippines. These prices are 
used to evaluate rice-breeding goals and to esti- 
mate returns to research for quality Improve- 
ment. Results indicate that the past focus on 
physical quality improvement was appropriate, 
and future welfare gains are possible from 
chemical quality improvement. Returns to 
quality improvement are substantia] and indi- 
cate underinvestment in this type of research. 
Amer. J. Agr. Econ., Aug. 1966, 66(3), pp. 634- 
41. University of Illinois. 

713 Agricultural Policy, Dome s tic and 

International 

B fngley, Pamj Burton, Michael and Strak, 
John — Inter- and Intra-sect oral Effects of 
Milk Quotas in the U.K. Milk Industry 
The effort* of milk quotas in the United King- 
dom on farmers, their suppliers, and on the 
processing industries are investigated using a 
small econometric model. The model equations 
are derived from estimates of technical and eco- 
nomic relationships in the U.K. milk industry 
without an undue emphasis on an all-embracing 
theoretical optimization process. Reductions in 
herd size, reductions in cow yield, and a combi- 
nation of herd and yield reductions are exam- 
ined. The resulting simulations over a five year 
period from 1984 to 1968 imply that it is not 
just the overall level of quota production that 
is important. The methods by which formers 
adjust to the new limits are also very significant. 
Europ. Rev. Agr. Earn., 1985, 12(4), pp. 411- 
30. University of Manchester. 

Burred, Alison — Price Uncertainty under EC 
Milk Quotas — The current arrangements for 
applying the super levy under the Formula 
B option introduce a new element of price 
uncertainty into milk production decisions. 
In these circumstances it may be rational for 
individual producers to exceed their quota. 
Cyclical fluctuations in aggregate supply 
could develop, with implications for the effi- 
ciency of resource allo cat ion and current 
dairy policy. Eurvp. Rev. Agr. Earn., 1965, 
12(4), pp, 335-50. University of London. 
Burton, Michael — The Implementation of the 
EC Milk Quota 

Tbs paper p r es ent s a model that attempts 
to eaphdn the reoent i mp lem ent ation of the EC 


milk quota. A pre fere nce function for the Coun- 
cil of Ministers is presented, which has been 
estimated using historical milk sector interven- 
tion prices. By maximizing this preference func- 
tion to the constraints imposed by a milk sector 
submodel, it is possible to derive a forecast of 
the level of milk quota for two yean: 198061, 
where the results are comp ar ed with those gen- 
erated by the model when a quota mechanism 
is not used, and for 1984/85, when the results 
are compared with the actual decision taken 
by the Council. Europ. Rev. Agr. Econ . , 1985, 
12(4), pp. 461-71. University of Manchester. 

Cioffi, Antonio, et aL — An Evaluation of the 
Effects of the EC Quota System on the Italian • 
Dairy Market 

The integration of Italy into the EC led to a 
spectacular increase of milk imports during the 
1970s, in spite of the increase in domestic pro- 
duction. Using an econometric model of the 
Italian dairy sector, it is shown that, had quota 
been established in 1980. imports would have 
increased even more and. when combined with 
a price decrease, imports of cheese would also 
have increased. These effects are comparable 
to those of a price decrease (without quota) of 
9 percent. Coauthors are Francesco Polverini, 
Carlo Perone-Pacificp and Allessandro Sorrest- 
tino. Eurvp. Rev. Agr. Elam., 1965. 12(4), pp. 
389-400. University of Naples. 

Caiman, David — Imperfect Transmission of 
Policy Prices 

It is commonly assumed that changes in agri- 
cultural policy prices cause equal changes in 
wholesale and producer prices. In other words, 
there is “perfect transmission" of policy prices. 
This paper sets out reasons why such perfect 
transmission does not occur in practice. Econo- 
metric results for U.K. feed cereal prices sup- 
port the argument. Europ. Rev. Agr. Earn., 
1965, 12(3), pp. 171-66. University of Manches- 
ter. 

van der Giessen, Lees B. and Post, Jaap 1L — 
Macro- sod Micro-effects of the Super Levy 
in the Netherlands 

Tbs article deals with the c ons e gn en c e s of 
i decline ht- mdk production fee the Dntchooon- 
oray. On the beds of theor eti cal ImtipHaM 
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wad of the first information from practice, an 
opinion Is given on tbe way dairy formers in 
die Netherlands will react to the super levy. 
On the basis of reactions in the dairy sector 
and In connected industries the short-term ef- 
fects cm income and employment are calculated 
with help of input-output analysis. Also a short 
sketch is given of the effects in the longer term. 
Europ. Rev. Agr. Econ. , 1985, 12(4), pp, 449- 
60. Landbouw-Economisch Instituut, the 
Hague. 

Hamilton, Carl — Agricultural Protection in 

Sweden 1970-1980 

Protection in Sweden increased from 70 per- 
cent ad valorem tariff equivalent during 1970- 
72 to 80 percent during 1976-80. Dairy prod- 
ucts and beef were particularly highly pro- 
tected. Protection could not be measured by 
variable levies only. Price subsidies and the 
negotiating element in decisions on levies made 
direct price comparisons necessary. Approxi- 
mate effective rates of protection were also esti- 
mated. Both nominal and effective rates were 
found to be lower than in the EC. Finally, the 
national defense argument about self-suffi- 
ciency in food supply was compared with present 
levels of production and the total cost of surplus 
production was estimated. Europ. Rev. Agr. 
Econ., 1986. 13(1), pp. 75-87. University of 
Stockholm. 

Hedhmd, Stefan and Lundahl, Mats — Emer- 
gency Considerations in Swedish Agriculture: 

A Retrospective Look 

This paper focuses on one important objec- 
tive of Swedish agricultural policy, that of emer- 
gency considerations. By making a broad histor- 
ical sweep — from the outbreak of World War 
1 to the present — it is shown how that policy 
objective has emerged and developed over 
time. The main Contention of tbe paper is that 
the need to be prepared for disruptions in agri- 
cultural trade — due to war or other emergen- 
cies — has been improperly advanced as an ar- 
gument in favor of an overdim ensioned 
agricultural sector. Europ. Rev. Agr. Econ., 
1986 , 13 ( 1 ), pp 89-105. University of Lund. 

HiBhsig, Atm Marie — Limiting EC Grain Sub- 

stftute I m por ts : A Simulation Model of the 


West German Manufactured Feed Econ- 
omy 

EC measures to limit grain substitute imports 
are evaluated using a simulation model of the 
West German northern and southern manufac- 
tured feed economy, including ingredient sup- 
ply and compound feed demand functions. 
These results show that restrictions on manioc 
or com gluten feed imports have only limited 
success in increasing feedgrain demand by 
West German feed manufacturers. The impact 
of changes in ration composition favoring grains 
are dampened by the accompanying higher fin- 
ished ration costs, in contrast, lowered grain 
prices lead not so much to changed ration com- 
position as to lowered finished ration prices and 
a resulting increased demand for the final prod- 
uct. Europ. Rev. Agr. Econ., 1986, 13(1), pp. 
43-56. Purdue University. 

Kirschke, Dieter — Budget Costs of tbe EC's 
Agricultural Price Policy under Uncertainty 
Budget costs under the EC’s agricultural 
price policy are subject to several determinants, 
which cannot be predicted with certainty. In 
the empirical part of the paper, the consider- 
able extent of budget costs uncertainty is re- 
vealed. Basically, budget costs uncertainty ex- 
ists because domestic and world market supply 
and demand are stochastic. The consequences 
of this kind of uncertainty are analyzed in the 
theoretical part of the paper. Expected budget 
costs are shown to be often higher than their 
hypothetical certainty values. Moreover, sev- 
eral factors are found that enhance budget costs 
variance in the present surplus situation on EC 
agricultural markets. Europ. Rev. Agr. Econ., 
1986, 13(1), pp. 57-74. EC Commission, Brus- 
sels. 

Rfeder, Peter — Experience with the Milk 
Quota System in Switzerland 
The individual fanners' reactions have been 
threefold: they have made requests for higher 
quotas; they have filled up the quotas where 
gaps were available; and they have changed 
their production structure. The last-mentioned 
reaction was characterized by a reduction in 
the number of cows, by the production of more 
fodder crops, and by heifer production in Hie 
plain region. Tradi tion al heifer producers in the 
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mountain area reacted with a higher milk and 
beef production. A* a consequence, the division 
of labor between plain and mountain region* 
in miHt and heifer production 1* diminished. 
Europ. Rev. Agr. Econ., 1965, 13(4), pp. 473- 
79. Federal Institute of Technology, Zurich. 

Thomsen, Kenneth ). and Hubbard, lionet 
J. — Budgetary and Financial Effects of the 
EC Milk Quota System 
Results are reported from using an existing 
model of the Common Agricultural Policy 
(CAP) to analyze the quota scheme introduced 
by the European Community in April 1964. 
Results are presented for the three years 1964, 
1985, and 1968. Constraining milk production 
causes the Community to become more self- 
sufficient in cereals, but slightly less so in live- 
stock products. By 1988, net FEOGA expendi- 
ture in the milk sector is estimated to be around 
40 percent less with the quota policy than under 
continued p re -1984 policy, though total net 
FEOGA expenditure is reduced by only half 
this amount. As would be expected, taxpayers’ 
savings are estimated to exceed greatly the loss 
suffered by dairy producers. Europ. Rev. Agr. 
Econ., 1985, 12(4), pp. 381-88. University of 
Newcastle upon Tyne. 

Ulrich, Alvin; Furtan, William H. and 
Schmitz, Andrew — The Cost of a Licensing 
System Regulation: An Example from Cana- 
dian Prairie Agriculture 
Agricultural legislation and the resultant reg- 
ulation that usually ensues can often change, 
redirect, or even stop the adoption of yield- 
increasing technologies that have the potential 
to generate substantial economic rents. This pa- 
per offers an example from the Canadian wheat 
sector of how a variety-licensing regulation to- 
tally stopped the adoption of a yield-increasing 
technology that had the potential to increase 
the economic rents flowing to western Canadian 
fanners by 15-25 percent. This regulation fur- 
ther prevented high internal rates of return 
(greater than 50 percent) from being generated 
by res e ar ch into this new technology* J, Pokt. 
Econ.., Feb. 1967, 95(1), pp. 160-78. University 
of S a skatchewan, Saskatoon; University of Sas- 
katchewan, Saskatoon; University afCahfomta, 
Berkeley. 


714 Ag-toaltoral Ftoa— 

Cakmdris, Charles W., Hubbard, R. Glean 
and Stock, James H.— The Farm Debt Crisis 
and Public Policy 

U.S. farms, and with them agricultural lend- 
ing institutions, are currently experiencing 
their most severe stress since the 1990*. The 
authors examine state-level panel data on farm 
i n co m es and balance sheets and loans from fi- 
nancial intermediaries, finding that disruptions 
in agricultural credit markets can have read ef- 
fects on farm output. Unlike credit markets for 
large firms or for firms for which mo ni toring 
is less costly, agricultural financial markets re- 
quire close customer arrangements. Local fi- 
nancial institutions are often unable to diversify 
their loon risks either within agriculture pr 
across other geographically separated activities. 
Implications for government intervention hi ag- 
ricultural credit markets are discussed. Brook- 
ings Pop. Econ. Act., i960, (2), pp. 441-79. 
Northwestern University; Northwestern Uni- 
versity; Harvard University. 

Severn, Alan K. — Taxation of Federal Land 
Banks: Competitive Elects 
The federal land banks are now exempt from 
all income taxes. This paper presents a model 
of the response of federal land bank volume 
and rales to taxation. In the model, die mem- 
bers of this borrowers' cooperative minimize 
their own explicit and implicit borrowing coats. 
In doing so. they reduce the scale of the tax 
exempt federal land bank. By contrast, ta x ation 
would cause a federal land bank to choose a 
scale larger than that which would prevail in 
the absence of all taxes. Therefore, taxation of 
federal land banks would increase their already 
dominant share of the market for form real es- 
tate lending. Self-imposed re s tric ti ons limited 
their exposure to felling land prices, and build 
a larger surplus to absorb loan losses. Quart. 
J. But. Econ., Autumn 1966, 25(4), pp. 41-55. 
Temple University. 

715 Agricultural Markets and Mariutfec 

Kiaouean, Henry and Barker, Olaa D.— Sea- 
sonably to the C o nsumer Rupoants Mfir 
’ AdvufBstog with Irngfitosttma fir Mfffc fri- 
motto* ftaltey *> 
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■ Jfanafttjag seasonal variation in the goodwill 
measuring the impact of fluid milk ad- 
or milk tales in New York City im- 
proved the Statistical lignificance of the eiti- 
1 mating equation. The allocation of generic 
advertising dollars according to optimization 
rules during the period 1979-81 would hove 
res ul ted fas a 9 percent increase in returns to 
dafcjiuten supplying the New York City market. 
Harmonic variables sue used to account for sea- 
sonality, a Pascal distribution is used to account 
for the decay structure, and goodwill elasticities 
are estimated to indicate the impact of generic 
advertising on sales. Amer.J. A gr. Econ., Aug. 
1086, 68(3), pp. 562-71. Auburn University; 
Cornell University. 

716 Para Management 

Byerlee, Derek and Hesse de Polanco, Edith — 
Fanners’ Stepwise Adoption of Technological 
Packages: Evidence from the Mexican Alti- 
plano 

Agricultural research and extension programs 
in developing countries, rather than following 
the conventional package approach, should be 
designed to take into account the fact that form- 
ers adopt improved technological components 
hi a stepwise manner. On -form experimental 
and survey data collected from two rainfall 
zones in a high valley of Mexico are synthesized 
to show that fanners have rationally followed 
a stepwise process of adopting improved variet- 
ies, fertilizer, and herbicide for barley, reflect- 
ing die relative profitability and riskiness of 
each component in each zone. Despite signifi- 
cant interactions between the components, it 
was still possible for formers to adopt individual 
components in a sequential manner. Amer. J. 
Agr. Econ., Aug. 1866, 68(3), pp. 519-27. In- 
ternational Maize and Wheat Improvement 
Center, Pakistan; International Maize and 
Wheat Improvement Center, Mexico. 

Inst, Richard £. and Candler, Wilfred — Pro- 
duction Functions and Rationality of Mixed 
Cropping 

This paper reports on the est ima tion of crop 
yield equation* in the context of stilted cropping 
where several crop* are grown , an the same 
pbtv The empirical results are baaed on data 
from northern Nigeria. The multi show that 


these seemingly haphazard crop intern provide 
a useful opportunity for matching production 
decisions to risk preferences as the growing sea- 
son evolves. Using observed prices in two dif- 
ferent time periods, eight out of twenty crop 
mixes (aU involving a subset of the same six 
crops) foil on the empirical mean-variance fron- 
tier, and nine others are not dominated by any 
crop mix not on the frontier. Furthermore, 
some variation from the absolute frontier may 
be explained by imperfectly anticipated prices. 
Europ. Rev. Agr. Econ., 1965, 12(3), pp. 207- 
31. University of Maryland and World Bank; 
World Bank. 

McKinzie, Lance; Paarlberg, Philip L. and 
Huerta, Ivan P. — Estimating a Complete 
Matrix of Demand Elasticities for Feed Com- 
ponents Using Pseudo Data: A Case Study 
of Dutch Compound Livestock Feeds 
A complete set of direct- and cross-price elas- 
ticities of demand for livestock feed ingredients 
in the Netherlands is estimated using a rela- 
tively new approach. Cost minimizing behavior 
of compound feed manufacturers is modeled 
in a linear programming formulation. That for- 
mulation is then approximated by fitting a 
smooth cost function to optimal solutions over 
a sample of different feed ingredient prices. 
Elasticities are then evaluated along the smooth 
curve. Europ. Rev. Agr. Econ., 1986. 13(1), 
pp. 23-42. Purdue University; Purdue Univer- 
sity; Catholic University, Santiago. 

Rasmussen, Svend and Nielsen, A. Hjortsh*j — 
The Impact of Quotas on the Optimal Adjust- 
ment of Milk Production at the Farm Level 
An economic model is developed for the opti- 
mal adjustment of milk production on an indi- 
vidual farm faced with a delivery quota. The 
model is based on the general neoclassical the- 
ory of production, taking into account the com- 
plicated relations between die production of 
milk and beef. The application of die model is 
illustrated by some examples with varying as- 
sumptions, The results show that in the short 
and medium term, the adjustment should take 
place ’by a simultaneous reduction in die feed 
in pot arid in the number of cows in the herd. 
As expected, the long-run adjustment should 
take place only by a reduction in the number 
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of cowi. Europ. Bev. Agr. Econ., 1965, 19(4), 
pp. 351-64. Tte Royal Veterinary and Agricul- 
tural University, Copenhagen, Denmark. 

Sbees, Jerry R. and Reed, Michael R. — Rate 
Making for Farm-Level Crop Insurance: Im- 
plications for Advene Selection 
This research identifies two problems in the 
new Federal Crop Insurance that may cause 
adverse selection: (1) the relationship between 
rate making and expected yields for individual 
homers, and (2) the bias introduced in coverage 
protection when trends are not used to establish 
expected yields. A theoretical investigation us- 
ing the normality assumption demonstrates the 
potential severity of these problems, and em- 
pirical results from hum-level data lend further 
support. As crop insurance changes to individu- 
alized methods of protection, these issues will 
be particularly important for developing rates. 
Amer. J. Agr. Econ. , Aug. 1966, 63(3), pp. 653- 
59. University of Kentucky. 

Smith, Edward G.; Knutson, Ronald D. and 
Richardson, Janies W. — Input and Market- 
ing Economies: Impact on Structural Change 
in Cotton Fanning on the Texas High Plains 
This study isolates the degree of pecuniary 
economies existing for input purchases and 
marketing on cotton hums in the Texas southern 
high plains. The results indicate that substantial 
cost and marketing economies are being real- 
ized by the largest hums in the region. Amer. 
J. Agr. Econ., Aug. 1986, 68(3), pp. 716-20. 
Texas AflcM Unlvesity. 

Trapp, James N. — Investment and Disinvest- 
ment Principles with Nonconstant Prices and 
Varying Firm Size Applied to Beef-Breeding 
Herds 

Variable beef-breeding herd sizes are found 
to be optimal given cyclical beef prices. Tradi- 
tional replacement theory does not allow varia- 
ble firm size because unequal investment (re- 
placement) and disinvestment (culling) rates are 
not possible. If firm size changes, cost of pro- 
duction per unit endogenously changes given 
a U-shaped cost curve. Optimal investment and 
disinvestment rules for variable firm size are 
developed baaed upon the firm's cost curve and 
discounted net revenue Sows fora finite mMng 
planning horizon. Current and future invest- 


ment and disinvestment d ec is ion s are linked 
by their mutual effect on firm size and hence 
production cost per unit. Amer. J. Agr. Econ., 
Aug. 1986, 68(3), pp. 691-703. Oklahoma State 
University. 

Zacharies, Thomas P. and Grabe, A r t h u r H. — 
Integrated Pest Management Strategies for 
App ro x im ately Optimal Control of Cora 
Rootworm and Soybean Cyst Nematode 
A dynamic programming model is used to 
determine approximately optimal m a n a gem ent 
strategies for control of corn r ootworm and soy- 
bean cyst nematode in Illinois. Decision alter- 
natives for rootworm control include nontreet- 
ment, application of a sod in s ecticide, and 
rotation to soybeans. Alternatives for cyst nem- 
atode control are non treatment, soil nemati- 
dde, resistant cultivars, and rotation to cam. 
State variables in the dynamic programming 
model are infestation levels of both pests, previ- 
ous land-use decisions, and expected product 
prices. Amer. J. Agr. Econ . , Aug. 1986, 68(3), 
pp. 704-15. Louisiana State University; Univer- 
sity of Illinois. 

717 Laud Reform and Lad Use 

Berck, Peter and Levy, Amnan — -The Costs of 
Equal Land Distribution: The Case of the 
Israeli Moshavim 

Equal land distribution achieved by govern- 
ment policy may adversely affect aggregate out- 
put. Israeli mathmvim (cooperative villages) op- 
erate under an equal land allocation rule. This 
study assesses the production and distribution 
consequences of two alternative hypothetical 
allocation rules; a free market allocation, and 
a policy that maximizes value-added without 
discrimination based on nativity or ethnicity. 
Production and supply functions are estimated 
using sample data on Israeli family forms. Then 
the three allocation rules are simulated. TVs 
output loss from distributing land equally is 
found to be modest compared to the in c om e 
inequality generated by the other rales. Amer. 
J. Agr. Econ.. Aug 1986, 68(3). pp 605-14. 
University of California, Berkeley, Ben C u rto a 
University of the Negev, Israel. 
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> crapping.- Mont Hoard, Incentive Flexibil- 
ity, end Rfck - - 

'■’Itei paper explains the rationale and de- 
scribes the diaraeterlsttes of cost-sharing ar- 
rangements fan rural developing economies, fo- 
cusing on the risk and incentive pro pe rties of 
alternative cost contracts and on their flexibil- 
ity— their ability to adapt to environmental 
changes. It is shewn that where labor inputs 
are difficult to monitor, the rule that cost shares 
and output shares be equalized will not hold 
and. is not “constrained Pareto efficient,” and 
that cost-sharing contracts have a decided ad- 
vantage over contracts that specify die level of 
inputs whenever there are asymmetries of in- 
formation regarding production technology be- 
tween the landlord and the tenant. Amer. J. 
Agr. Earn., Aug. 1986. 68(3), pp. 642-52. 
World Bank; Princeton University. 

4 » 

Pohoryles, Samuel — Agricultural Emancipa- 
tion in a Semi-Arid Ecosystem 
The most acute and crucial agricultural and 
food problems are focused in developing coun- 
tries. About 60 percent of the necessary agricul- 
tural growth in developing countries is linked 
to unproved land-water strategy. Israel is a clas- 
sic example of unfavorable distribution of natu- 
ral resources. Middle East experts have evalu- 
ated that this region requires a whole 
generation (25 years) to get its food production 
doubled. During 25 years Israel's agriculture 
increased twelvefold in real terms — 10 percent 
annually. This was achieved by “correction of 
the nature" (water carrier), gradual substitution 
of land and water by “neutral” technology, and 
hetergenization of rural economy. Konjunhtur- 
poiitik, IMS, 32(3). pp. 164-78. Ministry of Ag- 
riculture, Israel. 

Sedder, Dfcvid W. — Institutionalism and Agri- 
cultural. Deve lo p m ent in India 
This paper shows how institutional theory, 
especially that of JFagg Foster, aid manage- 
ment theory can be applied to agricultural 
p rojects la developing countries. The case study 
is the “Sukhemgjrf Project, "an irrigation and 
aod c ons e rv ation project ia India sponsored by 
the Ford Fo un d ati on. An interesting feature 
of this projecfcls a com p l e tely e g dBar ian distri- 
butiaa of hi tgs ti nn water anong all household* 


in the village, irrespective of land ownership. 
Each household is given an equal quantity of 
water right, which it can then “trade, barter, 
and exchange.” Various principles of institu- 
tional/managerial theory are discussed and re- 
lated to this project. ]. Earn, Issues, Dee. 1986, 
20(4), pp. 1011-27. Colorado State University. 

720 Natural Basouacu 
721 Natural Resources 

Amigues, Jean-Pierre and Moreaux, Michel — 

Graviferes et vins de Bordeaux (Gravel Pits 
and Bordeaux Wines) 

Sand and gravel mining is one of the main 
extractive industries in France. Extraction im- 
plies generally a loss of some agricultural poten- 
tial, i.e., the destruction of some agricultural 
asset. Such a problem has recently arisen in 
the Bordeaux area, well known for its wtue, 
In this paper, the authors show how ftw gravel 
extraction and agricultural output paths will be 
determined in a system of competitive markets. 
Ann. Econ. Statist., Jan.-Mar. 1986, (1), pp. 
75-105 (French). CKEM AQ, University of So- 
cial Sciences of Toulouse. 

Anderson, F. ). — Valuing a Depletable Re- 
source Endowment in an Open Economy 
A simple general equilibrium structure is 
used to model the welfare effect of the hypo- 
thetical loss of a depletable resource endow- 
ment in an open economy. The Hicksian equiv- 
alent surplus measure is used as the welfare 
indicator. Three types of loss are identified: the 
elimination of rents aking the optima] extraction 
path, loss of producers’ surplus associated with 
(strict) concavity iff the economy’s transforma- 
tion frontier in nonresource inputs, and a terms- 
of-trade loss. The latter reflects the economy’s 
excess demand for the resource in the absence 
of its own endowment and is zero if it is a price 
taker in world markets. Can. J. Econ., Nov. 
1986, 19(4), pp. 730-44. Lakehead University, 
Thunder Bay, Ontario. 

Anderson, Lee G. aod Lee, Dwight R. — Opti- 
mal Governing Instrument, Operation Level, 
aid Enforcement in Natural Resource Regu- 
lation: The Cose of the Fishery 
Mori regulation studies have used industry 
output or inputs os the control varioble(s), but 
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these are only indirectly controlled by govern- 
ment action through its choice of governing in- 
strument, enforcement procedure, and penalty 
structure and the operational level of each. A 
model is developed that demonstrates how 
profit-maximizing firms will react to these con- 
trol variables taking into account the benefits 
(extra production) and costs (possible penalties) 
of noncompliance and the ability to avoid detec- 
tion of noncompliance. The optimal operation 
level for two sets of control variables is derived 
and discussed. Amer. J. Agr. Econ., Aug. 1986, 
68(3), pp. 678-90. University of Delaware; 
University of Georgia. 

Anderson, Terry L. and Johnson, Ronald N. — 
Hie Problem of Instream Flows 
To obtain a surface water right in the arid 
American West, private appropriators have 
been required to undertake actual physical di- 
version of the water. That requirement largely 
negates the role of private contracting to pre- 
serve or enhance water flows for recreational, 
wildlife, and aesthetic purposes. In this paper 
a model is developed and used to examine the 
courts' rationale for denying private claims to 
instream flows. The ways in which such claims 
can be made amenable to the prior appropria- 
tion system are explored. The paper is moti- 
vated by the bilure of public agencies to 
achieve an approximately optimal solution. 
Econ. Inquiry. Oct. 1986. 24(4). pp. 535-54. 
Montana State University. 

Capalbo, Susan M. — Temporary Equilibrium 
Production Models for a Common-Property 
Renewable-Resource Sector 
Temporary equilibrium production models 
for a common-property, renewable-resource 
sector are developed and used to measure the 
shadow value of the resource. The structure 
of these models incorporates the biological dy- 
namics and the ownership rights. Under sole 
ownership, the firm chooses the utilization level 
of the resource stock, which in tom affects his 
investment policy in the resource. For an open- 
access fishery, the firm behaves as if the shadow 
value was aero. Tb measure the shadow values 
for m op e n acoe n fishery, a model of down- 

m ■am, im ■! ii „ a a, ■ if iarafima mat . 
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ibat fishery. J. Econo metr ic*, Oct. /Nov. 1988, 
33(1/2), pp. 263-84. Resources for the Future, 
Washington, D.C. 

ContofU, Paid M. — Exhaustible Resources and 
International Trade 

This paper extends on the optimal growth/ 
exhaustible resource model of P. Dasgupta and 
C. Heal (Rec. Econ. Studies, December 1974) 
to include international trade in the resource 
and a produced composite good. In contrast 
to recent studies that have utilized small open- 
economy assumptions, the analysis determines 
the terms of trade and rate of interest endoge- 
nously within a two-country setting. This deter- 
mination allows the author to investigate the 
intertemporal patterns of trade and specializa- 
tion that may possibly arise. Countries are as- 
sumed to have identical Cobb-DougUs technol- 
ogies but different preferences and initial factor 
endowments. Eastern Econ. J.. July— Sept. 
1966, 12(3), pp. 291-96. University of Kansas. 

Defier, Steven C-; Chicosne, David L. end 
' Ranuunurthy, Canapathi — Instrumental 

Variables Approach to Rural Water Service 
Demand 

The alternative instrumental variable tech- 
niques for dealing with measurement error and 
simultaneity feedback associated with studying 
water demand, where water is sold through dis- 
crete I dock prices, are developed and compared 
with OLS estimates in this paper. Household 
data on rural water service customers are used 
to estimate demand. The results support reject- 
ing OLS estimates in favor of the instrumental 
approach and do riot support the Tayior/Notdm 
demand specification as appropriately capturing 
rural water service customer behavior. South- 
ern Econ. ).. Oct. 1966. 53(2), pp. 333-46. 
University of Illinois; University of Illinois; 
State Water Survey, State of Illinois. 

For, Wfirin F. mad Hoffar, Rickard A.— Us- 
ing Homothetic Composed Error Frontiers 
to Measure Water Utility Eficteocy 
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flf <w*ter production end distribution; defining 
the concepts of absolute end relative efficiency 
and measuring each; and quantifying both allo- 
cative and technical inefficiency for each firm. 
Also, the extent of inefficiency in the delivery 
of water services is compared for private and 
public water producers to determine which per- 
forms best relative to its potential, with the 
conclusion that they have equal absolute de- 
grees of inefficiency. Southern Econ. ]. , Oct. 
1866, 53(2). pp. 461-77. University of Tennes- 
see. 

Karp, Larry; Sadeh, Arye and Griffin, Wade 

L. — Cycles in Agricultural Production: The 

Case of Aquaculture 

The problem of determining optimal harvest 
and restocking time and levels is considered. 
A continuous time deterministic control prob- 
lem is used to study the case where production 
occurs in a controlled environment. A stochastic 
control problem is then used to determine rules 
for the cultivation of P. ttylirottru, which oc- 
curs in a stochastic environment. The determin- 
istic analog of the problem is also solved. The 
two solutions are used to develop a measure 
for the value of a controlled environment and 
for the value of information about die stochastic 
environment. A mer. J. Agr. Earn., Aug. 1986, 
68(3), pp. 553-61. University of California, 
Berkeley; Texas A&M University; Texas A&M 
University. 

Karpoff, Jonathan M. — Suboptimal Controls in 

Common Resource Management: The Case 

of the Fishery 

The discrepancy between elaborate proposals 
to “solve” the common pool fishery problem 
and actual fishery regulations is examined. The 
setfdnterest hypothesis of regulation and fisher- 
man h e t ero gen eit y can explain two historically 
populwiypetui fishery regulations: season clo- 
sures and capital constraints. These have difier- 
entisd tapietsnd fishermen and typfcalfy redis- 
ttfoate theMtMy'f harvest from more efficient 
toward fast tffirtiist producers. To tbeextent 
that iaharhte)i; hid^winiii to a regulatory 
bodysjartodhffafaslra toad to be relatively ta- 
it fa iwndfoiMl that th es e reguktiow 
wjfwfahstond ffifajifaypad data that deraon- 
atr a tu theto s d s a p l i t? Earn.. Feb. 


1887, 85(1), pp. 179-94. University of Washing- 
ton, Seattle. 

Keafy, May Jo and Bishop, Richard C. — -Theo- 
retical and Empirical Specifications Issues in 
Travel Cost Demand Studies 
A travel cost demand model is derived from 
a utility function that postulates that individuals 
choose the optimal total number of site recre- 
ation days given by the product of die number 
and length of their recreation trips. By relaxing 
the assumption that onsite time is constant 
across recreationists, the applicability of the 
travel cost method is extended. The model is 
estimated using a maximum likelihood proce- 
dure appropriate for the truncated sample data, 
which is characteristic of most user-specific rec- 
reation data. Failure to do so would result in 
overestimating the value of Great Lakes fishing 
by 3.5 times. Amer. J. Agr. Earn., Aug. 1986, 
68(3), pp. 660-67. Colgate University; Univer- 
sity of Wisconsin. 

Lee, Seung-Dong — On the Theory of an Ex- 
haustible Resource Extractive Multinational 
Firm 

The exhaustible resources extracted by the 
foreign affiliate become intermediate goods 
both at home and in the foreign country. The 
foreign affiliate produces final products and sells 
them within die country, while the parent 
firm produces the same products and sells them 
at home as well as to the foreign country. This 
paper analyzes the behavior of the multinational 
firm and commercial and resource conservation 
policy implications for each country. Much at- 
tention is paid to the role of the exhaustible 
resource and the dynamics of variables. Can. 
J. Earn . , Nov. 1986, 19(4), pp. 716-29. Univer- 
sity of Alabama. 

Livernofa, John R. and Uhler, Russell S. — Ex- 
traction Costs and the Economics of Nonre- 
newable Resources 

The study questions the fundamental as- 
sumption of the standard aggregate explora- 
tion-extraction model of nonrenewable re- 
sources dut extraction costs and the level of 
leaeivea era inversely related, tt also raises 
qurstirrm about the models eoadudoM ragtorf 



Selected Abstract* 


1195 


ing exploration incentives and the valuation of 
reserves. An empirically tested disaggregate 
model is presented that suggests that explora- 
tion activity occurs from Arms attempting to 
balance marginal extraction plus user casts at 
die intensive and extensive margins. Explora- 
tion is carried out until the marginal discovery 
cost of a deposit equals its present asset value 
and a (/-shaped price path is indicated. /. Polit. 
Econ., Feb. 1987, 05(1), pp. 106-203. Univer- 
sity of Alberta, Edmonton; University of British 
Columbia, Vancouver. 

Mitra, Tapan and Wan, Henry Y., Jr . — On 
the Faustmonn Solution to the Forest Man- 
agement Problem 

This paper is concerned with optima] solu- 
tions to the forest management problem when 
future utilities are not discounted. By examin- 
ing asymptotic properties of such solutions, the 
authors find that: (1) if the utility (unction is 
linear, then the Faustmann periodic solution 
is optimal; (2) if the utility (unction is increasing 
and strictly concave, an optimal solution con- 
verges to the maximum sustained yield solu- 
tion, which is characterized as a golden rule. 
These results may be viewed as a possible reso- 
lution to the debate in forestry economics about 
what constitutes an optimal policy in forest 
management. J Econ. Theory, Dec. 1986. 
40(2), pp. 229-49. Cornell University. 

Mueller. Michael J. and Eubanks, Larry S. — 
Institutional Effects on an In Situ Natural 
Resource Market: Forced Pooling in a Petro- 
leum Reserves Market 
This paper finds that use of forced pooling 
in the acquisition of oil and gas leases in Okla- 
homa resulted in additional petroleum re- 
serves. Forced pooling also increased acreage 
leased, investment in acreage and wells, and 
wells drilled. A simultaneous equation model 
of the petroleum reserves market based on in- 
puts used in dev el opi n g r eser v es was esti- 
mated. Original data on forced pooling orders, 
deluding lease bonus payments, was c ollecte d 
from state leg s l r ec o rds. A forced pooling order 
•Mows the owner of a fractional drdfcng unit 
■hare toforce all other owner s to con s en t to 
4*49*8. 9 to not netotoeHew S pitoha m ^eon. 
) > Oot 1966, 59(2). pp. 374-92. Ckrfcaon Uni- 


versity, Potsdam, New York; University of Colo- 
rado. 
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Bongaerts, Jan C. and Heinrichs, Dirk — 

Deutsche U mweltschutzgraefaac und Um- 
weltschutzinvestittonen des produzierenden 
Cewerbes (German Environmental Protec- 
tion Legislation and Environmental Invest- 
ment by West German Manufacturing Indus- 
tries) 

The paper explores the impact of environ- 
mental regulations on environmental protection 
investment expenditures by thirty-seven West 
German industries. Its main conclusion states 
that interindustry differences in these expend!- - 
tures can he explained by interindustry differ- 
ences in environmental protection legislation. 
Besides the influence of the law these invest- 
ments are also explained by economic variables 
like cash Bow and industry structure. Measure- 
ment of the impact of the law takes place by 
assessing the cumulative effect of industry-spe- 
cific environmental regulations over time as 
well as the intensity with which these regula- 
tions affect each industry. Konjunkturpolitik. 
1986, 32(3), pp. 151-63 (German). Science Cen- 
ter Berlin, West Germany. 

Endres, Alfred — Charges, Permits and Pollu- 
tant Interactions 

An environmental quality indicator allowing 
for pollutant interactions is assumed to exist. 
The presupposed policy goal is to meet a certain 
standard in terms of this indicator. Alternative 
instruments to achieve the target at minimum 
cost are analyzed. With the simplest term of 
interaction, the properties of the instruments 
do not deviate much from what is known from 
the traditional literature on non interactive pol- 
lutants. When interaction is complex, however, 
the iterative process to attain the target by ef- 
fluent charges is more c um bers o me. Moreov er , 
noncon verities may arise, making transferable 
discharge permits loose their widely acknowl- 
edged eilcieocy property. EaaSent Eam.J . , Jnly- 
Sept. 1966, 12(3). pp. 327-36. Tec hni cal Uni- 
versity of Berlin. 

Water Pollution Control Nkin 
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Thfcpaper examines the relative expected 
tttdemcy of Sour geoend strategies that have 
been proposed for achieving agricultural non- 
point pollution abatement. Emphasis is placed 
on ’Em implications of differential information 
•bout die Costs of changes in form management 
practices, the impraetteality of accurate direct 
raonitosiag, and the stochastic nature of non- 
potnt pollution. The possibility of using hydro- 
logical models to reduce, but not eliminate, 
the uncertainty about the magnitude of non- 
point loadings is incorporated into the analysis. 
The principal result is that appropriately speci- 
fied management practice incentives should 
generally outperform estimated runoff stan- 
dards, estimated runoff incentives, and manage- 
ment practice standards fin- reducing agricul- 
tural nonpoint pollution. Amer. J. Agr. Econ. , 
Aug. 1986, 68(3), pp. 666-77. Pennsylvania 
State University. 

Smith, V. Kerry and Desvousges, William 
H. — An Empirical Analysis of the Economic 
Value of Risk Changes 
This paper reports detailed empirical tests 
of bow an individual’s valuation of a risk change 
varies with the level of the baseline risk. The 
findings reject the conventional hypothesis and 
indicate that the estimated marginal valuation 
of a risk change decreased with increases in 
the level of risk. They also indicate that the 
direction of the risk change and perceived enti- 
tlements to safety affect the reported marginal 
valuations. The specific application involves a 
contingent valuation analysis based on the re- 
sponses of a representative sample of house- 
holds in suburban Boston to proposed reduc- 
tions In the risks of exposure to hazardous 
wastes./. Poht. Econ., Feb. 1967, 95(1), pp. 
8B-114. Vanderbilt University; Research Trian- 
gle Institute, North Carolina. 

7X3 ffnargy 

Pnfcfo, Jeffrey; Miedema, ABen K. and Chan- 
drsa, Hina V. — Price Effects of Energy-Effi- 
cient Technologies^ A Study of Residential 
Demand for Heating and Coabng 
Energy efficient appliances reduce the mar- 
gjnal prior qf the services they deliver. This 
wmext wmmmempmomsy nwraospnee rocmc- 
Mens reauh is energy eavtegs that are smaller 


than those engineering techniques generally 
project. Using econometric techniques with 
data from a unique utility experiment and a 
detailed engineering-thermal load model, the 
authors find that actual conservation is as much 
as 13 percent below engineering estimates for 
cooling and 8 to 12 percent below for heating. 
Customers who conserve electricity are also 
persistent; their houses are comparatively 
warmer in summer and cooler in winter. Rand 
J. Econ., Autumn 1986, 17(3), pp. 310-25. Cali- 
fornia Institute of Technology; Research Trian- 
gle Institute, Triangle Park, North Carolina; 
Research Triangle Institute. 

Gately, Dermot — Lessons from the 1986 Oil 
Price Collapse 

This reviews the details and the background 
of the 1986 oil price collapse^ discusses whether 
it was or was not a surprise, and what it means 
for oil prices in 1986-87 and over the longer 
term. It includes the following sections: an 
overview of the 1970-86 data and expert opinion; 
an explanation of the 1986 price collapse, to- 
gether with a simulation of the choices lacing 
OPEC for 1986 and thereafter; an examination 
of the question of what should have been ex- 
pected for 1985-86; and a discussion of the 
outlook for the world oil market, both short 
term and long term. Brookings Pap. Econ. 
Act., 1986, (2), pp. 237-71. New York Uni- 
versity. 

Knit, Joseph F. and Leone, Robert A. — Re- 
gional Effects of Energy Price Decontrol: The 
Roles of Interregional Trade, Stockholding, 
and Microeconomic Incidence 
Policy debates over energy pricing frequently 
pit "producing states” against "consuming 
states.” Such a distinction ignores the (act that 
ownership of energy-producing and energy-us- 
ing assets is geographically dispersed, and that 
trade links regional economies. Incorporating 
these factor* as well as alternative patterns of 
the incidence of higher gas prices into an analy- 
sis of natural gas decontrol reveals a significant 
influence on the net interregional transfers re- 
sulting from decontrol. Apparent "consuming” 
regions could benefit from gai decontrol, and 
“consuming” regions generally do not benefit 
from policies that tax producer windfalls from 
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control and then redistribute the revenues 
compensation to gas users. Rand J. Econ., 
ummer 1986, 27(2), pp. 201-13. Harvard 
Diversity. 


800 Manpower; Labor; Population 

10 Manpower Training and Allocations Larob 
Force and Stmt 

.3 Labor Force 

enn, P. T. and VlachonikoHs, 1. C. — Male 
Labour Force Participation Following Illness 
or Injury 

This paper develops a model of the disabled 
idividual's labor force participation decision 
flowing illness or injury, and confronts it with 
ita on the financial consequences of ill health, 
utility function is specified, which allows for 
ie effect of changes in health on work-leisure 
■eferences, and is evaluated in relation to a 
jusehold budget constraint. Estimation is 
trough maximization of the appropriate likeli- 
jod function, correcting for self-selection bias 
ithin a switching regression model. Results 
« presented showing significant effects of B- 
incial variables on participation, and these are 
«n to vary with age. disability, and income. 
xtnomica, Aug. 1986, 33(211), pp. 379-91. 
xford University. 

oterba, James M. and Summers, Lawrence 
H. — Reporting Errors and Labor Market Dy- 
namics 

This paper estimates the incidence of re- 
>onse errors in the Current Population Sur- 
?y. It proposes a procedure for adjusting the 
ureau of Labor Statistics' gross flows data on 
bor market transitions to account for these 
tots. The findings illustrate the potentially 
sbstantial effect of response errors on studies 
‘labor market behavior. The adjustment pro- 
cure suggests that, because measurement er- 
ks give rise to spurious transitions b etween 
jot market states, conventional measures may 
adersfeate the duration of u n e mp loyment by 
much as 80 percent, and overst a t e the fre- 
■wncy of labor force entry and exit by even 
me. Eo t mom m tr io a , Nov. 1986, 9), pp. 

119-38. Massachusetts Institute of Tocbnot* 
Yt Harvard University. 
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Albrecht, Junes and Jovaaovic, Boy an — The 
Efficiency of Search under Competition and 
Monopsony 

This paper compares mooopsonistic and com- 
petitive search equilibria. While the competi- 
tive equilibrium is efficient, the monopsonistic 
equilibrium is not: there is too much search, 
and the employment rate is too low. J. Foht. 
Econ., Dec. 1986, 94(6), pp. 1246-57, New 
York University. 

Bewiey, Truman — The Share Economy in 
General Equilibrium 

Martin Weitzman’s 1982 paper on increasing 
returns and unemployment equilibrium is 
driven by the presence of a C lower constraint 
and does not provide a persuasive model of 
unemployment. The employment effects of im- 
plementation of a share economy are impossible 
to evaluate until unemployment equilibrium is 
understood. Further, the determination and 
adjustment of the share parameter and of la- 
bor demand are unsatisfactory in Weitzman's 
model. J. Compar. Econ.. Dec. 1986. J0(4). 
pp. 457-59. Yale University. 

Blair, Chri sti ne E. and Rod ri gues, Anthony 
P. — A Model of Wage Contract Bargaining 
with imperfect Information and Strikes 
The authors examine a model of wage bar- 
gaining based on o p t imiz ing behavior and im- 
perfect information. In the model negotiation 
is used to extract private information. The 
model makes detailed predictions about the ef- 
fects of various costs on the length of negotia- 
tions. Strikes or lockouts can be rational behav- 
ior either if the costs of negotiating are low or 
if the return to information is high. Eastern 
Econ. /.. July- Sept. 1986. 22(3), pp 251-56. 
Federal Deposit Insurance Corporation, Wash- 
ington, D.C.; Fordham University. 

Bhmdefl, Richard and Wafer, Ian-A Ufe- 

Cyde Consistent Empirical Model of Family 
Labour Supply Using Cross-Section Date 
This paper ert fonts t a tttitey maxtaniateg 
model of the joint d itoratin a tt o n of sale and 
female labor auppfef uring i ampin gf asaettad 
conpka from the U.K. Tamil) ITihii mErm i 
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Survey. Use emphasis is on the estimation of 
within-period preferences that are consistent 
with intertemporal, two-stage budgeting under 
unipcurtyfaty, However, the approach provides 
an alternative method of estimating certain 
aspects of life-cycle behavior to fee fixed effects 
X-ooostant approach of J. J. Heckman and 
T. E. MaCurdy (19 80), MaCurdy (1881) and 
MJ, Browning, A. S. Deaton and M. Irish(1985). 
Moreover, it relaxes some of fee underlying 
restrictions implicit in X-constant models under 
uncertainty. Rev. Earn. Stud. , Aug. 1986. 53(4), 
pp. 539-58. University College, London; Uni- 
versity of Manchester. 

Burtless, Cary — Social Security, Unanticipated 

Benefit Increases, and the Timing of Retire- 
ment 

This paper proposes a model of retirement 
behavior in which workers respond differently, 
although in a theoretically consistent manner, 
to the anticipated and unanticipated compo- 
nents of the social security benefit they can 
receive upon retirement. The retirement age 
decision in fee presence of unanticipated bene- 
fit changes is shown to be a special case of utility 
maximization under a nonlinear budget con- 
straint. The model is estimated using the Longi- 
tudinal Retirement History Survey. Rev. Earn. 
Stud.. Oct. 1986, 53(5), pp. 781-805. Brook- 
ings Institution. 

Camefly, Rachel — A Framework for Analyzing 

.fee Impact of Cohort Size on Education and 

Labor Earning 

This paper analyzes ferae models of labor 
demand solving for fee change in wages of a 
given labor group due to a change in the size 
of a birth cohort- When fee production function 
incl u d es age-schooling groups as separate fee- 
tots, an in creas e in fee size of one birth cohort 
ch anges the size of several labor market groups. 
Also, in feb care, fee demand effect of changing 
fector shoe is jotoed by a supply effect of chang- 
ing schooling propor t ions. Ignoring the supply 
effect may cause pveraatimahon of fee e&ct 
of a huge hbfe cuhortbn wages of young skilled 
workers. J. HnnMlta. , Fall 1986, $1(4), pp. 
M3-6&. Bow d ofo CoBcge. 
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Commt. ManasR — Share C ontra c ts sad Macro- 


Martin Weitzman’s analysis of the share econ- 
omy contrasts fixed-wage and fixed-share con- 
tracts; this paper notes feat neither is an optimal 
labor contract, rendering the comparison sus- 
pect. Given this comparison, though, share 
contracts may be superior to wage contracts 
in an economy characterized by a “macroeco- 
nomic externality, ” whereby firm-level employ- 
ment decisions affect the demand for other 
firms’ goods. /. Compar. Econ., Dec. 1986, 
10(4), pp. 421-26. University of Iowa. 

Dasgupta, Partha and Ray, Debraj — Inequal- 
ity as a Determinant of Malnutrition and Un- 
employment: Theory 

This paper presents a theory that links invol- 
untary unemployment to fee incidence of mal- 
nourishment, relates them in turn to the pro- 
duction and distribution of income and, thus, 
ultimately to the distribution of assets. The 
model used to illustrate the theory is “general 
equilibrium.” It is shown, among other things, 
feat if aggregate assets in an economy are nei- 
ther large nor small, and if the distribution of 
assets is highly unequal among people, then it 
is fee assetless who are vulnerable in the labor 
market; specifically, there is involuntary unem- 
ployment among the assetless. Econ. J., Dec. 
1986, 96(384), pp. 1011-34. University of Cam- 
bridge; Indian Statistical Institute, Delhi and 
Stanford University. 

Ham, John C. — Testing Whether Unemploy- 
ment Represents Intertemporal Labour Sup- 
ply Behavior 

In this paper the author implements a mis- 
specifi cation test of the Lucas-Happing treat- 
ment of unemployment as labor supply behav- 
ior using panel data. This test extends previous 
such work wife micro data by simultaneously 
allowing for intertemporal substitution, uncer- 
tainty and endogenous unemployment. Strong 
evidence against the standard specification of 
intertemporal labor supply behavior is found. 
Rev. Econ. Stud., Aug 1986, 53(4), pp. 55B- 
78. University of Toronto and Princeton Uni- 
versity. 

Heal* Mkhaafaod Vale, Bent— Effects on Un- 
employment of Reduced Working Time in 
an Economy Where Finns Set Wages 
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The paper considers an economy where firm* 
at wages, balancing the direct benefit of low 
rages with the indirect cost of low wages (rela- 
ve to other firms) leading to high quit rates 
nd, therefore, high training costs. Reducing 
m institutionally given working time makes 
m» importance of training costs increase, thus 
taking firms more concerned about keeping 
uit rates low. The effect is increased unem- 
loyment as a consequence of reduced working 
me. The effect on hourly and yearly wages is 
ncertain, although increased hourly wages 
sem to be the most plausible case. Europ. 
con. Rev., Oct. 1986, 30(5), pp. 1097-1104. 
University of Oslo. 

luang, Wei-Chiao and Ray, Subhash C. — La- 
bor Supply, Voluntary Work, and Charitable 
Contributions in a Model of Utility Maximiza- 
tion r 'i , ; 

This paper explores the interrelationship be- 
veen charitable giving, volunteer work, and 
ibor supply decisions. A theoretical model is 
esented where an individuals decisions reiat- 
ig to charitable giving, voluntary work, labor 
iipply, and consumption are derived from max- 
nizhtg a Stone-Geary utility function subject 
: time and budget constraints. Within this 
‘amework, die authors also analyze Hie impacts 
' changes in the wage and tax rates on labor 
upply and charitable behavior. The comparu- 
ive static analysis yields some interesting re- 
uhs. Eastern Econ. J., July-Sept. 1986, 12(3), 
j, 257-63. Western Michigan University; 
diversity of Connecticut. 

enidnson, T. |. — Testing Neo-classical Theo- 
ries of Labour Demand: An Application of 
Cointegratton Technique* 

Neoclassical labor demand theories are tested 
n U.K. tim e - series data using co in tegration 
ichniqoes. The two alternative a p proaches of 
le "cofotegrating r egre ssi on" and the “error- 
arrecting mechanism" are presented, neither 
which support s the existence of a simple neo- 
l ute al eqtid&rfeun labor demand relation* 
Hp. Some mutton should, however, be oner- 

Uul 1 m - — - — - - *-» 1 -Tl *»- - - i- a 
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ue to Hie lack of power of asisHng tests of 
Hegraltoo and oototogratton agstost -ontoain 


Bull. Earn. Statist., Aug. 1986. 48(3), pp. 241- 
51. Merton College, Oxford University. 

Kaiser, Carl P. — Unemployment Insurance 
and the Theory of Labor Demand 
This paper models the effects of unemploy- 
ment insurance (UI) on firm behavior in an en- 
vironment of fluctuating product demand. 
Given certain assumptions regarding the firm, 
the model implies that stronger experience rat- 
ing of the UI tax will increase layoff coats and 
so: (1) dampen fluctuations in the quantities of 
worker hours and the employment stock de- 
manded by the firm; (2) reduce layoffs; and (3) 
increase the ratio of average hours per worker 
to the employment stock in all periods. A higher 
UI benefit rate will increase layoff costs for em- 
ployers who bee strong experience rating and 
incur low hiring costs, md decrease layoff costs 
for employers for whom experience rating is 
weak and hiring costs are high- Thus, in the 
aggregate, a higher benefit rate is not likely 
to have substantial effects on the employment 
.and hours decision* made by firms. Eastern 
Econ. J.. Ape -June 1986. 12(2). PP- 115-28. 
Washington and Lee University. 

Kato, Takao — "Bumping." Layoffs, and Work- 
sharing 

This paper deals with an interesti n g but of- 
ten -neglected labor practice prevalent m large 
North American firms with we H-drve loped in- 
ternal labor markets. Large North American 
firms typically respond to a decline in demand 
for their products by first reducing the number 
of hours worked (or worksharing). As the de- 
mand continues to fall, however, they begin 
to make skilled workers "bump onto" unskilled 
jobs, displacing unskilled workers. Skilled 
workers are laid off only after a considerable 
number have bumped. The author develops an 
implicit contract model and exp la ins the prac- 
tice. Econ. Inquiry, Oct. 1986, 24(4), pp. 667- 
68. Colgate University. 

Ug, Ettoldms Spiegel, Urtoi and Sffmsuau, 
P ar e to hsffdmcy to the Labour Market 
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tit 4fce bbar market and that in its search for 
dSdeney, the labor market has evolved an al- 
ternative pricing system that differs from those 
generally found in other markets. Specifically, 
it hi demonstrated that whereas Pareto effi- 
ciency will in general be absent in the labor 
rtWlket when a single price system prevails, a 
labor reward package consisting both of a fixed 
payment element unrelated to hours of work 
supplied and a work input related wage element 
is likely to bring about Pareto efficiency. Europ. 
Earn. Rev., Dec. 1986, 30(6), pp. 1197-1205. 
Bar-Ban University, Ramat Gan, Israel and 
York University, Ontario, Canada; Bar-Uan 
University and University of Pennsylvania; Bar- 
Uan University and University of British Co- 
lumbia. 

Lockwood, Ben— Transferable Skills, Job 
Matching, and the Inefficiency of the ‘Natu- 
ral’ Rate of Unemployment 
Two things ore accomplished in this paper. 
First, the author has shown that search equilib- 
rium may be inefficient even in the absence 
of external effects that work through the match- 
ing probabilities. Second, policies that might 
counteract these external effects are consid- 
ered. Apart from policies that directly increase 
worker bargaining power. It is seen that a wage 
tax or a profit tax combined with an employ- 
ment subsidy improves efficiency, but that a 
profit tax alone may reduce it. Earn. J., Dec. 
1986, 96(384), pp. 961-74. Birkbeck College, 
London. 

Mymmld, H g jlm ti — Labor-Management Bar- 
pai ning; Contract Curves and Slutsky Equa- 
tions 

Consider a firm in which labor and manage- 
ment bargain over division of the firm’s organi- 
zational mat and negotiate the firm’s policy. 
Tim author e m ph asizes the relationship be- 
tween the bargainer’s contract curve and the 
Arm’s Slutsky equations. A bar g ainin g firm is 
d es cribe d as a hybrid of a profit-maximizing 
firm and* labor-managed firm, TTMfeetbodol- 
egy is apftisd lo models of ennKaent con- 
tract* thine separata ofecotnataHl in which 
labor’s faaxrialnz power afffecti mlmi com- 
p a r a rtw ria l fe Mar fo r are id uuuMi :(D4aeffi- 
giapgyto th a bargak ia d uunli aU, (2) thelatcrao- 


tioa between workers' income effects and the 
firm’s capital cost burden; and (3) incomplete- 
ness of the market for property rights in the 
firm. J. PolU. Econ., Dec. 1986, 94(6), pp. 
1225-45. Ohio State University. 

Mookberjee, Dilip — Involuntary Unemploy- 
ment and Worker Moral Hazard 
This paper critically examines the hypothesis 
that layoffs are involuntary in implicit labor con- 
tracts because they are used by employers to 
punish inferior worker performance. In re- 
peated moral hazard situations, workers typi- 
cally bear risk associated with whether they are 
chosen to be laid off even though the latter is 
uninformative about previous effort choices and 
wages are performance-contingent. However 
the hypothesis is unsatisfactory as optimal con- 
tracts involve involuntary retentions rather than 
involuntary layoffs in a wide variety of circum- 
stances. Rev. Econ. Stud., Oct. 1986, 53(5), 
pp. 739-54. Stanford University. 

Murphy, Kevin J. — Incentives, Learning, and 
Compensation: A Theoretical and Empirical 
Investigation of Managerial Labor Contracts 
This article analyzes properties and implica- 
tions of multiperiod managerial labor contracts 
under two alternative hypotheses: Incentives, 
in which productivity depends on unobservable 
effort, and learning, in which ability is unknown 
and is revealed over time. Shared and conflict- 
ing implications of these competing models are 
developed in terms of experience-earnings pro- 
files and the relation between compensation 
and performance. The author empirically exam- 
ines these theoretical results by using a longitu- 
dinal sample of 1,488 chief executive officers 
followed from 1974-85. The data yield mixed 
evidence that generally supports the learning 
hypothesis over die incentive hypothesis. Rand 
J. Earn., Spring 1986, 17(1), pp. 59-76. Univer- 
sity of Rochester. 

Pyatt, Graham — Inertia in Labor Markets 
The paper g e n e raliz es 1. M. MacDonald and 
B. M. Solow’s treatment of wages and employ- 
meat determination as a cooperative game be- 
tween a form and a fi if sp ec i fic union. Pareto* 
efficient aofatkma ere derived for the caae when 
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icruttment of nonunion labor is allowed. These Tobin, James — Inflation And Unemployment -in 

tow that employment can be insensitive to the Share Economy 

nail change* in product demand; that the wage This paper first interprets Martin Weftzman’s 
lay be either more or let* than the marginal monopolistic competition analogy to the share 

venue product of labor; and that the firm may economy, and notes the implications of this for 

loose to operate in an x-inefficient manner . the nature of "excess demand" in such an econ- 

reinterpretation of the model relates these omy. The paper then focuses on the elects of 

tsuhs to the work of W. Y. Oi on labor as a ' the wage flexibility induced by sharing 
tiasi-flxed factor. Eastern Econ. J .. July-Sept. schemes. -It is observed that Weitznum’s analy- 

*86, 12(3), pp. 243-50. University of Warwick. sij U entirely in terms of real, not nominal, 

variables. The paper concludes with a note on 
lapiro, Carl— Investment, Moral Hazard, possible distributional conflicts in a share ecen- 
and Occupational Licensing omy. J. Compar. Econ., Dec. 1966, 10(4), pp. 

The author analyzes occupational licensing as 460-63. Yale University. 

■ input regulation that requires minimum lev- 

■ of human capital investment by profession- *** PuMfc Policy; Bole of Coi rrawat 

j. By raising professionals’ training levels, li- Calcoen, F.; Eeckhoudt, L. and Outrevflle, 

;nsing helps alleviate moral hazard problems ). F. — Indemnisation du chAmagert revertus 
sociated with the provision of high quality de remplaee merit: Une approche par la fh£o- 

■rvices, IMS shown that licensing and certifies- rie de I’assu ranee (Unemployment Insurance 

an. whereby consumers are provided infbrma- and Damage Insurance; An Approach 
in about professionals, tend to benefit cun- through the Theory of Insurance) 

imers who value quality at the expense of j n thi* paper, taking into consideration the 
awe who do not. Licensing may raise total point of view of the insured, the authors com- 
•rplus if sellers’ investments are not observa- pare the properties of unemployment insurance 

5. but is Pareto- worsening if training levels those „f damage insurance. They start by 

■e observable. Certification may. however. studying the hypothetical case of an unemploy- 
ed to excessive investment as a signaling de- merit insurance fully supplied by the private 

8*®- Econ. Stud., Oct. 1886, 53(5), pp. sector. They then turn to the more realistic i 

3-62. Princeton University. case where private contracts are complemen- 

tary to a compulsory public system. The analyris 
vejnar, Jan— Bargaining Power. Fear of Dis- stresses the specific properties of die demand 

agreement, and Wage Settlements: Theory ** unemployment insurance. Schweiz. Z. Volk- 

and Evidence from U.S. Industry rwirttch. Statist., Sept. 1986, 122(3). pp. 323- 

The paper develops and estimates a theoreti- ^ (French). Centre de Rccherches Economi- 

il model of wage determination and union- < * ue *' Sociokigiques et de Cestkm. France; Fa- 

onunion wage differentials. It generalizes the «**»* universitaire cathobque de Mom. B<+ 

asb-Zeuthen-Haraanyi bargaining model by R*um; University of Laval. Quebec, 
dicing the solution to die institutional concepts 

bargaining power and fear or cost of disagree- Dealrin, Simon — Labour Law and the Derebp- 

«nt and by making the outcome depend not *°g Employment Retattouship in the UK 

aly on endogenous but also on exogenous fac- The movement toward a dual system of em- 

irs. Estimates baaed on twelve companies and ployment protection in labor law and collective 
nions indicate that the bargaining outcome of- bargaining has created the conditions far a po- 
rn deviate* from the Nash-Zeutfaen-Harsanyi larixatkm of die employment structure and a 

button and that it varies significantly with ex- widening division between core and marginal 

tenous factors. Estimates from moat firms aho group* in the labor fcree. The ahaesue of teatt- 

ipport the e l c i eot labor contract rather than tattoos] protection fermargfrmi nmfam aceel- 
nrginal p rod u ctiv ity theory. Ecomo me tr te n, ended the growth in atypical and lum p ted aaa- 

spt 1966, 54(5). pp. 1065-78. Cornell Univar- fr fe ym an t even friar to the impact upon dm 
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«fa> dhows that legal evolution has been both a 
cause of, and a response to, changes in the social 
and economic structure of employment. Cam- 
bridge /, Ecou., Sept. 1888, 10(3). pp. 225- 
48. University of Cambridge. 

Jonas, S te ph en R. G. — Unemployment Insur- 
ance and Involuntary Unemployment: The 
Case of Adverse Selection 
The paper studies Hie private and public 
provision of unemployment insurance in a 
model where equilibrium unemployment re- 
sults from the use of the wage as a worker selec- 
tion device. It is shown that private provision 
will not occur, essentially because those work- 
ers most desired by a firm place least value 
oo such coverage. Respecting Hie same infor- 
mational constraints, public provision necessar- 
ily gives rise to some distortions in participation 
decisions, but nonetheless is welfare improving 
in the aggregate. /. Public Econ., Aug. 1886, 
30(3), pp. 317-28. University of British Colum- 
bia and Institute for Advanced Study, Prince- 
ton. 

Korns, Wilmer L — Federal Employees’ Re- 
tirement System Act of 1886 
This article describes the provisions of 
Hhe Federal Employees’ Retirement System 
(FERS) for employees hired after December 
31, 1963, including survivor annuities and disa- 
bility benefits. It also explains how employees 
covered under the Civil Service Retirement 
System may freeze their earned benefits under 
that program and transfer to FERS during July- 
Docerober 1987. The new system, which goes 
into effect on January 1, 1867, features a de- 
fined-benefit retirement plan to augment man- 
datory cove rage under social security. It giso 
permits FERS participants to contribute up to 
18 percent of their earnings, on a tax-deferred 
bash, to a thrift savings plan, with partial 
mstrhing by dm government. Soc. Sec. Bull., 
Nov. 1886, 48(11), pp. 5-10. Social Security 

A -** -«-« - - * 
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Wright, Km daft The Redistributive Roles of 
U n e mp fo yi eent lipu i a ito B apd the Dynamics 
of Voting 

Public a— plopsst tesaeainoB is analyzed 
as lbe mgtofty i ^ftdgiifHhrlMi policy of a 


dynamic stochastic economy. Abstracting fro 
incentive effects, the author focuses on redisti 
button. Some results are; because of the dish 
button of heterogeneous employment opport 
nities, public insurance may be democratka 
chosen even if complete private markets exit 
Because of the dynamics, even when agen 
are intrinsically homogeneous the oquilibriur 
benefit level (or duration-benefit schedule) 
viates from what has been described as optim 
in the literature. The effects of differences 
the average frequency or duration of unemplo 
men t on equilibrium taxes and benefits are ' 
vesti gated, with some unanticipated results... 
Public Econ., Dec. 1986, 31(3). pp. 3 
Cornell University. 

823 Labor Mobility! National and International 
Migration 

Boijas, George J. — The Self-Employment E 
perience of Immigrants 
Self-employment is an important aspect 
the immigrant experience in the labor marke 
Self-employment rates from immigrants e 
ceeds 15 percent for some national group 
Using the 1970 and 1980 U.S. Censuses, t 
analysis shows that self-employment rates 
immigrants exceed those of native-born me 
that there is a strong, positive impact of assim 
lation on self-employment rates; that more n 
cent waves of immigrants are opting with ii 
creasing frequency for the sclf-employmei 
option; and that part of the immigrunt/nativ 
born differential in »elf-e m ploy me n t rates c* 
be attributed to "enclave” effects. J. Hume 
Rea., Fall 1966, 21(4), pp. 485-506. Universi: 
of California, Santa Barbara. 

Goss, Erast P. and Paul, Chris — Age and Woi 
Experience in the Decision to Migrate 
This study concludes that past migration rt 
search studies, by foiling to control for yen 
of work experience, have computed a coeficiei 
for the age variable that is the summation < 
two oppositely signed factors. While age ii 
creases the psychic cost of moving and 
creases the length of the accrual period for bei 
efits, thus inhibiting g eograp hi c mobility, a 
also increases the general skiH lave! thas stow 
faring geographic mobility. By can trolling ft 
years of experience, this study more accurate 
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Mature* the impact of age on the migration 
ecition and introduces a modification to the 
tandard human capital model as presented in 
ligration literature. J. Human Res,, Summer 
086, 21(3), pp. 397-406. University of Ala- 
ama. 

folho, Ian — -Theories of Migration: A Review 
This paper sets out to review developments 
the theory of labor migration. Key themes 
entified in the analysis relate to imperfect in- 
irmatton and search, contracted versus specu- 
ttive migration, the treatment of space and 
'stance deterrence, the impact of demand side 
ocesses on the choice set faced by individuals, 
ie interaction between preferences and con- 
xaints on the supply side, underlying motiva- 
ons for movement, temporal dimensions, and 
oblems in aggregation. With these themes 
mind, the development of migration theory 
traced from early classical perspectives 
rough to the Harris-Todaro model, the hu- 
ran capital approach, stress models, random 
tility perspectives, and search theory. Scot. 
Polit. Econ., Nov. 1986. 33(4), pp. 396-419. 
'niverstty of Newcastle upon Tyne. 

M Labor Market Studies, Wages, Employment 

undersea, P. S. — Keynesian and Classical Un- 
employment: Evidence from the Current Cy- 
cle 

The paper attempts to explain the different la- 
or market trends in North America and Eu- 
ope. Using a model that integrates labor de- 
mand with the process of inflation, empirical 
s ti mates are made for the United States, West 
Germany, the United Kingdom and Belgium, 
he main conclusions are that in all four coun- 
ties the recent changes in employment and 
nempkiyment have mainly been the result of 
»l output develop m ents. However, real 
'ages have had a more unfavorable el ect on 
mployment and unemployment in Europe 
urn in the United States. Moreover, the scope 
x a sustainable redaction of unemployment 
die three E ur ope an countries is halted by 
dgh ted wages and/or a pracychcal real wage 
•havior. Eastern Earn, /., july-Sept. 1986, 
3(3). pp. 223-36. Bank of i nternati o n al 9 — le 


Barrow, Jelm ML and f orwanatedn, Mark Al — 

On Im p erfect Evaluation and Earning Differ- 
entials 

This paper Inv e stigat e s die re la tio nsh ip 
between the technology for evaluating per- 
formance and optimal co n trac t choice. Spe- 
cifically, the paper examines the different 
compensation packages that arise when occupa- 
tions differ in evaluation technology, workers 
are risk averse, work effort is endogenous, and 
there exists asymetric information. In occupa- 
tions in which it is less difficult to measure out- 
put, it is shown that compensation is more 
closely tied to output; die implications for work 
effort, the sorting of workers by ability, and 
average compensation are developed. Analysis' 
of a new data set confirms the authors’ predic- 
tions concerning earning differentials and wage 
growth. Econ. Inquiry. Oct. 1986, 24(4), pp. 
596-614. Purdue University; Virginia Polytech- 
nic Institute and State University. 

Flaiaa, Pan! O. — Work Schedules of Ameri- 
cans: An Overview of New Findings 
This article represents an introduction to eight 
articles in the Review that discuss in detail, 
on a topic-by-topic basis, the time Americ a ns 
spend working. The new information, not pre- 
viously studied at the national level, was col- 
lected in May 1985 through a special supple- 
ment to the Current Population Survey. Data 
are provided on such topics as multiple jobhold- 
ers, Saturday work and Sunday work, work out- 
side typical daylight hours — usually in the eve- 
ning, home-based work of at least eight hours 
a week, flexitime, preference for longer work 
weeks (and thus, more money) versus shorter 
work hours (and reduced earnings), and tempo- 
rary help workers. Mon. Lab. Rev., Nov. 1966. 
100(11), pp. 3-6. Bureau of Labor Statistics. 

Hm, Chr is topher ). — Ec o n om e tric Analysis 
of C PS-Type Une mp loyment Data 
Analysts studying the unemployment experi- 
ences of population members often have accem 
oata collected iron a sam ps e os mmvmoms 
that contain the length of the ongoing apeii 
of unemployment for sample members cur- 
rently unemployed. No Infor m atio n regunBug 
the Inphi of gpiUg e ui pfeymset spefe It 
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nation oury be utilized Mi the estimation of pi- 
nuneters of alternating renewal process models 
of labor market attachment, in the presence 
. of both observed and unobserved population 
heterogeneity. A number of models are pre- 
sented, ami estimation is carried out using a 
CPS-type data set from Italy. J. Human Res., 
Fall 1886, 11(4), pp. 456-84. University of Wis- 
consin. Madison. 

Heckman, James J. and Hotz, V. Joseph — An 
Investigation of the Labor Market Earnings 
of Panamanian Males: Evaluating the Sources 
of Inequality 

This papei presents empirical evidence on the 
determinants of labor market earnings and in- 
equality for males in Panama. Using newly avail- 
able microdata, it estimates earnings equations 
based on Jacob Mincer's measurement frame- 
work and compares them with those for other 
countries at various stages of economic develop- 
ment. It presents evidence on two aspects of 
inequality in less-developed economies: labor 
market segmentation and social stratification. 
It presents tests of the segmentation hypothe- 
sis, including several of the dual labor market 
hypotheses, and discusses their inherent ambi- 
guity. It also presents evidence on the impor- 
tance of family background for earnings deter- 
mination and educational attainment. J. Human 
Res., Fall 1066, 21(4), pp. 507-42. University 
of Chicago. 

Horvath, Francis W. — Work at Home: New 
Findings from the Current Population Survey 
In May 1965, the Bureau of Labor Statistics 
made its first attempt to determine the size of 
the home-base work force. “Work at home” is 
defined as only that which is done as part, or 
as ni extension, of one's primary job. While 
more than an estimated eighteen million people 
responded a ffir mat i vely to the question regard- 
ing work st home, almost half of them worked 
at home for. leas than eight hours a week. An- 
other 770.008 were for mer s or farm laborers. 
He rrwwMider. nearly 8.4 naifton persons, bad 
worked at home for eigfrtfroen or more in the 
lefosnnoe week. They asethe focus of this arti- 
cjfo’s analysis. Men. Lab. Ho.. Nov. 1966. 
iOfiaa pp. 31-35. Bureotref Labor Statis- 


Loved, M i chae l C. — A Quick Fix for the Unem- 
ployment Estimate 

The seasonally adjusted unemployment esti- 
mates released on the first Friday of each month 
are shown to be subject to substantia! revision 
error. This paper finds that a “rational expecta- 
tions” approach to the problem provides r 
“Quick Fix” strategy that reduces the size (4 
revision errors and smooths out much of the 
bogus bounce in the estimated month-to-month 
change in the unemployment estimates. A con- 
siderable gain in accuracy can be achieved by 
reducing the initially reported change in the 
seasonally adjusted unemployment rate by t 
factor of one-third. Brookings Pap. Econ. Act., 
1986, (2), pp. 520-32. Wesleyan University. 

Moulton, Brent R. — Human Capital Accumula- 
tion and Trends in the Male-Feinale Wage 
Cap in the United States, 1956-1983 
This paper considers the importance of com- 
ponents of human capital, i.e., education, expe- 
rience, and on-the-job training, to explaining 
changes over time in the male-foinale wage gap 
in the United States. Special emphasis is given 
to measuring actual lalmr market experience 
of the female work forte. A new relative quality 
index is created and its changes over time are 
found to he closely related to changes in relative 
wages over this period. Eastern Econ. J., july- 
Sept. 1966. 12(3), pp. 265-71. U.S. Bureau of 
Labor Statistics. 

Peck, Merton J. — Is japan Really a Share Econ- 
omy? 

Martin Weitzman claims that Japan is a "liv- 
ing laboratory” for the share economy. This pa- 
per examines that proposition and concludes 
that Japanese bonuses are better interpreted 
as disguised wage payments than as profit 
shares. Other institutional features of the Japa- 
nese lalior market provide more likely explana- 
tions of that economy’s performance. J. Corn- 
par. Econ.. Dec. 1986, 10(4), pp. 427-32. Yak 
University. 

Pom, Susan and Woodbury, St ep h an A. — Pen- 
sions, Social Security, and Asset Accumula- 
tion 

la this paper, the authors use a sample of 
households from the 1983 Survey of Consumer 
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Finance* to examine the influence* of private 
pen* ion* and Social Security on two variable*: 
the age of planned retirement and non retire- 
ment asset holdings. The results are consistent 
with the idea that increased private pension 
wealth induces both earlier planned retirement 
and greater non retirement asset holdings (pre- 
sumably to finance the anticipated longer re- 
tirement period). Further, the findings suggest 
that greater Social Security wealth may induce 
slightly earlier planned retirement, but has lit- 
tle influence on nonretirement asset accumula- 
tion. Eastern Earn. J., July-Sept. 1986, 12(3), 
pp. 273-81. Western Michigan University; 
Michigan State University. 

Sickles, Robin C. and Taubsnan, Paul — An 

Analysis of the Health and Retirement Status 

of the Elderly 

This study uses five biennial panels of males 
in the Retirement History Survey to estimate 
a model of self-assessed health status and retire- 
ment status. Both are categorical dependent 
variables, which may be jointly determined. 
Heterogeneity among different individuals is 
controlled for using random effects. The authors 
outline Gaussian quadrature formulae to calcu- 
late and individual's contribution to the likeli- 
hood (unction, which involves ten-wav integra- 
tion of the normal density function. The results 
indicate that there is a trade-off between Social 
Security benefits and wages, and that there is 
a sharp decline in retirement before age sixty- 
two, the earliest date nondisabled men are eligi- 
ble for benefits, suggesting substantial imper- 
fections in capital markets. Econometrica . Nov. 
1986, 54(6). PP 1330-56. Rice University; 
University of Pennsylvania. 

Simpson, Wayne — Analysis of Part-Time Pay 

in Canada 

This paper analyses the differences betw ee n 
part-time and full-time wages in Canada using 
the 1961 Survey of Work History. Since part- 
time and full-time workers are distinguished 
by boon worked, mid since hours worked and 
wages sn interdependent selecti vity bias oc- 
curs if ordinary least squares regression is oaed. 
K m o di ficati o n of Heckman's p roced ure , to ec* 
count for the fact that part-time boor* a so don 
uMi wti ao, ts nt 0 a «o correct can pfowm. 


The results indicate that, adjusting for differ- 
ences in characteristics, the wage di ff erenti al 
between part-time and full-time workers is 10 
percent, or one-third the unadjusted differen- 
tial. Results vary somewhat by sex and marital 
status. Can. J. Earn., Nov. 1986, 19(4). pp. 
796-607. University of Manitoba, Winnipeg. 

Stinson, John F., Jr. — Moonlighting by 
Women Jumped to Record Highs 
New information collected in May 1965 
through a special supplement to the Current 
Population Survey reveals a particularly sharp 
increase in the number of women with two 
jobs — by almost 40 percent between 1960 and 
1965. This is another sign of the growing 
strength of their ties to the job market. Nearly 
5 percent of working women are now multiple 
jobholders. The rate for men continued to hold 
steady at 5.9 percent. Data are presented by 
reasons for moonlighting, demographic charac- 
teristics, industry, hours of work, and earnings. 
Also provided are data from May 1970 to May 
1965 for selected characteristics of multiple job- 
holders. Mon Lah Her., Nov. 1966. 109(11). 
pp. 22-25. Bureau of Labor Statistics. 

Stoberaack, Michael — Umfang und Strulctur 
der stiffen Reserve auf dem Arbeftsmarkt. 
Fine Schitzung auf der Grundlage des Soxio- 
okooomiseben Panels (Size and Structure of 
Hidden Unemployment in the Federal Re- 
public of Germany ) 

Due to the phenomenon of hidden unemploy- 
ment, the validity of the German rate of unem- 
ployment as indicator for the imbalance of the 
labor market is limited. There are two possible 
solutions for calculation of hidden unemploy- 
ment: modeling and survey. An example of each 
method is analyzed. Seve n tee n different esti- 
mates of hidden unemployment are resumed. 
The author's esti ma te is based an a representa- 
tive survey, c ar rie d out in 1964 with 5.989 
households tnd udfcag 12,358 persons. Hidden 
unemployment has been quantified as at least 
760.900 in 1964. The structure shows that hid- 
den unemployment is mostly formed of woman, 
young people, and chronically uamp fa ye A. 
‘JbitfMb nspelMk. 1986, 3*4), pp. 196-217 
(CttNtfW, TVdutfcai Unfcenfty. Rerihs. 
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WllnM, Ocaild R. «wd Register, Charles Pass capacity utilisation effect. This decomposi- 
tion can be carried out using prices and quanti- 


fea g tanal Variations in Earnings and the 
Gender Composition of Employment: Is 
' “Women's Work” Undervalued? 

In this study the authors attempt to determine 
whether die work of females is "undervalued" 
or “few valued,” by testing the hypothesis that 
earnings in an occupation are related to the 
gender composition of employment in the occu- 
pation. The authors examine earnings variations 
within given occupations (across regions) so that 
•cross -occupation variations in the value of out- 
put can be controlled. The results, using aggre- 
gate data from the 1980 census for a cross sec- 
tion of fifty Standard Metropolitan Statistical 
Area’s (SMSAs) support the hypothesis that 
women’s work is undervalued in at least four 
of the eight occupations studied. J. Earn. Is- 
sues, Dec. 1986, 30(4), pp. ) 121-34. Kent State 
University. 

8SS Productivity Studies: Labor, Capital, and 
Total Factor 

Barbera, Anthony J. and McConnell, Virginia 
O. — Effects of Pollution Control on Industry 
Productivity: A Factor Demand Approach 
Four major manufacturing industries are ex- 
amined. The abatement effect on capital and 
labor productivity is determined from parame- 
ters of a system of factor demand equations that 
allow for disequilibrium in factor markets. Hie 
system is estimated for each industry with an- 
nual time series data from 1960 to 1980. Abate- 
ment requirements were found to retard both 
average capital productivity and average labor 
productivity in three of die four industries: pa- 
per, chemicals, and primary metals. For several 
industries in which factor productivity was 
slower after 1973, environmental controls ac- 
counted for a significant proportion of that slow 
down .J, lad. Econ . . Dec. 1966, 35(2), pp. 161- 
72. University of Maryland, College Park; 
University of Maryland, Baltimore. 

Hokes, Charles R, — Productivity Change, Ca- 
pacity Utilization, and the Sources of , Effi- 
ciency Growth 

the main result of die paper is that the 
growth rate of resd jhort-run average cost can 
he decomposed laffiKirn terms: dm growth rate 
of multi footer jflBctivity end the Bemdt- 


ties alone without resorting to the econometric 
estimation of the parameters of the production 
function. A second result explores the relation- 
ship between the true multi-factor productivity 
residual, real short-run unitoost, and the “false” 
multi-factor productivity residual obtained by 
erroneously assuming that all factors are folly 
flexible. It is shown that the growth rate of 
real short-run average cost equals the growth 
rate of the false residual, and that the false and 
true residuals differ by the Bemdt-F us* capac- 
ity utilization effect. J . Econometrics, Oct./Nov. 
1986, 33(1/2), pp. 31-50. National Bureau- *f 
Economic Research and University of Mary- 
land. 

Mark, Jerome A. — Problems Encountered In 
Measuring Single- and Multifactor Productiv- 
ity 

This article discusses some of the problems 
the Bureau of Labor Statistics has encountered 
in developing productivity measures and ex- 
plains the approaches taken to solve them. De- 
spite recent progress, it is clear that inade- 
quacies remain in the data available for 
measurement of both labor and multi&ctor 
productivity. In addition, multifactor pro- 
ductivity measurement presents challenging 
problems of shaping sometimes imperfect data 
into empirical measures that take advantage of 
recent theoretical advances. While they are 
useful for understanding factors affecting the 
traditional productivity movements, and many 
such measures have been developed, it is im- 
portant to recognize that they do not have the 
same degree of precision that the labor pro- 
ductivity measures have. Mon. Lab. Rev., Dec. 
1986, 109(12), pp. 3-11. Bureau of Labor Statis- 
tics. 

Neef, Arthur — International Trends in Pro- 
ductivity and Unit Labor Costs in Manufactur- 
ing 

This article examines comparative annual av- 
erage percent changes fn manufacturing labor 
productivity and labor costs through 1965 in 
the United States and eleven other industrial 
n atfe ns , The comparisons are United to trend 
meas ur es only; reliable level comparisons of 
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manufacturing productivity and unit labor costs 
are not available, The measures for 1965 are 
preliminary. Data for other yean are also sub- 
ject to some revision. The article also provides 
comparisons of changes in U.S. manufacturing 
productivity and labor coats relative to a trade- 
weighted average of the eleven other countries. 
The weights used to combine the other eleven 
countries indexes into an average “competitors" 
index reflect the relative importance of each 
country as a manufacturing trade competitor 
as of 1980. Mon. Lab. Ret., Dec. 1966, 100(12), 
pp. 12-17. Bureau of Labor Statistics. 

839 Tasoa Unions* Collective Bargaining* 
Labor-Management Relations 

831 Trade Unions 

Eberts, Randall W. and Stone, Joe A. — 
Teacher Unions and die Cost of Public Edu- 
cation 

Do teacher unions affect the cost of public edu- 
cation? Based upon data from two national sur- 
veys, and holding measures of educational out- 
put and other factors constant, the authors of 
this paper find that teacher unions raise costs 
by 7 to 15 percent. The estimated differential 
is not reduced by treating unionization as en- 
dogenous, by distinguishing between large and 
small districts, or by distinguishing between 
districts in large and small cities. The union 
effect on cost works through teacher compensa- 
tion, production technology, and fector use, and 
is borne primarily by taxpayers, with little or 
no effect on average student achievement. 
Earn. Inquiry. Oct. 1966, 24(A), pp. 631-43. 
University of Oregon. 

White, Michael D. — Self-interest Redistribu- 
tion and the National Football League Play- 
ers Association 

The NFL Players Association’s decision to seek 
increased collective determination of player 
compensation through a salary schedule in 1962 
is explained in this study as being motivated 
by self-interest redistribution. Probit and multi- 
ple regression analysis are used to test whether 
the redistribution is consistent with median 
votwr wbtoww i reowm ai n cm, im redact m- 
dicate substantial redistribution ia favor of the 
m e dian voter with reaped to eapari pn on The 
Players Association's actions, which have been 


Lau/ 

criticized as being against the players’ interests, 
appear consistent with the interests of a major- 
ity of the players. Eton. Inquiry, Oct. 1966, 
24(4), pp. 669-69. St. Cloud State University. 
Minnesota. 

S3S CoBactiva Birgilalag 
Tracy, J o s ep h — Unions and the Share Econ- 
omy - 

This paper contrasts share bargaining and 
wage bargaining in the context of a “monopoly" 
model of union bargaining. In the example con- 
sidered here, employment levels are identical 
under wage and share systems, but total com- 
pensation is higher under share bargaining than 
under wage bargaining, underscoring the im-' 
portance of die broader context within which 
a share system is introduced. ]- Compar. Earn., 
Dec. 1966, 10(4), pp. 433-07. Yale University. 

833 Lahoe-Manayaarat Betafaaa 
FitzRoy, Fdix R. and Kraft, Koradma— Prof- 
itability and Profit-Sharing 
Claims that profit-sharing is a purely distribu- 
tive "wealth confiscation scheme” without in- 
centive effects (due to free-rider problems) are 
hased on neglect of cooperation and interaction 
in the workforce. When tbese activities are diffi- 
cult to monitor directly, group incentives such 
as profit-sharing can increase efficiency and 
maintain a superior Nash equilibrium with 
strictly individual optimization. With simulta- 
neous WLS-Tobit estimates the authors find 
here strong effects of profit-sharing and worker 
ownership shares on residual owners* return 
on capital in medium-sized metal working firms 
in West Germany, complementing earlier re- 
sults on productivity. /. Ind. Earn., Dec. 1966, 
35(2), pp. 113-30. International Institute of 
Management, Berlin. 

MB DsMOcaarmc Economics 
Ml Pa aw graphic Frau amirs 
Cigno, Alessandro Fertility and the Tax-Ben- 
efit System: A Reconside ra tion of the Theory 
of Family Taxation 

This paper examines the implications of era- 
a ogBtvxn ternary iprara comeoi ow pbt 
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freantfceseobttined under the opposite as- 
resnptioa and from popular bcffaf Inpartioular, 
ft * shown that, If fertility is endogenous, a 
ttie in A* rate of child benefit* would reduce 
Ac UBOvst of resources (including parental 
Uma) spent on each child and, furthermore, 
that higher chfld benefit * are not, in general, 
optimally asso ci a t ed with greater social prefer' 
•nee far eqaabty. Similar result* apply to the 
taxation of earning* and bequests. Earn. /., 
Dee. 1966, 96(384), pp. 1035-51. University 
of HuH, England. 

Grossbard-Shechtman, Amyra— Economic Be- 
havior, Marriage and Fertility: Two Lessons 
from Polygyny 

This paper derives and estimates an index of 
tihe relative importance of children in marriage 
by comparing the effect of husband** income 
on die actual number of wives in the household 
with the demand for wives derived from the 
number of children in the household. More- 


T&, mostoommomy uw 
resume devehyment-^^ ^ ^ 
the different levels of schooling— suffers »»« 
a number of defect*, and tbeautfaors ***** 
a more accurate indicator U the education^ at- 
tainment of the labor force. Relevant data have 
been collected for nearly 100 countries and are 
summarized into regional indices. Statistic* on 
the mean years of schooling embodied In tbe 
labor force show significant difference* in tbe 
human capital stock between world regions, as 
well as between countries within a given region. 
Such differences could be used to explain varia- 
tions in economic growth patterns, or to assess 
relative priorities in educational investment. 
Int. Lab. Rev., Sept.-Oct. 1986, 225(5), pp. 

■ mi w j a * * 1.1 n I. 
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over, die paper presents die monogamy bias 
as a possible explanation for often observed low- 
er negative-income effects on fertility. J. Earn. 
Behan. Organ., Dec. 1966, 7(4), pp. 415-24. 
San Diego State University and Bar-llan Uni- 
versity, Ramat-Gan, Israel. 

Lassftiffle, Gerard — L’influence dis £v£ne- 
meats fiunibaux dans la formation des re- 
venus (Tbe Effect of Family Events on Earn- 
ing*) 

By decomposing the professional experience 
of males and females as a function of major fam- 
ily events, an attempt is made to relate the 
advantage of marital union to the education 
level of the individual. Hie chosen approach 
analyzes as well the role of fecundity, doing 
so by isolating tbe effect of spacing of births 
and age at the first bom on the salary profile. 
Ann. Eton. Statist., Apr./June 1986, (2), pp. 
101-16 (French). InstftUt de Recherche stir 
nSoonomie de ^Education. 


910 Wnnu, Health, and Education 
911 General Welfare Programs 

Wolf, Douglas and Greenberg, David — The 
Dynamics of Welfare Fraud: An Econometric 
Duration Model in Discrete Time 
An important source of errors in transfer pay- 
ments programs is the fraudulent misreporting 
of earnings received by recipients. A model is 
proposed of the recipient’s derision to report 
income and the expected penalties if caught 
engaging in fraud. The paper discusses several 
features of the detection and penalty structures 
in tbe AFDC and Food Stamps programs and 
estimates a model of the duration of fraudulent 
earnings-misreporting episodes. It finds dial re- 
cipients respond to increases in die returns to 
fraud by lengthening their episodes of misre- 
porting. However, the level of fraudulent activ- 
ity at any given time is rather low. J. Human 
Res., Fall 1966, 22(4), pp. 437-55. International 
Institute for Applied Systems Analysis; Univer- 
sity of Maryland. 


09 Human Cat*tau Value or Human bn 

Hamms Copfcak Vafaepf Hmhm Ufa 

mhwHw> George mad A rri ege de, Am 
Marta Use Educational Competition of the 
labour fleece; An international Comp a rison 


Oil Economies «f Education 

Bsnona Thomas Baldwin Planning Educa- 
tion for Ecooomic Pragmas: Distinguishing 
Occupational Demands from Technological 
roiiiOwtiW 
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Given rapid evolution of technology, this es- 
say argues that educational planners can pro- 
mote economic progress better by providing 
universally the skills necessary to master tbe 
best technology than by meeting demands of 
existing or predicted occupational structures. 
It shows how recent commissions — the Faideia 
Croup, tbe National Commission on Excellence 
in Education, the Task Force on Education for 
Economic Growth, and the Committee for Eco- 
nomic Development — and two economists — 
Philip Foster and Mare Blaug— ignore or mis- 
understand die principle of technological deter- 
mination, and how the Morrill Act of 1862 and 
the Cl Bill of 1944 successfully conformed to 
that principle. J. Econ. Issues, Dec. 1986, 20(4), 
pp. 1053-65. Western State College, Gunni- 
son, Colorado. 

013 Economic! of Health (including medical 
subsidy programs) 

Dewees, Donald N. and Daniels, Ronald J. — 
The Cost of Protecting Occupational Health: 
The Asbestos Case 

This paper estimates the cost of reducing the 
mortality risk from asbestos exposure. The au- 
thors use a dose-response model to predict can- 
cer-related fatalities caused by exposure to as- 
bestos. They then estimate die cost of 
controlling these exposures in the workplace 
and calculate the cost per life saved at different 
exposure levels. It is argued that current gov- 
ernment regulation in the United States and 
Canada controlling the amount of asbestos to 
which a worker may be exposed yields a cost 
per life saved for in excess of the costs for occu- 
pational accidents. /. Human Res., Summer 
1986, 21(3), pp. 381-96. University of Toronto. 

Ellis, Randall P. and McGuire, Thomas G. — 
Cost Sharing and Patterns of Mental Health 
Care Utilization 

Deductibles and coverage ceilings are com- 
mon features of health insurance. This paper 
proposes and tests a new method for estimating 
die impact of these health coverage features 
on demand when total demand during arparticu- 
fer pariod is not known with certainty at the 
beginning of the period. The authors use ex- 
pected end-of-year price as a proxy for thesro- 
don of "effective price" first suggested by — 


Keeler et *L in a two-stags estim a tion proce- 
dure. Applying the method to the de mand for 
ceiling yields estimated demand responses sim- 
ilar to those obtained by other researchers. J. 
Human Res. , Summer 1966, 21(3), pp. 356-79. 
Boston University sod Health Data Institute. 

Effis, Randal P. and McGuire, Thomas C. — 
Provider Behavior under Prospective Reim- 
bursement: Cost Sharing and Supply 
Prospective payment systems for health care 
constitute cost sharing on the margin for pro- 
viders. A model of supply is developed showing 
that if physicians undervalue benefits to pa- 
tients relative to hospital profits, prospective 
payment leads to too few services being pro- 
vided. A “cost-based" system generally leads 
to an oversupply. The optimal payment system 
is derived in which the degree of supply-aide 
cost sharing is considered a policy instrument. 
In most circumstances, the optimal payment 
system combines elements of both prospective 
and cost-based payment. This "mixed system" 
is shown to have desirable incentive and risk- 
reduction features. J. Health Econ. , June 1666. 
5(2), pp. 129-51. Boston University. 

Feldman, Roger and Dowd, Bryan — Is There 
a Competitive Market for Hospital Services? 
This paper estimates the price elasticity of 
payer-specific hospital demand curves. Each 
hospital is assumed to price discriminate among 
patients covered by various payers. Two meth- 
ods are used. First, a pricing rule is derived 
from which payer-specific price elasticities may 
be inferred. Using data from thirty-one hospi- 
tals in Minneapolis in 1661, this method shows 
that hospitals had monopoly power in their mar- 
kets for several private health insurance plans. 
These results are confirmed and extended to 
Medicare patients by a second method, which 
examines die distribution of each payer's admis- 
sions to determine ifiow-priced hospitals attract 
more patients. /. Health Earn.. Sept. 1966, 
5(3), pp. 277-82. University of Mi nne sot a , 

Frank, Richard G. and Lave, jwdkh R. — The 
Effect of Benefit Design on the Length «f 
Stay of Medicaid Psychiatric Patients 
i no jNpvr wimwci aw nesm iMcaag -mm 
ifcfcy of Mtodbcafcs puyvAiiftvfc' yMtaWts 
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with* model of supply re s pon s e s to different 
petient, environmental, end regulatory charac- 
teristics. The results indicate that providers re- 
spond to limitations in both coverage and reim- 
bursement. Treatment of psychiatric patients 
is found to respond strongly to financial incen- 
tives, suggesting that in any study of the length 
of stay of psychiatric patients, the structure of 
their insurance coverage must be considered. 
This finding nukes it difficult to infer medically 
appropriate patterns of care from observed 
length -of-stay data. J. Human Rea., Summer 
1966, 21(3), pp. 321-37. Johns Hopkins Univer- 
sity; University of Pittsburgh. 

Grannemann, Thomas W.; Brown, Randall S. 
and Pauly, Mark V. — Estimating Hospital 
Costs: A Multiple-Output Analysts 
This study explores a new approach to esti- 
mating the cost of inpatient and outpatient ser- 
vices provided by hospitals. Data from a nation- 
wide survey of nonfcderal, short-term U.S. 
hospitals are used to make cost estimates based 
on a multiple-output cost function. The results 
provide information on the structure of hospital 
costs, and indude estimates of the marginal and 
average incremental cost of outpatient care. Be- 
cause of the innovative specification of the cost 
function, the study is of interest for its method- 
ology as well as empirical results. J. Health 
Econ., June 1966, 3(2), pp. 107-27. Mathema- 
tics Policy Research, Inc., Princeton; Mathe- 
matics Policy Research, Inc., Princeton; Uni- 
versity of Pennsylvania. 

Jeans, Cafl A. and Morrisey, Michael A, — 
Medical Staff Specialty Mix and Hospital Pro- 
duction 

The authors analyse the role of medical staff 
characteristics in determining aspects of hospi- 
tal output Using flexible functional form pro- 
duction fimttions, and adjusting for case mix, 
the output contribution of physicians and other 
inputs, and the Influence that physfcians in dtf- 

fcrent s pe cisl i tte* have do the productivity of 
other p h ysi ci an s as well as on other inputs are 
examined. Hupiffe' input substi t u tion possi- 
NH ti ra a rc also ama i n rd and the estimator are 
■V 1 1 ayrad to Aoaetibfotoed hy other research- 
era. hub found thafr p h ff ti iinn s are m Mgwrtimt ■ 
inpsftjbpvteg niMtoMW* effects and eooclude 


that they should not be ignored in empirical 
cost and production function studies for hospi- 
tals. /. Health Earn.. Sept 1966, 5(3), pp. 253- 
76. Hospital Research and Educational Trust, 
Chicago; University of Alabama. 

Long, Stephen H.; Settle, Russell F. and 
Stuart, Bruce C. — Reimbursement and Ac- 
cess to Physicians’ Services under Medicaid 
Several recent studies have shown that physi- 
cian participation in state Medicaid programs 
is directly related to the generosity of their 
reimbursement levels. The implication is that 
when states reduce fees, Medicaid eligible* suf- 
fer because their access to physicians' services 
is thereby limited. The results presented in this 
paper do not support this implication. Multi- 
variate analyses of utilization and site-of-visit 
patterns among noneklerly Medicaid eligibles 
indicate that stringent physician reimburse- 
ment practices do not impede access to ambula- 
tory care when all sites at which a doctor may 
he seen are considered. The policy implications 
of this finding are discussed. J. Health Econ . , 
Sept. 1966, 5(3), pp. 235-51. Congressional 
Budget Office, Washington, D.C.; University 
of Delaware, Newark; Pennsylvania State Uni- 
versity. 

Manning, Willard G., Jr. and Wells, Kenneth 
B. — Preliminary Results of a Controlled Trial 
of the Effect of a Prepaid Group Practice on 
the Outpatient Use of Mental Health Ser- 
vices 

Using data from the Rand Health Insurance 
Study, which randomly assigned families into 
a prepaid group practice and a fee-for- service 
insurance plan, this study finds different pat- 
terns of outpatient mental health care for the 
two groups. In the slisence of cost sharing, fee- 
for-service participants are as likely as PGP par- 
ticipants to visit formally trained mental health 
specialists, but with 2.6 times greater imputed 
expenditures. Thus, fee for sendee provides 
more intensive therapy. Because participants 
are random samples of the same population, 
these differences result from institutional differ- 
ences (and patient incentives for cost sharing) 
rather Hum advene selection. J. Human 
Summer 1966. 21(3), pp. 293-320. Hie Rand 
Corporation. 
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Scbub, Tbomaa — Bestiramungsfaktoren der 
Kosten efiies Allgemeinspi tab (Determinants 
of General Hospital Costs) 

In this paper a cost function for general hospi- 
tals in Switzerland it estimated. The results in- 
dicate that both increasing the bed occupation 
rate and reducing average length of stay reduces 
hospital costs per case. No influence is found 
for hospital size, however. The number of medi- 
cal specialities increases costs per case. Finally, 
costs per case are also influenced by the way 
in which the medical staff is organized. The 
study indicates that the data base has to be 
improved if policy relevant conclusions should 
be drawn from such analyses. In particular, 
mote complete information on the case mix of 
the patients is needed. Schweiz. Z. Volks- 
wirtsch. Statist., Dec. 1986, 122(4), pp. 641- 
56 (German). University of Basel, Switzer- 
land. 

Sche filer, Richard M. and Watts, Carolyn A. — 
Determinants of Inpatient Mental Health 
Use in a Heavily Insured Population 
This paper estimates a model of the demand 
for hospital inpatient mental health services us- 
ing data on enrollees in the Blue Cross/Blue 
Shield Association Federal Health Benefits Plan 
1979-81. The econometric analysis focuses on 
the impact of increased copayments and de- 
ductibles in the high-option plan. The results 
provide evidence that increases in outpatient 
copayments and deductibles reduce the utiliza- 
tion of l»th inpatient and outpatient mental 
health services. Of interest is the negative in- 
come elasticity of demand for hospital inpatient 
services and positive association between the 
relative availability of mental health providers 
and the demand for mental health care. J. Hu- 
man Res., Summer 1966, 21(3), pp. 338-58. 
University of California, Berkeley, University 
of Washington. 

Schoenatan, Julia A. and 81— , Frank A. — 
Why Have Surgeons Moved to the Country? 
Recent em p irical work on the q u estio n of 
physician location has focused on population 
« a location determinant. Standard economic 
thoory mgp as t s that determ inan ts a( par capita 
demand and amenity levels would also play.a 
role, ffcli t» tatted ating * amkhrariate prohd 


estimator where the dependent variable indi- 
cates presence of a surgeon 'and a migration 
model where the annual net change in the 
“young" surgeon-to-population ratio is die de- 
pendent variable. Population positively influ- 
ence! the probability that the county has a sur- 
geon and net immigration as in past work, but 
the authors find few systematic influences for 
demand and amenity variables. Quart. Rev. 
Earn. Bus., Autumn 1986, 26(3), pp. 25-47. 
Center for Health Affairs, Project HOPE; Van- 
derbilt University. 

Sloan, Frank A., et al. — Diffusion of Surgical 
Technology; An Exploratory Study 
Hie study presents an empirical analysis of 
the diffusion patterns of five surgical proce- 
dures. Roles of payer mix. regulatory policies, 
physician diffusion, competition among hospi- 
tals. hospital size, and spread of technologies 
are examined. The principal data base is a time- 
series crass section of 521 hospitals. Innovation 
is more likely to occur in markets where payers 
are relatively generous, hut marginal effects of 
payer policies are small compared to effects of 
other variables. Hospital rate-setting some- 
times retarded diffusion. Certificate of need 
programs did not. Coauthors- arc Joseph Val- 
vona. James M. Perrin, and Killard W. Ada- 
mache. J. Health Earn., Mar. 1966, 5(1). pp. 
31-61. Vanderbilt University. 

Stoddart, Greg L-, et aL — -Tobacco Taxes and 
Health Care Costs: Do Canadian Smokers 
Pay Their Way? 

Through their health core utilization, smok- 
ers are generally perceived to he imposing a 
financial externality on nonsmofcrrs within 
health insurance systems. To investigate the 
empirical basis for this view, the authors esti- 
mated pubbdy financed health care expendi- 
ture attributable to smoking for the C an adfam 
province of Ontario, and compared it to tobacco 
taxes paid by Ontario smokers. Both initial esti- 
mates and the results of sensitivity analyses per- 
formed on key assump tio ns and p— l of 
the estimation aaithnrlnlngy wj n t ff rt the hy- 
pothesized e xis tenc e of a flnanrisi aatunuiMy 

■nprap VffUfp ■pk—— « —■■Pi wv MHPMMt 
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M*r, 1868. 5(1). pp. 83-80. McMaster Univer- 
sity. Hamilton, Ontario. 

, Torrance, Georfe W. — Measurement of 

Health State Utilities for Economic Ap- 
praisal: A Review 

This article reviews health status measure- 
ment for use in economic appraisal of health 
cm* programs, with particular emphasis on the 
measurement of health state utilities. Issues 
covered indude alternative sources of utilities, 
health state descriptions, multi-attribute utility 
approach, determination of appropriate sulv- 
jects, utility aggregation, and accuracy. Three 
measurement techniques for health state utili- 
ties are described in detail: rating scale, stan- 
dard gamble, and time trade-off. The use of 
these methods is described for both chronic 
and temporary health states and for both health 
states considered better than death as well as 
those considered worse than death. J. Health 
Earn., Mar. 1986, 5(1), pp. 1-30. McMaster 
University, Hamilton, Ontario. 

Wagstaff, Adam — The Demand for Health: 

Some New Empirical Evidence 

This paper presents some new estimates of 
the “pure investment” and "pure consumption" 
models of the demand for health. In contrast 
to previous studies, the paper presents parame- 
ter estimates of both reduced-form and struc- 
tural demand for health care equations. The 
latter are obtained by treating health capital 
as a latent variable in a recursive equation sys- 
tem. The analysis of the pure consumption 
model differs from previous analyses in its rec- 
ognition of the dependency of the shadow price 
of initial assets on the entire lifetime profiles 
of the model's exogenous variables. /. Health 
Econ., Sept. 1988, 5(3), pp. 195-233. Univer- 
sity of York. 

Z waif a l, Putter— -Die Kosten-Versicherungs- 
Spirale im s chw eteeri scben Gesundheit- 
swescn (The Cost-Insurance Spiral in the 
SwfaaHeajth Care Sector) 

B egin nin g in the mid-1980s, the cost of health 
care has been increasing rapidly in Switzerland. 
At the mbm time, there has been * marked 
exp a n si on of supplementary faeahh Insu r an ce 
granting access to the (serai) private wards of 


hospitals. This contribution asks the question 
whether the parallel development is to be inter- 
preted as a cost-insurance spiral, of the type 
described by M. S. Feldstein (1973) for the 
United States. While microeconomic analysis 
would make such a spiral seem rather plausible 
for Switzerland too, only traces of it can be 
found in empirical work relating to the years 
1976-80. Schtveiz. Z. VolknoUrtsch. Statist., 
Sept. 1986, 122(3), pp. 555-83 (German). Insti- 
tut filr empirische Wirtschaftsforschung, Uni- 
versity of Zurich. 

915 Social Security 

Yeas, Martynas A. — Asset Holdings of the 
Newly Disabled: Findings from the New 
Beneficiary Survey 

This article reports on the asset portfolios of 
married couples and single persons who re- 
cently begun receiving disabled-worker bene- 
fits. It contrasts groups differing by age, marital 
status, and sex. using data from SSA’s 1982 New 
Beneficiary Survey. Ownership of at least some 
type of financial asset was fairly widespread, 
but the medial value was often quite small. 
Ownership of commercial assets was relatively 
uncommon. Most of the wealth reported was 
held in the form of home equity, but home 
ownership and indebtedness rates varied 
greatly by age and marital status. The disabled 
had relatively few assets overall. Soc. Sec. Bull, 
Dec. 1986, 49(1 2), pp. 5-12. Social Security 
Administration. 

Halpern, Janice and Hausman, Jerry A. — 
Choice under Uncertainty: A Model of Appli- 
cations for the Social Security Disability In- 
surance Program 

The authors specify a model of the application 
process for disability insurance, which is mod- 
eled as choice under uncertainty about approval 
of an application for disability insurance. The 
possible outcomes to Hie choice process of an 
individual in which probability of acceptance 
for disability insurance is a key consideration 
are specified. A joint model of labor supply and 
application to the Disability Insurance program 
based on the 1972 survey is estimated. Results 
are compared to the observed time series appli- 
cations process since 1976. Lastly, the sensitiv- 
ity of the application process to probability of 
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acceptance and level at benefits is estimated. 
/. Public Econ., Nov. 1966. 31(2), pp. 131-61. 
Lexecon, Chicago; Massachusetts Institute of 
Technology. 

lams, Howard M. — Characteristics of the 
Longest Job for New Disabled Workers: 
Findings from the New Beneficiary Survey 
This article describes the characteristics of the 
longest job held by new disabled-worker bene- 
ficiaries responding to questions in the 1982 
New Beneficiary Survey. The characteristics in- 
clude pension coverage, job duration, employer 
type, occupation, and industry. Many disabled 
workers reported having been covered by a 
pension plan. Pension coverage, pension re- 
ceipt, and job tenure all increased with age, 
and older disabled workers had pension cover- 
age similar to that of retired workers. Disabled 
and retired workers often differed in other job 
characteristics, but tended to become more 
similar with increasing age. Soc. Sec. Bull., 
Dec. 1986, 49(12), pp. 13-18. Social Security 
Administration. 

Kami, Edi and Zilcha, Itzhak — Welfare and 
Comparative Statics Implications of Fair So- 
da] Security: A Steady-state Analysis 
This paper examines the steady-state welfare 
and comparative statics implications of fair so- 
cial security in an overlapping generations 
model with uncertain lifetime. Hie model is 
designed to capture the effects of lifetime un- 
certainty extending over the individual's entire 
lifespan, the effects of intentional and uninten- 
tional bequests, and the effects of the earning 
profile. He shows that the welfare effects de- 
pend on the size of the benefits and the struc- 
ture of the social security tax. In particular, 
even fair social security may have negative wel- 
fare implications if the underlying tax structure 
is ill-designed. Some comparative statics impli- 
cations are analyzed. /. Public Earn., Aug. 
1966, 30(3), pp. 341-57. Johns Hopkins Univer- 
sity-, Tel- Aviv University. 

VeaB, Michael R. — Public Pensions as Optimal 
Social Contracts 

A simple ov e r lap ping- generati o ns model is 
'nodified to allow for an externality experienced 
by the young from cons um ption by the elderly. 
This sets up a game b e twee n gsnen tt kma to 


which one strategy may be to save too little 
and rely on gifts from the young for ret ir ement 
income. In such a model, pay-as-you-go social 
security can be a Pareto-optimal, "forced-giv- 
ing" contract to restore efficient intert em poral 
. allocation. J. Public Earn., Nov. 1968, 31(2), 
pp. 237-51. McMaster University, Hamilton, 
Ontario. 

Verbon, Harrie A. A. — Altruism. Political 
Power and Public Pensions 
This article deals with the tax -transfer view 
on public pension schemes. It can he demon- 
strated that if workers are altruistic toward the 
elderly and decide on the benefit level of the 
public pension payment, then the Aaron condi- 
tion, which is of importance in case the insur- 
ance view is adopted, shows up as well. Fur- 
thermore, it appears that for current decision 
making the future of the public pension system 
remains of importance. Next, in a representa- 
tive democracy it appears that, in the particular 
form of the model used here, the influence of 
altruism cannot be separated analytically from 
the influence of political power. Kyklot. 1986, 
39(3) pp. 343-58. University of Amsterdam. 

916 Econo mi cs of Law and Crime 
Lai, Francis T. — A Dynamic Model of Corrup- 
tion Deterrence 

The paper presents a model of corruption 
deterrence with a simple overlapping-genera- 
tions structure built into it. A crucial assump- 
tion is that when corruption becomes more 
prevalent in the economy it is harder to audit 
a corrupt official effectively. It is shown that 
this assumption may give rise to several station- 
ary equilibrium levels of corruption. This possi- 
bility has been exploited to explain why some- 
times a government may tempor ar ily resort to 
an extremely severe deterrence policy and why 
the same deter r e n ce scheme may imply quite 
different levels of corruption. A case study is 
provided to give empirical support to the 
model. J. Public Econ.. Nov. 1966, 31(2), pp. 
215-36. State University of New York at Buf- 
falo. 

Tagir, Gideon — Fraudulent Collec t ion of Ua- 
uapbggut B en e fi t s : A Theoretical Asudyais 
with Rtff.il.iiii ii to income Tax Evasion 
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Tbe harshest ihum of tbe unemployment 
bwmaoe program are those employed who col- 
lect benefits while failing to report their em- 
ployment. The paper analyzes fraudulent claim- 
tag behavior and optimal deterrence policy 
under two alternative penalty schemes, com- 
monly used in tax evasion analyses; the one 
relates punishment to tbe magnitude of the dis- 
honesty. whereas tbe other relates punishment 
to tile amount of illegal returns. Two exclusive 
features of fraudulent benefit claiming are given 
special attention: the requirement to report at 
a labor exchange to demonstrate availability for 
work, and die need to serve a wafting period 
before benefits can be collected. J. Public 
Econ., Aug. 1086. 30(3), pp. 369-83. Tel- Aviv 
University and National Insurance Institute, Je- 
rusalem. 

018 Economic* of Aging 

Sjogren, Jane — Retirement Age Women and 
Men: Income Sources and Work 
This paper investigates the changes in in- 
come, income sources, and work behavior of 
women and men as they pass through the con- 
ventional retirement age of sixty-five. Using 
data from the Retirement History Survey, the 
study finds that women who are heads of house- 
holds are substantially worse off in financial 
terms than their male peers. However, despite 
their frequently dismal economic status, older 
women are less likely than men to turn to work 
as a means of increasing their financial well- 
being. Eastern Earn. J., July-Sept. 1986, 12(3), 
pp. 283-90. Simmons College, Boston. 

UO Consumes Economics 

Ml Consumer Ea— arafcst Laval* mi Standards 
af Living 

Hantaan, Beth — Spending Patterns of Older 
Persons Revealed in Expenditure Survey 
Since I960, the Bureau of Labor Statistics 
Consumer Expenditure Survey has been con- 
ducted on a continuing basis. As a result, trends 
for age met other d e m o gra p hic groops can be 
more e ffe ctiv ely monitored over time. This arti- 
cle is but one of a aeries h ig hlight ing remits 
bam the expenditure survey, It divides the 
IBM p op ula tion opt 65 and over tato *twe 
igroepc: ages 65-74*nd 75 and over. Tbe-ieariti 
reveal that, a&banghpenons 60 and Over ere 


often viewed as a homogeneous group, die char- 
acteristics, incomes, and needs of the younger 
and older populations within the larger group 
are quite different. Mon. Lab. Rev., Oct. 1986, 
1 09(10), pp. 15-17. Bureau of Labor Statistics. 

Montgomery, Edward — Where Did All the 
Saving Go? A Look at tbe Recent Decline 
in the Personal Saving Rate 
The inadequacy of aggregate saving is often 
cited as an explanation of low levels of capital 
accumulation and productivity growth in the 
United States. Aggregate saving is low, in large 
part, because of the steep decline in the per- 
sonal saving rate that has occurred since 1975. 
This paper uses a modified life-cycle model to 
analyze the determinants of this recent decline 
in the personal saving rate. The empirical re- 
sults do not support the hypothesis that the 
decline in the saving rate was the result of a 
reduction in the real rate of return. The reduc- 
tion in the rate of growth of income and the 
changing demographic profile of the labor force 
are the most important factors in accounting 
for the fall in the personal saving rate. Econ. 
Inquiry . Oct. 1986. 24(4). pp. 681-97. Michi- 
gan State University. 

Neldner, Manfred — Preisntveauschwankun- 

gen und privater Konsum. Zur empirischen 
Bedeutung des Pigou-Effekts in der Bundes- 
republik Deutschland (Price Level Changes 
and Private Consumption: Hie Empirical 
Relevance of the Pigou-Effect in West Ger- 
many) 

In West Germany price level fluctuations sig- 
nificantly influence real private consumption 
expenditures, in the manner suggested by 
Pigou in his famous attack on Keynes's theory 
of employment. Tills is demonstrated by esti- 
mating three different groups of consumption 
models using one-stage least square techniques 
The empirical relationship between price level 
changes and real consumption, however, i* 
open to various theoretical interpretations: be- 
tides the Pigou effect proper a neoclassical cash 
balance effect, a price illusion effect or a so- 
called negative income effect may have been 
at work as weU. Wekwirtech. Arch., 1986, 
122(3), pp. 534-51 (German). Unfversitit Osna- 
brOck. 
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TmMmmU, Toahiald and SUmooo, Keflco— 

Saving and the Life-Cycle: A Cohort Analy- 
tic 

Hi it paper examines the “life-cycle hypothe- 
sis'* with re fer e n ce to Japanese employees. Hie 
study is based on panel data created from suc- 
cessive cross-section data, which it expected 
to give better results than past studies. The 
sample was categorized by many elements. One 
important result is that empirical testing of the 
saving and the life-cycle is crucially dependent 
upon the samples. It is found th»t the majority 
of Japanese employees have not accumulated 
wealth enough to assure consumption during 
retirement. The paper, however, did not reject 
a hump- shaped course of wealth accumulation 
under the assumption of myopic behavior. /. 
Public Econ., Oct. 1966. 31(1), pp. 1-24. Kyoto 
University; Nagoya University, Japan. 

Takacs, Wendy E. and Tamer, Ellen P. — 
Structural Change in the Demand for Auto- 
mobiles by Size Class 

This article tests the hypothesis that the gaso- 
line crises of 1974 and 1979 caused a demand 
shift from large to small cars and an increased 
propensity of consumers to substitute the small, 
more fuel efficient models for the large in re- 
sponse to a rise in the price of gasoline. The 
authors estimate separate demand equations for 
subcompact, compact, and large cars — interme- 
diates, foil sizes, and luxuries — and enter in 
each equation dummy variables separating the 
pre- and post-crisis periods to test for the in- 
creased propensity of consumers to substitute 
small for large cars in response to a rise in that 
price. The impact of the crises on aggregate 
sales of new cars by size class is also estimated 
for each post-crisis year. Quart. Rev. Econ. 
But., Autumn 1966, 26(3), pp. 46-57. Univer- 
sity of Maryland, Baltimore. 

Taylor, Grant A. aad Johnson, Letter W.— 
The Frisch Conjecture and Demand Systems 
In 1969, Ragnar Frisch wrote his now famous 
P*s*«ge concerning the likely values of the in- 
come elas ticity of the marginal utility of income 
(commonly known os the Frisch parameter). 
H»e empirical validity of &e Frisch conjecture, 
kowewsr. Is tectramely xttedt to test wtthewte 
"xnfty used demand systems. This paper d fo- 


cusses the Issues of internal (within a data set)' 
and external (across data sets) testing of the 
conjecture end provides a small illustrative ex- 
terna) test using data for Australia and Sweden. 
Results also illustrate the sensitivity of Frisch 
parameter estimates to choice of demand sys- 
tem and serve os a warning to those r esear chers 
who use previously estimated values of the pa- 
rameter in ’ policy analysis. Quart. /. Bus. 
Earn.. Winter 1967, 26(1). pp. 63-77. Univer- 
sity of Southern California, Los Angeles; Mac- 
quarie University, North Ryde, New South 
Wales, Australia. 

Termorshuizen, J. G.; Mesdenberg, M. T. G. 
and Wierenga, B. — Consumer Behaviour in 
Respect of Milk in the Netherlands 
In this paper, consumer behavior in the 
Netherlands in respect of milk is investigated 
using a model based an the EKB model, a so- 
called integrated model of consumer behavior. 
It is established that liquid milk is perceived 
as a neutral drink: not ordinary or luxury, as a 
food not a drink for pleasure, and not as being 
refreshing. Liquid milk is perceived diferentfy 
at varying times of consumption during the day. 
The must important socioeconomic variables ex- 
plaining individual differences in consumer be- 
liefs regarding milk are: age, level of education, 
and residential area. Europ. Rev. Agr. Earn.. 
1966, 13(1). pp. 1-22. Post and Telecommu- 
nications, The Hague; Agricultural Univer- 
sity, Wageningen. the Netherlands; Graduate 
School of Management, Rotterdam. 

Venti, Steven F. and Wise, David A.— Tax- 
Deferred Accounts, Constrained Choice and 
Estimation of Individual Saving 
The paper analyzes the elect of tax-deferred 
individual retirement accounts (IRAs) in the 
United States on net individual saving. The re- 
sults are based on a model of constrained optim- 
ization with the limit on tax -deferred saving 
the principle constraint. The est imat es suggest 
tlug contributions to IRAs represent substantial 
net saving increases. Were the IRA limit to 
be i n cr ease d, only about 10 to 29 p eroant of 
the resulting increase in IRA contributions 
would be taken from other wvh Qti, About 59 

33 percent from rednoad tanas. Rev. 



Journal of Economic Literature 
£*m> Stud.. Aug. 1986, 53(4), pp. 579-801. 


Dartmouth College; Harvard University. 

< Vteuai, W. Kipi Megat, Wesiey A. and Huber, 
Jfod — Informational Regulation of Consumer 
Health Risks: An Empirical Evaluation of 
Hazard Warnings 

On die baste of data from a survey of almost 
400 consumers, this article assesses whether 
consumer behavior is responsive to information 
about product hazards that is provided in re- 
sponse to regulation. The authors find that the 
extent to which consumers take precautions is 
consistent with the level of risk indicated, the 
amount of risk information, the specific risk and 
precaution indicated, and the economic bene- 
fits of safety precautions. The patterns of pre- 
cautionary behavior are also used to analyze 
the implicit value of the morbidity effects and 
to assess the consistency of consumer choices. 
The findings support the use of product-hazard 
information as an alternative to more direct reg- 
ulation of safety risks. Rand J. Econ. , Autumn 
1986, 17(3), pp. 351-65. Northwestern Univer- 
sity; Duke University; Duke University. 

930 U«*an Economics 
931 Urban Ecown mta and Public Policy 
Scotduner, Suzanne — The Short-run and 
Long-run Benefits of Environmental Im- 
provement 

The social value of a nonmarginal improve- 
ment to amenities is not related to hedonic 
prices in a simple way. Furthermore, hedonic 
price data do not completely reveal prefer- 
ences. In order to evaluate short-run benefits 
of an improvement, the rate of change of the 
hedonic pooe function must be normalized by 
a ratio of population densities. To calculate 
long-run benefits of the improvement, one 
must calculate the responsiveness of population 
densities to the non marginal improvement. A 
technique to do so is suggested. J. Public Econ., 
June 1986, 30(1), pp. 61-81. Harvard Univer- 
sity, 

W Hsurfaa Fmi n nt n 

Btrah-Sapu, Axe} — Household Formation. 
Hopin g Prices, end Public Policy Imp a cts 
HjttfMper specifies and, estimate# a model of 
homing .demand 4sl #sptatly includes the 


decision of individuals to form independent 
households. Parameter estimates reveal a con- 
siderable response of headship rates not only 
to income, hut also to housing prices. Analysis 
of housing policies ignoring the endogeneity 
of household formation is thus potentially bi- 
ased. The model is employed to evaluate the 
effects of a housing voucher program. Simulated 
responses indicate that such a program creates 
a substantial additional demand for housing due 
to its positive impact on the propensity of young 
and elderly persons to live independently. J. 
Public Econ . , July 1986, 30(2), pp. 145-64. Har- 
vard University. 

Gerber, Robert 1. — The Comparative Static 
Response of Rental Housing to a Price 
Change: Inflation and Government Policy 
A two-period consumer choice model is pre- 
sented in which housing is treated as a quality 
differentiated good. The short-run comparative 
static response of rental housing to a price 
change is examined via an example, an exoge- 
nous increase in the inflation rate. Two stylized 
facts are alternately used; interest income is 
taxed, and interest rate ceilings are imposed 
on small savings deposits. The partial equilib- 
rium distributional impact of inflation, in the 
context of rental housing markets, is also dis- 
cussed. J. Re g. Sd., Nov. 1986, 26(4), pp. 731- 
43. State University of New York at Allwny. 

Parsons, George Russell — An Almost Ideal De- 
mand System for Housing Attributes 
Demand functions are estimated for four 
housing attributes: housing size, housing fea- 
tures, housing quality, and neighliorhood qual- 
ity. The model is a restricted version of Sherwin 
Rosen’s implicit market model in the form of 
Angus Deaton and John Muellbaucr’s Almost 
Ideal Demand System. Housing markets are 
assumed to be segmented by city of location 
and time period, a sufficient restriction for iden- 
tification of the parameters of the demand func- 
tions. Conventional properties of consumer be- 
havior are maintained hypotheses. Estimated 
price and expenditure elasticities are pre- 
sented, apd a practical application of welfiire 
measurement using the results is presented for 
m exogenous, nonmarginal improvement to 
neighborhood quality. Southern Earn. Oct. 
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1066, 53(2), pp. 347-63. University of Deb- 
ware, Newark. 

833 Urban Transportation Ec on omics 
Dodgson, J. 8. — Benefits of Changes in Urban 
Public Transport Subsidies in the Major Aus- 
tralian Cities 

This paper considers the economic efficiency 
benefits of urban public transport subsidies and 
presents estimates of the marginal benefits of 
fiue and service level changes in the main Aus- 
tralian cities. Models are outlined, and esti- 
mates compared of the benefits to public trans- 
port and other road users of fare and service 
level changes in different cities. Existing urban 
public transport subsidies might be more effec- 
tive from an economic efficiency point of view 
if frequency levels were reduced and the conse- 
quent cost savings used to finance lower levels 
of hues. Econ. Rec., June 1986. 62(177), pp. 
224-35. University of Liverpool. 

MO Rbckmal Economics 
Ml Regional Economics 

Booth, Douglas E. — Long Waves and Uneven 
Regional Growth 

The central thesis of this article is that regions 
experience long periods of sustained rapid eco- 
nomic growth followed by relatively lengthy pe- 
riods of slow economic growth. The fundamen- 
tal reason for lengthy periods of poor growth 
is an absence of entrepreneurial activity during 
the sustained growth phase needed to create 
new industries that will replace old industries 
at the end of their product life cycles. Historical 
data on manufacturing employment growth and 
regression results on the determinants of new 
incorporations are presented to support the 
long wave theory. Southern Earn. J., Oct. 
1986, 53(2), pp. 448-60. Marquette University. 

Uffgren, Karl Gustaf — The Spatial Monop- 
sony; A Theoretical Analysis 
In this paper some of the moat important 
properties of the behavior of a spatial monop- 
sonist are derived. Many results are mirror im- 
ages of cor resp ondi n g results for the spatial 
monopolist. A few results are, however, genu- 
inely new. A lot of effort is spent in co mparing 
properties of the profit function u nder three 
different pricing policies, f.ab. (mfit) p rici n g. 


uniform delivered pricing, and spatial price <k*> 
crimination. It is shown, for example, bow the 
profitability and wettue consequences of the 
different policies are related to the shapes of 
the supply and demand fuoctioos. It is argued 
that the theory may have important applications 
in economic analyses of renewable natural re- 
sources such as forests, where total transporta- 
tion costs are non negligible. J. Reg. Set. , Nov. 
1966, 26(4), pp. 707-30. Swedish University 
of Agricultural Sciences. 

Mathis, Stephen A. and Fe aa th o, Robert C. — 

Local Government Expenditures and Private 
Sector Output: Theory and Evidence on 
Crowding Out at the Regional Level 
The rationale underlying the focus of this arti- 
cle is the crowding-out hypothesis. The term 
"crowding out" is interpreted to encompass not 
only the traditional implications of debt cre- 
ation, but also any associated tax effects. Meth- 
odologically, the article utilizes a basic produc- 
tion-oriented classical model to examine the 
effects of local government fiscal decisions on 
privately produced output in metropolitan ar- 
eas. Quart. Rev. Earn. Bus., Autumn 1966, 
*26(3). pp. 105-15. Shippensburg University of 
Pennsylvania. 

McGuire, Martin C. — Private Production, Col- 
lective Consumption, and Regional Popula- 
tion Structure; The Interactions between 
Public and Private Good Provision as Deter- 
minants of Community Composition 
Theories of trade and migration explain the 
distribution of individuals among regions based 
on private good product iv it i es. The theory of 
local public goods (LFCs) uses collective good 
consumption economies to explain the size and 
composition of communities. This essay com- 
bines the two theories, to explore regional pop- 
ulation het er ogeneity and stability. Assuming 
that individuals must consume and produce in 
the same jurisdiction, the paper examines the 
nature of efficient allocations, the tensions be- 
tween the private and public incentives, the 
nature of the equihbrium (if any) that migration 
among jurisdictions wfl g e n er ate , and ham ouch 
equilibrium wffi depend on taanaies for sharing 
the costs ef the LFC. /. Reg. Set . Nov. IBM, 
26(4), pp. 677-705. University of Maryland. 
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Sii lint, David J.— Equilibrium in a SpaHal 
‘Model of I mp e r fec t Competition with Se- 
quential Choice of Locations and Quantities 
' ThtSpaperaddresse* the issues of existence of 
* pore strategic! Nash equilibrium in a simple, 
general equilibrium spatial model. The model 
is fairly standard, with two exceptions: firms 
chotwe quantities, instead of prices, as well as 
their locations. Additionally, the market has 
endpoints. Firms choose locations one at a time 
and before making their quantity choices. The 
sequential choice of locations and then quanti- 
ties, instead of prices, is argued to be both more 
realistic for many types of markets, and analyti- 
cally convenient. The existence of endpoints 
will have important implication! on the nature 
of equilibrium. Can. J. Earn., Nov. 1986, 19(4), 
pp. 685-715. Virginia Polytechnic Institute and 
State University. 


There, S ten— Spatial Disequilibrium 
The well-known extremal principle for the 
solution of spatial equilibrium for a single com- 
modity {Paul Samuelson {1952]) is extended to 
deal with the case of disequilibrium caused by 
rigid prices and/or price controls. Both disequi- 
librium in consumer markets and in factor mar- 
kets is covered. The study of disequilibrium is 


well known in 

nomic systems (the so^alled ftwd-P*** modtJ 
of interdependent systems). The present work 
extends this approach to the spatial dimension, 
and shows how It is possible to represent and 
solve disequilibrium models by mathematical 
programming rather than by fixed-point tech- 
niques. J. flag. Sci., Nov. 1986, 36(4), pp. 

. ... .a A aJ_ 


Wheat, Leonard F. — The Determinants of 
1963-77 Regional Manufacturing Growth: 
Why the South and West Crow 
Hus paper analyses 1963-77 manufacturing 
employment growth in the forty-eight contigu- 
ous states. Six factors jointly explain 96 percent 
of the variance. Markets explain 55 percent; 
climate, 15 percent; a rural state attraction, 11 
percent; unionization, 6 percent; thresholds, 5 
percent; and amenities, 4 percent. Resources, 
taxes, and business climate lack significance. 
Sunbelt-Frostbelt is a false dichotomy; the 
Northwest grew as fast as the South. The real 
contrast — largely caused by markets — is be- 
tween growth rates of 6 percent in the Manufac- 
turing Belt, 35 percent in its bordering Transi 
tion Zone, and 58 percent in the combine* 
South and West. /. Reg. Sci., Nov. 1986, 26(4, 
pp. 635-59. U.S. Department of Commerce 
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I. Introduction 

T^he auction-market analysis of prices 
A and quantities is the core of neoclas- 
sical economics; however, as we will see, 
viewing the aggregate labor market as 
an auction has not proved particularly 
useful lor understanding cyclical fluctua- 
tions in employment, unemployment, 
and the real wage. Do any of the theoreti- 
cal alternatives to the auction interpreta- 
tion produce an empirically superior de- 
scription of a U.S. rece ss io n , though? 
The purpose of this paper is to survey 
these issues and to summarise what econ- 


omists can honestly tell students and pol- 
icymakers concerning how the aggregate 
U.S. labor market operates when sub- 
jected to business cycle dist ur bances. 

In the remainder of this section we 
lay the groundwork necessary to evaluate 
the state of our econo m ic knowledge of 
the aggregate labor market. In particular, 
we first present mi croeconomic facts that 
summarize the typical p ost w ar rn newton 
in the United States. Keeping Ansa to 
rated, we then eaamtae bow waft this 

would •speci zran «q ccorowy wii n 
saggJT0gPOT IftDOr INK. O^Q WM N 
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Fufl E m ployment Year Recenfcm Year 




Figure 2. The Distribution of Unemployment by Reason 
Note: Data relate to persons 16 years and over. 

Source: Economic Report of the President, 1983, p. 35. 


an auction, at least during die short term. 
The last part of this section previews the 
remainder of this review, which evalu- 
ates the literature attempting to test 
three types of theories of the aggregate 
labor market: (i) models that reformulate 
the basic auction analysis, (ii) models that 
view the aggregate labor market as char- 
acterized by persistent disequilibrium, 
and (iii) models that synthesize (i) and 
(ii) and treat workers and firms as gov- 
erned by the outcomes of long-term con- 
tracts for labor services. 

A. The Typical U.S. Recession 

During the typical postwar U.S. re- 
cession, which hurts about 10 to 12 
months, real GNP foils 2 to 3 percent, 
nonfarm employment foils 2 to 4 percent, 
and the unemployment rate rises 2 to 4 
percentage points (Victor Zarnowitz 
1965). The association between the busi- 
ness cycle and the unemployment rate 
is highlighted in Figure 1, where we plot 
the annual unemployment rate against 
annual p r oportionate deviations in real 
GNP from its postwar log trend. A re* 
gresston equation fit to these data teds 


us that, on average, die annual unem- 
ployment rate rises by about one-third 
of a point fin- each one percentage point 
shortfall of real GNP from its annual post- 
war log trend level. 

The increased flows into unemploy- 
ment during a recession stem mainly 
from new layoffs and firings- Quits, which 
are terminations of die employment rela- 
tionship initiated by employees, foil dra- 
matically. This is underscored in Figure 
2 where we compare 1978, which is typi- 
cally categorized as a full -employment 
year, to 1982, which is the worst reces- 
sion year since the Great Depression. Fi- 
nally, while many additional individuals 
claim to be interested in but unable to 
find work during a recession, the aggre- 
gate real wage does not decline. During 
the heart of the recent severe recession, 
1981:IV to 1962:111, real oompensatioo 
per hour in the nonfarm business sector 
rose by about l percent. More generally, 
the measured aggregate real wage hi the 
United States moves ran da il y around a 
positive trend 0oseph Aitoaji and Oviey 
Ashenfc he r I960). This result holds 
when either annual or quarterly data are 
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TABLE 1 

Regression Estimates or the Link between the Business Cycle and Aggregate Labor Market Outcomes in 

the Postwar United States* 


Dependent Variable 
(meon/std. dev.) 

Real CNI* Elasticity 
(absolute t-value) 

R* 

Durbin-Watson 4 

Statistic 

Employment* 

0.44 

0.99 

1.41 

(77639.4/15767.6) 

(6.49) 



Average workweek 1 

0.20 

0.98 

1.54 

(40.3/1.26) 

(8.90) 



Unemployment rate* 

-7.26 

0.89 

1.74 

(5.65/1.72) 

(9.92) 



Nominal wage 1 * 

0.004 

0.99 

1.94 

(4.97/3.44) 

(0.05) 



Real wage 1 

0.02 

0.99 

1.56 

(9.23/1.86) 

(0.38) 



Manufacturing layoff rate 1 

-6.21 

0.71 

1.81 

(1.63/0.53) 

(7.24) 



Manufacturing quit rate* 1 

8.94 

0.70 

1.63 

(1.95/0.57) 

(10.64) 




* Annual data, 1948-85 Dependent variables and real CNP are in logs. 

b Base 1982, billions of dollars: Mean = 2087.2; std. dev. = 667.5. Estimation technique is maximum likelihood 
adjusting for serial correlation. Control variables are time and time squared. 

* From first-stage OLS regression. 

d From final-stRge maximum likelihood regression. 

' Civilian employment (000s). 
r Household data, all Chilian workers. 

* All civilian workers, 16+ years old. 

k All employees in nonagricuhural establis hm ents. 

* Deflated to base 1962 using the CNP deflator for personal consumption expenditures. 

1 1948-81, when series stops. Average monthly rate per 100 employees. 

k 1948-81, when series stops. Avenge monthly rate per 100 employees. 


used and means that the best predictor 
of next period’s real wage is last period’s 
real wage plus a constant. 1 This constant 
is given by the estimated intercept in a 
regression of the real wage on its value 
lagged one period. 

For those readers interested in a more 
complete quantitative summary of post- 
war business cycles. Table 1 displays re- 
gression estimates of the elasticities of 
seven different aggregate labor market 

- 1 1 i r — — l* A I Kj-mU 

it h OTpomdu to locuguuc, However, cm Aiwnji 
and AdMMtor did not consider man y okernativM 
to this rather restrictive s p e c ifi cation (» random waft 
with drift). More complex empirical specifications of 
the time stilus procesx uod enyfag in wage roove- 
■ Meets an enabled to Thomas MeCurdy (196S). 


outcomes with respect to annual move- 
ments in real CNP, controlling for a 
quadratic time trend. As just noted, 
probably the most startling results ap- 
pearing in this table concern the associa- 
tions between wages and real CNP. Ta- 
ble 1 underscores that both the aggregate 
real wage and die aggregate nominal 
wage are statistically independent of real 
output. Moreover, the elasticity of aggre- 
gate employment with respect to real 
CNP is over twice the elasticity of the 
average workweek with respect to real 
CNP. Thus, cyclic movements in labor 
utilization appear to be dominated by 
changes in die number of workers with 
jobs rather than characterised by short 
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hours or worksharing arrangements. Any 
satisfactory model of the aggregate labor 
market must be consistent with these 
empirical regularities in Table 1. The 
next section examines how well the styl- 
ized facts developed in this section* 
square with the most basic of all eco- 
nomic tools, supply and demand analysis, 
applied to the aggregate U.S. labor mar- 
ket. 

B. An Auction Labor Market During a 

Recession 

According to the basic supply and de- 
mand model of the labor market (for ex- 
ample, Belton Fleisher and Thomas 
Kniesner 1984, Chapter 5), wage-em- 
ployment outcomes are viewed as the re- 
sult of an auction between buyers and 
sellers of labor. Purchases and sales of 
labor services take place on a continuous 
basis, and the duration of the agreement 
is left unspecified. In particular, the 
agreement to sell (purchase) labor ser- 
vices lasts only until one party wishes 
to terminate it. Labor supply, which is 
presumed to be sensitive to wages, 
fringes, and (dis)amenities of the work- 
place, is conditioned by worker prefer- 
ences and nonlabor incomes. In addition 
to the costs of labor, the demand for labor 
is sensitive to consumer product de- 
mand, the state of technology, and nonla- 
bor input costs. Given the resulting labor 
supply and demand schedules, the neo- 
classical labor market has the characteris- 
tic of an invisible auction during which 
the wage is driven toward an equilibrium 
level. In such an auction, the real wage 
moves without hindrance to equate the 
demand for labor with the supply of labor 
at all times. 

The purpose of an economic model of 
the labor market is to help us understand 
the influence of changes in the economic 
environment on labor market outcomes. 
For example, if new health hazards are 
introduced into the work environment. 


employees are likely to request addi- 
tional hourly compensation so that the 
labor supply curve shifts upward. In the 
long run, then, we should observe rela- 
tively higher wages and relatively less 
employment in comparatively dangerous 
' jobs. Additional compensation for risk of 
this sort, has been well documented in 
the empirical literature (Sherwin Rosen 
1986). Moreover, the auction interpre- 
tation of the labor market has helped 
economists identify temporary wage dif- 
ferences, such as interregional wage dif- 
ferentials, which tend to be eliminated 
by mobility of labor and capital (Don Bel- 
lante 1979). The neoclassical auction 
model has also proved useful in measur- 
ing the long-run forces accounting for 
cross-sectional differences in labor mar- 
ket outcomes, including the economic ef- 
fects of labor unions (H. Gregg Lewis 
1986). Of course, interpreting the labor 
market as an auction has not always been 
helpful in a cross-sectional context (Rob- 
ert Smith and Ronald Ehrenberg 1983). 
More importantly, though, the coocept 
of an auction fin- labor has been particu- 
larly unsatisfactory in helping econo- 
mists understand aggregate changes in 
real wages, employment, and unemploy- 
ment over time in an economy character- 
ized by cyclic fluctuations in labor 
demand. 2 

Consider an. aggregate economy with 
the single labor market depicted in Fig- 
ure 3. This labor market is initially in 
equilibrium at point A with real wage 
u>(0) and employment N( 0). Now let 
product demand decline as die result of 
a recession. If forms could predict what 
would happen to the demand for their 

1 A word of csutioo fetal ardor bare. Macro ewftan- 
cai models tbit tely oa ike coscejS of a rBpfewsMtai 



1980b). 
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Figure 3. The Effects iff a Recession in a Spot 
Market lor Lalxir 

products over the business cycle, and if 
goods (and services) could be cheaply 
stored for future sale, then a temporary 
decline in the aggregate demand for out- 
put would not necessarily lead to a simi- 
lar decline in the demand for labor. 
Firms could maintain production and 
employment and hold the output for sale 
in the future; however, firms know nei- 
ther the length of any given recession 
nor its effect on their sales, and output 
cannot typically be stored at low cost, 
or even stored at all. Finally, the behav- 
ior of buyers will change in unpredictable 
ways during the business cycle. 

All this means that when the demand 
for output rises or foils, the demand for 
labor will tend to move in the same direc- 
tion. Thus, profit-maximizing firms will 
want to reduce wage rates or their labor 
inputs during a recession. This generates 
the decline in labor demand to D’ in Fig- 
ure 3. The initial effect is excess labor 
supply at wage u>(0). If the real wage ad- 
justs, then the auction model suggests a 
decline to to(l) along with a reduction 
in the quantity of labor to N(l). Exactly 
how is the employment level reduced? 

In the postwar United States, the pre- 


dominant portion of a typical recession- 
induced reduction in the aggregate labor 
input is a reduction in the number of 
employed workers, rather than a short- 
ening of the average workweek. (Table 
1 showed us that the proportionate varia- 
tion in aggregate employment was more 
than twice that of the average workweek 
over the business cycle.) The reduction 
in the real wage level that would occur 
in an auction market during a recession 
moderates the extent of layoffs, though. 
As the real wage foils, some workers no 
longer find it optimal to participate in 
the labor force and they specialize, in- 
stead, in household production. Thus, a 
decline in production and labor demand 
leads to an increase in both layoffs and 
quits in the simple auction market de- 
scribed in Figure 3. 

Once equilibrium is reestablished at 
point B in the auction market depicted 
in Figure 3, all those willing to work at 
(the lower) real wage w( 1) are able to 
work, and employment has declined to 
N( 1). The unemployment rate should 
again be at its so-called natural or normal 
level because equilibrium cyclical unem- 
ployment is zero in an auction market. 
Of course, the natural rate of unemploy- 
ment associated with N(l) may differ from 
the natural rate when employment is 
N(0). If, as is commonly felt, normal un- 
employment is a micro phenomenon, 
and therefore, largely independent of the 
business cycle, then the normal unem- 
ployment rate will be higher at point B 
because the labor force is smaller by the 
amount N( 0) - N( 1). Moreover, Allan 
Drazan (1985) argues that the loss of firm- 
specific training by laid -off workers fur- 
ther raises the normal unemployment 
rate. It is more important to note, how- 
ever, that the economist’s basic supply 
and demand model implies that the econ- 
omy will be void of cyclical or involuntary 
unemployment even though the reces- 
sion has reduced the demand for labor. 
There is a job available for everyone will- 
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ing to work at the lower real wage, tc(l). 

To summarize, the stylized facts de- 
scribing the typical U.S. recession are 
greatly at odds with the predictions of a 
simple supply and demand model of the 
aggregate labor market. In Section l.A.' 
we saw that during a recession real wages 
do not fall, quits fall rather than rise, 
and unemployment increases (largely 
through layoffs) much more than the auc- 
tion model leads us to expect. Can the 
inconsistency between the predictions of 
the simple auction model of the aggre- 
gate labor market and the macroeco- 
nomic evidence be readily explained? 3 

C. Can the Auction Interpretation Be 

Easily Rescued? 

Given a recession-induced decline in 
production and labor demand, the labor 
market will not clear in the manner just 
described if the real wage does not fall. 
In this case the resulting employment 
and unemployment movements will con- 
form to the aggregate data for the typical 
postwar U.S. recession. Specifically, if 
labor demand is reduced to O' but the 
real wage remains at w(0) in Figure 3, 
employment will drop to N(2). Because 
the real wage is unchanged, excess labor 
supply, or cyclic unemployment, equal 
to N( 0) — N(2), results. It is also unlikely 
that quits will be the source of this unem- 
ployment in light of a rigid real wage, 
so an economic contraction produces ad- 
ditional unemployment primarily com- 
posed of layoffs. Compared to the impli- 

3 Practitioners of the so-called Dew time- series 
analysis have chosen to dispense with theoretically 
modeling die economic forces underlying macroeco- 
nomic outcomes and to focus, instead, on discovering 
the stochastic relations describing the cychc proper- 
ties of economy-wide data (see Robert ftndyck and 
Daniel Rubtafcld 1961, Chapters 15-90). We ignore 
these efforts in this review, h o w e v er , because "the 
bet that tim e- s e ries models may produce better fore- 
casts dun eoonometric models shaply pofess to the 
need for improving econometric models rather dun 
fepbwtej them by the ad hoc models of t ime -seri es 
•nalysj* (Jan Kmenta 1986, p. vi). 


cations of an auction market with a flexi- 
ble real wage, employment should now 
foil to a greater extent, N(0) — N( 2) versus 
N( 0) — N(l). Relatively low employment, 
N(2), is expected to persist along with 
relatively high unemployment when the 
real wage is rigid. 

The argument that real wage rigidity 
is responsible for cyclical unemployment 
and the other stylized foots describing 
U.S. recessions occupies an important 
role in simple Keynesian models of the 
aggregate economy (John M. Keynes 
1936, 1939); however, simply to note that 
the aggregate real wage does not foil 
with employment during an economic 
contraction takes us no further intellectu- 
ally than a mechanical explanation of ob- 
served labor market outcomes. What is 
needed is a convincing argument for the 
source of the real wage rigidity. Some 
economists attribute the inflexibility to 
transaction costs (Peter Howitt 1985) 
while others focus on long-term contract- 
ing (Costas Azariadis 1975, 1979). Institu- 
tional rigidities and customs have also 
been offered as an explanation for rigid 
real wages (Drazen I960; George Akerlof 
1980). A key aspect of this review is to 
evaluate the empirical support for these 
suggested reasons for aggregate real 
wage rigidity. In doing this our discus- 
sion always centers on whether labor 
market data suggest a model other than 
a simple auction. In the next section we 
examine attempts to rescue the auction 
interpretation of the aggregate labor mar- 
ket by developing more complex repre- 
sentations of labor supply and demand. 

II. Reformulations of the Auction 
Approach 

A. Evidence Focusing on the Role of 

Labor Supply 

1. Real Wags Mi s perceptions. The 
•embud paper by Robert Lucas and 
Leonard Rapping (1969) focusea on an ag- 
gregate auction labor market where real 
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Figure 4. The Relationships Among the Current 
Real Wage, the Expected Real Wage, Labor 
Supply, and Cyclical Unemployment 


wages are flexible, yet wage adjustments 
need not eliminate unemployment. The 
essence of their argument is that the un- 
employed do not represent a genuine of- 
fer to sell labor. So, while there may be 
an auction market in which the real wage 
adjusts in each and every period to 
equate labor supply and labor demand, 
there can be cyclical unemployment if 
workers’ real wage expectations are not 
in line with reality. In particular, suppose 
that when a recession hits, some workers 
expect to be paid more than the actual 
real wage. As a result they try to supply 
labor in excess of the amount firms desire 
to hire, and this excess supply of labor 
will manifest itself in unemployment. 
The systematic movement in the differ- 
ence between expected and actual real 
wages over the business cycle is what 
generates regular, cyclical unemploy- 
ment in the economy just described. 

To see this more carefully consider 
Figure 4, where the prevailing real W*ge 
is ic(Q)± The economy is in a recnjjjfcn 
and labor demand, which depends otpbe 


actual real wage, is D’ . If workers’ ex- 
pected real wage, w+( 0), were identical 
to the prevailing real wage, then there 
would be no cyclical unemployment at 
the actual employment level, N( 0). In 
Lucas and Rapping’s basic model, cycli- 
cal unemployment may exist because 
workers' labor supply depends on the ex- 
pected real wage, which does not imme- 
diately adjust downward even if the ac- 
tual real wage does. As a result, there 
is an excess supply of labor, N(*) — N( 0), 
at the prevailing real wage, w{ 0). 

It is important to note that this expla- 
nation of cyclic unemployment conforms 
nicely to some basic perceptions of the 
job-search behavior of the unemployed 
(see Dale Mortenson 1970). In particular, 
once searchers bring their real wage ex- 
pectations in line with the prevailing real 
wage, cyclical unemployment will be 
eliminated. This suggests that if govern- 
ment agencies were to subsidize the col- 
lection, dissemination, and publication of 
job vacancy and current wage informa- 
tion, people would realize their true la- 
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bor market opportunities more quickly, 
which would in turn lower cyclical 
unemployment; 4 however, the aggregate 
U.S. data do not seem to possess the real 
wage misperceptions necessary for this 
interpretation of cyclical unemployment 
to hold. 

As we noted in the introduction, quar- 
terly or annual movements in the aggre- 
gate real wage are neatly described as 
varying randomly around a positive 
trend. For the aggregate U.S. labor mar- 
ket, then, the correspondence between 
the actual real wage and the real wage 
imputed by various forecasting mecha- 
nisms is quite high. 5 Altonji (1982) em- 
phasizes this by considering a number 
of different expectations formation mech- 
anisms, including rational expectations. 
This in tum implies quite small real wage 
misperceptions at the aggregate level. As 
a result, it is difficult to argue that such 
misperceptions form the basis of an ex- 
planation for cyclical unemployment 
within the context of an aggregate labor 
market model. 6 

2. The Substitution Hypothesis. Real 
wage misperceptions are certainly not re- 
quired for cyclical unemployment to exist 

4 Some anecdotal evidence it interesting here. 
During die 1082-43 recession, the Department of 
Labor ran a number of experiments designed to ex- 
amine the efficacy of some new ways to reduce long- 
term unemployment including something known as 
a Jobs Club, which is a type of encounter group 
where people meet to discuss their feelings and prob- 
lems associated with their unemployment Such 
groups seemed to be a cheap way to get the long- 
term unemployed back to work. By discussing their 
situation Jobs Chib members apparently obtain a 
more accurate estimate of their true labor market 
opportunities (wage oiers), and lower their reserva- 
tion wages and return to work more Quickly than 
otherwise similar workers not in a Jobs Club (conver- 
sation with Malcolm R. Lovell, Jr., Undersecretary 
of Labor. November 1962). 

5 For example, R 1 " 0.999 in Altopji’s (1662) fore- 
casting equation for the sgg ieg ate real wage. 

8 Of course, real wage misperceptions may still be 
Important at the individual level but masked tat the 
aggregate data. W# return to this issue and haw ft 
fcmtes to testing models of the agg re ga te labor mar- 
ket in Section II.A.5 


in the auction market set out by Lucas 
and Rapping. (This point is emphasized 
by Robert Hall 1980a, 1960b.) Observed 
cyclical patterns of employment and un- 
employment could also stem from work- 
ers substituting labor in one period for 
labor in another in the absence of any 
wage uncertainty. To see this, return to 
Figure 3 and interpret S as the short- 
run labor supply schedule. When the re- 
cession hits and demand declines to D', 
downward pressure on the real wage 
leads to a reduction in employment and 
quantity of labor supplied to Af(l). Put 
differently, workers substitute their labor 
away from a time period (the recession) 
when the real wage may be temporarily 
low. 

The substitution hypothesis of cyclical 
unemployment links the rise in unem- 
ployment during a recession to this vol- 
untary withdrawal of labor by workers 
who wish to substitute current leisure 
for work in some future period when they 
expect the real wage to be higher. It is 
important to emphasize that under the 
substitution hypothesis workers can cor- 
rectly perceive that their real wages are 
temporarily low during the recession, 
and some therefore withdraw from the 
labor force; however, it is possible for 
the N(0) — N(l) workers in Figure 3 to 
be recorded in the aggregate statistics 
as unemployed. This could happen, for 
example, because workers interpret the 
Current Population Survey as asking 
"Would you take a job at your normal 
wage, m(0)?’' instead of asking. “Would 
you take a job at the current wage, tc(l)? r 

Let us now do a quick “back-of-the- 
envelope” calculation to arrive at an esti- 
mate of the short-run aggregate labor 
supply elasticity necessary for the substi- 
tution hypothesis to have some credibil- 
ity. As noted earlier, noofarm employ- 
ment foils about 2 to 4 percent during 
the typical postwar recession (Victor Zar- 
nowitz 1965). Suppose, further, that we 
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weaken other results cited earlier and en- 
tertain the possibility that the real wage 
may (all, by say 1 percent, during a 
recession. 7 Together these two pieces of 
information imply a minimum value for 
the wage elasticity of aggregate labor sup- 
ply if the substitution hypothesis is to 
"hold water.” Specifically, the aggregate 
supply of labor (expressed in terms of 
total employment) must have an elastic- 
ity with respect to the real wage of at 
least 4-2.0 if it is to provide the basis 
for an explanation of cyclical movements 
in aggregate employment and unemploy- 
ment. 

An important empirical issue, there- 
fore, has been to determine whether an 
elasticity of this magnitude is consistent 
with econometric estimates of labor sup- 
ply (unctions. This is less than straight- 
forward because most empirical labor 
supply research investigates the determi- 
nants of (annual or weekly) hours of work 
per worker, whereas the predominant 
portion of the cyclic movements in the 
aggregate labor input is changes in the 
number of employed workers. 

3. The Aggregate Labor Supply Func- 
tion. The short-term wage elasticity of 
labor supply (total hours of work per 
household) that Altonji (1982) estimates 
from economy-wide annual data is more 
often negative or statistically insignificant 
than highly elastic (>+2.0). Altonji’s 
conclusions concerning the lack of empir- 
ical support for the subst&utfon hypothe- 
sis have been consistency* supported in 
the research using agggggate U.S. data 
(Ronald Warren 1983; N. Gregory 
Manlriw, Julio Rotemberg, and Law- 
rence Summers 1985; John Sea ter 1985; 
Michael Luger and Dale Stahl 1986). 8 

7 See Section II. C. 3 for more discussion of tbe cy- 
cbcality of rad wages in tbe United States. 

8 Additional in-depth analysts of the a ggreg at e 

time-series data for tbe United States fo general is 

contained is Jeffrey Miron (1964, eapectifiy Chapter 
V). * 


Along these lines, Kim Clark and Law- 
rence Summers (1982) use both aggre- 
gate time-series and aggregate cross-sec- 
tion data (for states) to try to address the 
question of timing versus persistence in 
labor force participation rates. The sub- 
stitution hypothesis requires dominant 
timing effects, whereby individuals seek 
employment when demand is above nor- 
mal and leave the labor force when labor 
demand is below normal. 9 Clark and 
Summers examine both labor force par- 
ticipation and employment as dependent 
variables in the aggregate labor supply 
(unction. Keep in mind that, according 
to the substitution hypothesis, workers 
who choose not to work because of a tem- 
porary decline in their real wage may 
be misclassified as unemployed. As a re- 
sult, they will still be counted as labor 
force participants. In this way, using the 
labor force participation rate as the de- 
pendent variable may obscure the labor 
force movements implied by the substi- 
tution hypothesis. The evidence Clark 
and Summers present suggests that tim- 
ing effects are of little or no importance 
in determining cyclic fluctuations in ei- 
ther employment or labor force participa- 
tion. Their estimated elasticities of labor 
supply with respect to current wage 
changes are small and sometimes nega- 
tive. They also find no evidence of a neg- 
ative relationship between expected fu- 
ture wages and current labor supply, 
which is implied by die substitution 
hypothesis. 10 

4. The Problem of Model Specification. 
In tests of the substitution hypothesis, 
the utility (unction is usually assumed to 
be strongly separable over time so that 

9 This is also the essence of the early research on 
so-called added and discouraged worker effects and 
their relationship to "hidden unemployment. See 
Jacob Mincer (1666). 

10 For non ela bor at ion on the issue of timing ver- 
sus per si sten ce see tbe exchange bet w ee n James 
Heckman and Robert Willis (1979) and Jacob Mincer 
and Haim Ofck (1876). 
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the marginal utilities of current aggregate 
consumption and aggregate labor supply 
depend only upon current values of these 
two variables. Some economists contend 
that strong separability is inherently in- 
consistent with the substitution hypothe- 
sis because it constrains the relative size 
of the labor supply response (Finn Kyd- 
land and Edward Prescott 1982; Robert 
Barro and Robert King 1984; Joseph 
Hotz, Finn Kydland, and Guilhenne 
Sedlacek 1986). They recommend basing 
empirical labor supply research on a less 
restrictive household preference func- 
tion — one where the marginal utility of 
consumption or leisure in the current pe- 
riod depends upon consumption and lei- 
sure in other periods too; however, such 
a specification is quite complex and 
difficult to implement empirically. At 
present there is not enough empirical re- 
search to judge whether this greater com- 
plexity is worth the extra effort. More 
specifically, while Hotz et al. find evi- 
dence that current utility depends on lei- 
sure in previous years, Terry Johnson 
and John Pencavel (1984) estimate a dy- 
namic model with intertemporal nonsep- 
arability and fail to find a wage elasticity 
of labor supply large enough to rescue 
the substitution hypothesis. 

Concerning specification of a model of 
the aggregate labor market, Pencavel 
(1986) reminds us that while some re- 
searchers are regressing aggregate aver- 
age hours of work on the aggregate aver- 
age wage and interpreting the results in 
terms of labor supply income and substi- 
tution effects, other researchers are using 
the same data in quite similar regression 
equations and interpreting the results in 
terms of structural parameters of aggre- 
gate labor demand functions. The first 
group views the negative secular rela- 
tionship between hours and wages, cete- 
ris paribus, as a downward-sloping labor 
supply function, and die second group 
sees it as an inelastic labor demand 


schedule. While both sets of researchers 
might be correct, it seems unlikely. In 
particular, the results in Luger and Stahl 
(1986) underscore how difficult it is to 
interpret regression equations estimated 
with aggregate data as demand and sup- 
ply functions and then use them to test 
the hypothesis of whether the Labor mar- 
ket clears. To our knowledge, no one ad- 
dresses the identification problem satis- 
factorily, and we are bard pressed to see 
how it can ever be solved using aggregate 
labor market data unless labor supply and 
demand decisions are not based on neo- 
classical behavior whereby wages adjust 
to equate labor supply and demand. 

5. Microeconomic Studies of Labor 
Supply. As we have just seen, research 
on the substitution hypothesis has gener- 
ally assumed that the economy’s aggre- 
gate labor market outcomes may be 
viewed as the result of the interaction 
between a representative household sup- 
plying labor and a representative firm de- 
manding labor. Having noted this unreal- 
istic assumption, it is important that we 
now address the issue of whether micro- 
economic studies of labor supply are of 
much value in testing the substitution 
hypothesis. 

To be of any help, labor supply analy- 
ses of individual data must have several 
characteristics. First, they must incorpo- 
rate uncertainty. By this we mean that 
the econometric methods must be appro- 
priate to a situation in which the decision 
maker in a life-cycle labor supply model 
is uncertain about his or her economic 
future because of among other things, 
business cycles. In this case, estimation 
requires a regression model involving a 
complex error structure reflecting accu- 
mulated forecasting mistakes (Richard 
Blundell and Ian Walker 1984; MaCurdy 
1985a; Pencavel 1986). Second, in order 
to shed light on aggregate movements 
in employment, microeconomic research 
must account for changes in labor force 
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participation rather than variations in 
hours of work of the continuously em- 
ployed. Third, while the empirical model 
may emphasize the role of the supply of 
labor, it must also specify something 
about the demand for labor. A partial 
analysis of annual labor supply may tell 
us very little about whether the labor 
market is an auction if only one side of 
the market is modeled econometrically. 
More specifically, we probably learn lit- 
tle about whether the aggregate labor 
market is an auction when the empirical 
analysis is of how individual workers re- 
spond to wage changes without any re- 
gard for the reason(s) underlying the 
wage change. 

Although a number of microeconomet- 
ric studies of labor supply 11 satisfy one 
or two of the three requirements set out 
in the previous paragraph, none we know 
of satisfies them all. While MaCurdy 
(1983) develops an econometric specifica- 
tion that allows direct estimation of the 
marginal rate of substitution between 
consumption and leisure and permits a 
clear role for economic uncertainty, he 
is primarily interested in the hours of 
work dimension of labor supply, as is Al- 
ton ji (1984, 1986). 12 Although Heckman 
and MaCurdy (1980, 1982) address the 
issue of annual female labor force partici- 
pation, they ignore uncertainty in wages 
and wage expectations. It is also hard to 
infer the business cycle's impact on an- 
nual labor force participation from the 
parameter estimates they present. More- 

u Mark KiOfngsworth (1963, Ch. 3-5) is a useful 
survey of this literature. 

u Moreover, MaCurdy (1983) estimates a set of 
utility (unction parameters for low- income men that 
imply unbelievably large static labor supply elastici- 
ties. While the reasons for this result are not readily 
apparent, be speculates that they stem from the 
strong a priori restrictions ^pecessaiy for identification 
when uncertainty is preset and from the difficulty 
involved in statistically scanting die eflects of bud- 
get constraint shifts from Spy function shifts within 
an inte r temp or al setting. Mf course, this is die very 
essence of testing die substation hypothesis. 


over, Heckman and MaCurdy conclude 
that transitory fluctuations in income 
have no effect on female labor supply be- 
havior. In any event, because Heckman 
and MaCurdy do not really confront the 
short-run dynamics of aggregate female 
labor force participation, it is difficult to 
relate their research to the substitution 
hypothesis. 

In light of the studies of labor supply 
just discussed, what might an ideal test 
of the substitution hypothesis look like 
when micro data are involved? 13 First, 
it would surely need to produce econo- 
metric estimates of how individuals’ 
short-run (say quarterly) employment- 
unemployment decisions respond to 
unexpected cyclical variation in their real 
wages. These micro labor supply rela- 
tionships for various demographic groups 
would then have to aggregate into an 
economy-wide short-run response of em- 
ployment to cyclical movements in the 
average real wage that, based on our ear- 
lier "back of the envelope” calculations, 
has an elasticity of at least +2.0. Identify- 
ing these underlying short-run micro la- 
bor supply functions is difficult with most 
existing data, which often just record in- 
dividuals’ annual totals for the relevant 
variables (in other words, the individual’s 
decision-making period may diverge 
from the period to which the data relate); 
however, because monthly observations 
are available from the recent negative in- 
come tax experiments, it may be possible 
to use these data to examine the short- 
run labor supply (employment) decisions 
of low-income household members over 
the business cycle. 14 In light of their eli- 
gibility for income support payments, 
low-income workers seem the most likely 
candidates to follow the behavior de- 
scribed by the substitution hypothesis. 
Should we fail to And support for the 

13 We thank Jim Heckman for some useful insights 
on this issue; also see Heckman (1964). 

14 See Jean Kimmel (in progress). 
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substitution hypothesis in these data, it 
seems unlikely we will find the needed 
empirical support elsewhere. 

B. Evidence Focusing on the Role of 

Labor Demand 

Having previously discussed the ef- 
fect of a recession on the aggregate labor 
supply and demand schedules, let us now 
consider a business cycle expansion. In 
particular, let there be an increase in ag- 
gregate product demand that shifts the 
aggregate demand for labor from D to 
D' in Figure 5, where the nominal wage 
is measured on the vertical axis, and the 
price level is being held fixed as we move 
along the labor supply or demand sched- 
ule. The initial result is excess demand 
and job vacancies of N(l) — N(0). Em- 
ployers must now compare the relative 
costs and benefits of increasing their la- 
bor force versus seeking additional hours 
from existing employees. 

The choice of how to vary the labor 
input depends upon the firm’s forecast 
of future economic events as well as on 
the confidence they have in the accuracy 
of these forecasts (George Stigler 1939). 
Uncertainty over the future first leads 
firms to change hours of work per worker 
when the demand for their product and 
therefore labor shifts (M. Ishaq Nadiri 
and Sherwin Rosen 1969). Because of the 
fixed costs involved, such as hiring and 
training costs associated with changing 
the number of workers, an employment 
change will be the predominant adjust- 
ment only after employers conclude that 
the demand shift is more than just tem- 
porary. 

Refocusing our attention on an eco- 
nomic expansion, within the Walrasian 
framework an attempt on the part of em- 
ployers to secure additional labor ser- 
vices, leading to excess labor demand, 
will be accompanied by an increase in 
the nominal wage if the aggregate labor 
supply schedule is not infinitely elastic. 



Employment 

Figure 5. The Labor Market Effects of a Cyclical 
Increase in Demand 


Although an expansionary demand shock 
of the type we have been discussing 
should increase the nominal wage, its ef- 
fect on the real wage depends on the 
root cause of the increase in aggregate 
labor demand. For example, if the shift 
from D to D' in Figure 5 stems from an 
increase in product prices, then the 
change in the aggregate real wage de- 
pends on the variation in the nominal 
wage relative to the variation in the ag- 
gregate price level. If, however, changes 
in product price are not responsible for 
the increase in aggregate labor demand, 
then the real wage increases. Thus, the 
Walrasian model applied to aggregate 
outcomes yields unambiguous predic- 
tions regarding the impact of demand- 
side volatility on aggregate labor utiliza- 
tion and the nominal wage, but not on 
the real wage. 

In any event, the ultimate increase in 
the money wage in an aggregate auction 
market for labor reduces the extent of 
excess demand and die requisite change 
in total labor services necessary to rees- 
tablish -equilibrium . The new Walrasian 
equilibrium is point C in Figure 5, No- 
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tke that if the wage response to excess 
demand is incomplete, less than W(l) — 
W( 0), then the change in labor services 
utilized (supplied) is less than if wages 
are more flexible, that is, if they rise all 
the way to W(l). 

As a Anal background comment it 
should be mentioned that the elasticity 
of labor demand with respect to the wage 
rate could itself vary over the business 
cycle. Clearly, a procyclical wage elastic- 
ity would exacerbate the labor shortage 
associated with expansion and moderate 
the labor surplus during a business cycle 
contraction. Allan Drazen, Daniel Ham- 
ermesh, and Norman Obst (1984) de- 
velop a model where the wage elasticity 
of labor demand is lower for a sales-con- 
s trained firm than for an unconstrained 
firm. Because they assume that the pro- 
portion of firms facing sales constraints 
increases when aggregate economic ac- 
tivity declines, Drazen et al. expect a 
procyclical wage elasticity of aggregate 
labor demand. They use several different 
data sets, including quarterly time-series 
for U.S. manufacturing, to test this hy- 
pothesis and find weak support for it. 

I. Fluctuations in Output. It is a use- 
ful empirical exercise at this point to refo- 
cus on whether wages, employment, and 
unemployment respond to fluctuations in 
demand-side factors in the general direc- 
tions suggested by the neoclassical model 
applied to aggregate manufacturing 
data. 15 Robert Gordon (1982) uses post- 
war quarterly data on manufacturing 
workers in the United States (as well as 
the United Kingdom and Japan) to esti- 

“ We must be careful not to or e rgeoertliae results 
from quasi-aggreprte studies of a large industry such 
as manuf a c t urin g, though. There it much interindus- 
try h et e rog en eity where cyclic movements in real 
wage* and employment an concerned, and a re- 
searcher may therefore derive a much different pic- 
ture from examining m a nufact uring (or another one- 
digit industry) comp ar ed to the economy as a whole. 
For ela b o rati on see Utomas Coleman (1984, pp. 8- 

98 }. 


mate the associations among changes in 
wages, employment, hours of work, and 
nominal GNP. These variables are mea- 
sured as four-quarter overlapping rates 
of change for die periods 1962-72 and 
1963-80. During each period the vari- 
ability of both employment and hours of 
work, measured by the standard devia- 
tion of the four-quarter percentage rate 
of change, substantially exceeds the vari- 
ability of the nominal wage in U.S. manu- 
facturing. More specifically, the two 
measures of labor utilization in manufac- 
turing are at least 60 percent more vari- 
able than the manufacturing nominal 
wage. Gordon also examines the associa- 
tion between the money wage and 
changes in nominal GNP, the latter inter- 
preted as reflecting the variability of ag- 
gregate demand. 10 His findings suggest 
that a 10 percent change in the growth 
rates of nominal GNP in the current and 
preceding eight quarters leads to only a 
1.1 percent change in the growth rate 
of the current nominal manufacturing 
wage. This suggests that the response of 
the manufacturing wage to changes in 
nominal GNP is relatively small. 

Robert Gordon’s finding, that the 

16 To see this, think of die standard three-market 
(labor, money, and commodities) neoclassical macro- 
economic model. The level of employment estab- 
lished in the aggregate labor market, in conjunction 
with the aggregate capital stock, determines real out- 
put and die aggregate supply of goods and services. 
Aggregate demand links the economy-wide price 
level to real output given equilibria in both die 
money and commod i ty markets. Because real output 
can be thought of as fixed by the labor market, fluctu- 
ations in toe equilibrium price level (and thus in 
nominal GNP) reflect disturbances in aggregate de- 
mand. 

17 It Is import a nt to clarify the differences and simi- 
lari ties b e t ween die results in Table 1 and those in 
this par ag raph. Table 1 coven the entire postwar 
period with annual economy-wide observations. In 
addition, tbe elasticity estimates in Table 1 link labor 
mar ket outcomes to real, not nominal, GNP. Finally, 
despite die diff ere n ces in the signs oo tbe respective 
GNP variables, both seta of results in dicate relatively 
small responsiveness of die various labor market out- 
comet to nniy m wnr. 
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cyclic volatility of the aggregate labor in- 
put in manufacturing greatly exceeds the 
(small) cyclic volatility of the nominal 
wage, is inconsistent with the conceptu- 
alization of the manufacturing labor mar- 
ket as an auction unless both the labor 
supply curve and labor demand curve are 
highly elastic. We know of no evidence 
that would suggest this is the case. For 
example, Drazen, Hamermesh, and Obst 
(1984) report that the wage elasticity of 
labor demand in U.S. manufacturing is 
well below unity, even when it is permit- 
ted to be procyclical. When coupled with 
Robert Cordon’s finding, this casts seri- 
ous doubt on the applicability of the 
economist’s standard auction model to 
the cyclical operation of the aggregate 
manufacturing labor market. 

This conclusion is reinforced by James 
Brown (1982), who uses annual manufac- 
turing data for 1954-78 to analyze the 
relative variability of labor market out- 
comes. Simply put, the more closely and 
quickly the nominal wage mimics the 
variation in the value of labor's marginal 
product over the business cycle, the 
more one might say a simple neoclassical 
labor market underlies the data. Brown 
finds an elasticity of annual earnings per 
production worker with respect to annual 
aggregate marginal value product of labor 
in U.S. manufacturing of only about 0.3. 
When he respecifies the model to include 
lagged measures of labor’s marginal value 
product as independent variables, Brown 
estimates a long-run elasticity of earnings 
per worker with respect to marginal 
value product in manufacturing near 
unity. These parameter estimates imply 
that it takes seven years for manufactur- 
ing earnings to reflect a labor demand 
disturbance fully. Because business cy- 
cles typically run two to three years, this 
result would seem to provide little sup- 
port for the spot auction characterization 
of the manufacturing labor market. A 
seven-year adjustment process may in- 


stead be signaling a long-term contract 
between workers and firms; such labor 
market arrangements are the focus of 
Section IV. 

C. Evidence Focusing on the Interaction 

of Labor Supply and Demand 

1. Real Wages in the Great Depres- 
sion. Nominal wages fell 18 percent in 
manufacturing and 21 percent overall 
during 1929-33 (Martin Baily 1983); how- 
ever, the real wage increased by about 
8 percent overall and 11 percent in man- 
ufacturing during this period as the con- 
sumer price index declined by about 29 
percent. Moreover, both the real and 
nominal wages increased during 1933 to 
1937, even though die unemployment 
rate averaged almost 20 percent during 
this time. In particular, real compensa- 
tion in manufacturing climbed approxi- 
mately 26 percent, while workers overall 
realized a real compensation increase of 
about 11 percent. Baily attributes a por- 
tion, but not all, of these sharp increases 
in the real wage to institutional phenom- 
ena, such as union growth and the Na- 
tional Industrial Recovery Act. Alterna- 
tively, Ben Bemanke (1986) modifies the 
conventional neoclassical model of the 
firm to account for rising real wages dur- 
ing die Great Depression. 

As noted earlier, firms can vary not 
only the number of workers and ma- 
chines they employ but also the hours 
per period that these workers and ma- 
chines work. In addition, as Bemanke 
points out, die labor supply to the manu- 
facturing sector is conditional on the 
nominal wages in the non manufacturing 
sector and the value of individuals' lei- 
sure time. Profit maximization in turn 
implies that firms are likely to react to 
depressed product demand with both 
employee layois and work sharing. The 
decline in the demand for weekly hours 
will therefore have an ambiguous elect, 
ex ante, on the average real weekly wage. 
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The average real wage could actually rise 
as average weekly hours fall. Intuitively, 
if workers have a reservation level of 
earnings then firms are deterred from 
cutting earnings in exact proportion to 
the cut in hours of work. In this way, 
an increase in the average hourly wage 
is necessary to cushion the hours reduc- 
tion, lest workers quit because earnings 
fall below some reservation level. 

Bemanke estimates monthly labor sup- 
ply and labor demand equations for eight 
different manufacturing industries dur- 
ing January 1923 to December 1939. As 
expected, the estimated effect of cyclic 
changes in output on both equilibrium 
employment and hours of work is positive 
and statistically significant. He also re- 
ports an elasticity of monthly earnings 
with respect to monthly hours of less than 
one. This implies the (observed) counter- 
cyclical real monthly wages noted above. 

To conclude, while Bemanke offers an 
explanation for countercyclical real wages 
during the Depression that complements 
Baileys institutional explanations, his 
model assigns employers a degree of con- 
trol over hours worked that they may not 
have. Moreover, such employer power 
seems to us to be more indicative of a 
long-term contract whereby workers give 
up short-term control of their work hours 
in exchange for earnings that are some- 
what cushioned from business cycle 
shocks. 

2. Layoffs and Quits in the Great De- 
pression. The magnitude and composi- 
tion of unemployment during 1929 to 
1945 may shed some additional light on 
die applicability of the neoclassical model 
of the labor market. In particular, are 
the high unemployment levels hugely 
the result of layoffs accompanied by an 
increase in worker quits, as we would 
expect in an auction market for labor? 
The answer to this question, as we wiB 
see is the next paragraph, is no. 

The layoff rate in manufacturing was 


very high during 1930-32, averaging 
about 4 per 100 workers per month, and 
the monthly layoff rate was persistently 
high throughout the 1930s, averaging 
just over 3 percent during 1933-37 and 
2.7 percent during 1938-41. On the 
other hand, the monthly quit rate, which 
averaged 1.3 percent during 1930-32, 
fell slightly to 1.2 percent during 1933- 
37 and declined more noticeably, to 0.96 
percent, during 1938-40. (See Historical 
Statistics of the United States, p. 181.) 
The inverse relation between layoffs and 
quits is highlighted by the month-to- 
month changes occurring in these series 
during 1929 (W. S. Woytinsky 1942). In 
particular, employment declined dramat- 
ically during August, and the first signs 
of a downturn can be traced to the sub- 
stantial decline in the rate of hiring that 
also occurred during August. In Septem- 
ber the layoff rate began to rise and the 
quit rate fell. By December the layoff 
rate was almost three times that of its 
January to July average while the quit 
rate was approximately one-half of its av- 
erage for the first seven months of 1929. 
According to Baily (1983, p. 31), “. . . 
workers realized very quickly that alter- 
native job opportunities had deterio- 
rated.” 

3. Real Wages and Employment in the 
Postwar Period. A number of studies ex- 
amine the cyclicality of the average econ- 
omy-wide real wage in the postwar pe- 
riod with conflicting results. Ronald 
Bodkin (1969), Salih Neftci (1978), and 
Alan Stockman (1983) find a procyclical 
aggregate real wage in the United States; 
Thomas Sargent (1978) concludes that the 
real wage is countercyclical; and Patrick 
Geary and John Kennan (1982) and 
Thomas Coleman (1984) find an absence 
of any cyclicality. Along these lines, Cole- 
man extensively analyzes postwar aggre- 
gate data noting that die conclusion to 
be drawn concerning the cyclicality of 
the aggregate real wage depends cru- 
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cially on the sample period (also see 
George Kahn 1984). After dismissing Sar- 
gent’s countercyclical result because of 
a lack of robustness, Coleman concludes 
that the aggregate real wage was acyclical 
during the postwar period. An exception 
to this is the decade of the 1970s, when 
it was procyclical as energy price shocks 
led to a recession, rising prices, .and a 
falling real wage. Thus, researchers who 
find a procyclical real wage tend to be 
examining periods dominated by the 
1970s. 

More recent research on real wages 
over the business cycle uses individual 
data to examine whether the conclusions 
drawn from aggregate data are perhaps 
altered when the researcher considers 
that the business cycle can affect sample 
composition. Let us elaborate. Cyclic 
fluctuations in the aggregate real wage 
are dampened if recessions cause rela- 
tively low-wage workers to lose employ- 
ment while macroeconomic expansions 
lead them to gain employment. On the 
other hand, this effect can be more than 
offset by relatively high-wage workers 
moving into relatively low-wage jobs dur- 
ing recessions and by relatively low-wage 
workers moving into relatively high-wage 
jobs during macroeconomic expansions 
(James Heckman and Cuilherme Sedla- 
cek 1985). In this way, cyclic movements 
in the aggregate real wage can actually 
be amplified by employment composi- 
tion effects. These issues are addressed 
in Stockman (1983), Mark Bils (1985), 
Coleman (1984), and Michael Keane, 
Robert Moffitt, and David Runkle (1986). 
The basic conclusion emerging is that the 
results from the aggregate data summa- 
rized in the last paragraph remain intact; 
sample composition effects are empiri- 
cally unimportant for the issue. The real 
wage is acyclical in the postwar period, 
except for the 1970s when it is procyclical 
for the reasons mentioned earlier in this 
section. 


Martin Weitzman (1984, 1965) ad- 
dresses the real wage rigidity we have 
been discussing with an eye to a pol- 
icy recommendation. In particular, he 
suggests an alternative compensation 
scheme characterized by a greater de- 
gree of aggregate real wage flexibility 
(than we currently have) to mitigate the 
use of layoffs by employers during an eco- 
nomic slowdown. What Weitzman rec- 
ommends is a pay system more like that 
of many workers in Japan who, in addi- 
tion to their regular wage, receive a bian- 
nual bonus that is tied to the firm’s prof- 
its. If U.S. workers would somehow 
accept such an arrangement to a greater 
degree than they now do, then wages 
would be more flexible downward during 
a recession in turn mitigating the decline 
in employment sought by profit-maxi- 
mizing firms. By getting wage flexibility 
“through the bade door,” the share sys- 
tem would exhibit greater macroeco- 
nomic stability. 

Weitzman likens the problem of reces- 
sion-induced layoffs to that of pollution 
externalities because individual agents 
do not have an economic incentive to 
consider the economy-wide implications 
of the pay scheme they adopt; however, 
he largely ignores either the possibility 
of self-employment or the fact that under 
a wage system die youngest, most mo- 
bile, workers are often the ones primarily 
exposed to cyclical unemployment as lay- 
offs tend to be based on seniority or work 
experience. Workers concerned with sta- 
bilizing their real earning power in the 
latter part of their working lives will 
prefer rigid real wages and a compara- 
tively small risk of a job loss due to a 
layoff (with income supplemented by un- 
employment compensation) to wages that 
regularly fluctuate over the business cy- 
cle, which would be the case under a 
share system of compensation. In light 
of such 4ife-cyde considerations and ride 
factors, which Weitzman generally ig- 
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nores in evaluating the merits of a share 
system versus a (rigid) wage system, is 
social welfare clearly greater if we con- 
vert to a compensation arrangement 
whereby all workers accept greater life- 
time income variability in order to stabi- 
lize the employment of a relatively few 
newer workers? 18 We contend that the 
answer to this question is no. While a 
rigid real wage may have the undesirable 
property of magnifying the use of layoffs 
during an economic downturn, econo- 
mists should hesitate to label this a sub- 
optimal situation and remember that the 
wage system has been chosen by most 
firms and workers in the United States. 

More to the main point of this review, 
however, is that an acyclic aggregate real 
wage means that for a theoretical model 
of the aggregate labor market to be taken 
seriously it must imply at least approxi- 
mate independence between the aggre- 
gate real wage and employment — a pro- 
cyclical variable. This is really not very 
restrictive because in an auction-market 
setting with both labor supply and de- 
mand schedules subject to random dis- 
turbances, real wages and aggregate em- 
ployment may easily be uncorrelated. As 
Kerman (1983) and Seater (1985) empha- 
size, we need to know more about the 
determinants of cyclical shifts in aggre- 
gate labor supply in order to judge the 
empirical performance of an equilibrium 
model properly. Along these lines, Ken- 
nan (1983) develops a set of equilibrium 
labor market models characterized by a 
common labor demand specification but 
containing alternative labor supply func- 
tion specifications. His research goal is 
to determine which model, if any, pro- 
duces time-series hypotheses concerning 
the aggregate real wage and employment 

“la Seeds* V we Htcatt tome recent atteanti 
to tiafid • Wjor aurket mode) incorporating the ai»- 
tfnctioB betwee n new and relatively experienced 

werteta. 


that are consistent with postwar U.S. 
data for manufacturing. 

In each of Kennan’s models labor 
demand follows a partial adjustmen 
scheme coupled with one of three differ- 
ent labor supply structures: (i) current 
labor supply depends on the quantity 
supplied in the previous period and on 
a geometric average of expected future 
real wages, (ii) current labor supply de- 
pends on the current real wage and on 
the expected permanent real wage, or 
(iii) current labor supply depends on f 
contractual arrangement between work- 
ers and firms such that during a worker’, 
tenure wages are smoothed over business 
cycles. 

Kennan estimates the three models 
outlined above with monthly data on tota 
employee hours worked and real wage: 
for production workers in U.S. manufac- 
turing during 1948 to 1971. His most in- 
teresting empirical result is that fluctua- 
tions in employee hours do not appear 
to cause (lead) real wage changes, while 
real wage disturbances appear to cause 
(lead) fluctuations in total employee 
hours. In other words, real wages anc 
employee hours do not appear to be 
jointly determined for manufacturing 
production workers. Instead, movements 
in employee hours in manufacturing ap- 
pear to be induced by prior changes in 
real wages. Although his parameter esti- 
mates are sensitive to the sample perioc 
(and occasionally are implausible in mag- 
nitude), Kennan’s primary empirical re- 
sult is that the comovement of total em- 
ployee hours and the real wage in 
manufacturing is sluggish and that the 
model including both long-term contract- 
ing and wage smoothing (labor supply 
specification (iii) above) is the preferred 
one. 

To conclude, the feet that the various 
behavioral implications of the conven- 
tional neoclassical labor market model so 
frequently conflict with the economy- 
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wide or aggregate manufacturing data for 
the United States casts serious doubt on 
the empirical acceptability of that con- 
ceptual framework. Attempts described 
in this section to reformulate the neoclas- 
sical labor market model are refreshing 
and could be viewed as implying that a 
well-specified auction model of the ag- 
gregate labor market is closer to the “cra- 
dle” than to the “grave.” 

III. Disequilibrium Analysis 

In Figure 6, the straight line ABD' is 
the standard labor demand schedule, 
which has also been called the notional 
demand for labor. Now suppose that the 
economy has just entered a recession, 
so that the real wage must fall to u>(0) 
in order to restore full-employment equi- 
librium, which is where notional demand 
equals the notional (standard) supply of 
labor schedule, S. The essence of so- 
called labor market rationing is that in a 
recession firms may determine that they 
are able to sell no more than a given 
level of output, call it Q(l) (Robert 
Clower 1965; Robert Barro and Herschel 
Grossman 1971; Edmond Malinvaud 
1977; Drazen 1980). As a result, only em- 
ployment level N( 1) can be sustained. In 
terms of Figure 6, the effective demand 
for labor is only ABN(l) so that at (the 
assumed to be rigid) wage io(0) employ- 
ment is only N(l). One result of this is 
cyclical unemployment equal to N(0) — 

N(l). 

Models of rationed work opportunities 
are an attempt to release empirical labor 
market analysis from the “strait jacket” 
of an auction, primarily because the gar- 
ment does not seem to fit the “patient. ” 
Labor market rationing may exist be- 
cause prices (and presumably wages) are 
difficult to set correctly so drat firms 
make quantity (output and employment) 
adjustments rather than price (product 
price and wage) adjustments. A model 


RmI 



Figure 6. Rationed Work Opportunities aad 
Cyclical Unemployment 


of the labor market where work opportu- 
nities may be rationed can be consistent 
with many of the empirical phenomena 
observed during U.S. business cycles, in- 
cluding countercyclical layoffs and pro- 
cyclical employment movements paired 
with real wages that are relatively insen- 
sitive to aggregate fluctuations. It also 
permits the existence of large-scale cycli- 
cal unemployment. We now turn our at- 
tention to the empirical research in this 
area. 

A. Evidence Focusing on the Role of 

Labor Supply 

When work opportunities are ra- 
tioned unemployment is part of desired 
labor supply — workers would like to be 
employed at the going wage rate but 
their offers are not accepted by firms. 
As a result, many empirical studies of 
rationing as an explanation for cyclical 
unemployment have focused on testing 
the hypothesis that unemployment is 
part of desired employment It is also 
possible to confront the rationing issue 
by making use of survey information on 
workers who report employment restric- 
tions dftecdy to infer the importance of 
these perceived r e st ric t io ns . We now 
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discuss each of these approaches to 
studying labor supply constraints in turn. 

1. Unemployment as Part of Desired 
Labor Supply. Ashenfelter (1980) treats 
unemployment as a possible exogenous 
constraint on labor supply in a one-period 
static model of aggregate consumption 
and work behavior. He assumes that de- 
sired hours of work are the sum of ob- 
served work and some unknown fraction, 
a, of time unemployed during the deci- 
sion period. This is described by equa- 
tions (1) and (2), below. 

N(t)* = N(t) + aU(t), (1) 

where N(t)* * desired hours of work, 
N(t) a® actual hours of work, 

U(t) ss hours of unemployment, 
and 

a * the proportion of time 
spent unemployed that 
the individual desires to 
work in the labor market. 

Rearranging (1) and adding a random dis- 
turbance term, e(t), yields 

N(t) = N(t)* - aU(t) + e(t). (2) 

In Ashenfelter’s equation (2) the individ- 
ual’s unemployment spell, U(t), is exoge- 
nous. This means that hours of un- 
employment in period t become an 
independent variable in the labor supply 
equation explaining the individual’s cur- 
rent observed hours of work, N(t). Ana- 
logously, the aggregate unemployment 
rate becomes an independent variable in 
an aggregate labor supply function. 

With the appropriate caveat that Ash- 
enfelter’s estimates show sensitivity to 
estimation technique and the assumed 
properties of elf), we note his results that 
only during the Great Depression does 
an unemployment constraint seem to be 
affecting aggregate hours of work. In 
particular, Ashenfelter estimates the pa- 
rameters of both a constrained and un- 
constrained aggregate labor supply-con- 


sumption system. The parameters of the 
two models differ essentially only during 
the Great Depression. In other peri- 
ods Ashenfelter concludes that the auc- 
tion-market framework is preferred. 
This is based on the Law of Parsimony, 
whereby when two theories perform 
equally well empirically, the simpler one 
is preferred. 

It is difficult to accept the maintained 
hypothesis that unemployment is a sur- 
prise to the worker, though. Ashenfelter 
and John Ham (1979) weaken this back- 
ground assumption somewhat by consid- 
ering the possibility that an individual 
may foresee future unintended unem- 
ployment. This foresight is in turn re- 
flected in the parameters of the labor 
supply equation, including during peri- 
ods when the (exogenous) unemploy- 
ment constraint is not actually in effect. 
The basic theoretical implication of such 
a situation is that labor supply constraints 
will cause a redistribution of work to un- 
constrained periods. As before, the em- 
pirical “twist” in this research is the use 
of unemployment as an independent var- 
iable in a labor supply equation. To be 
more specific, Ashenfelter and Ham en- 
tertain two cases: one specification of the 
labor supply function in which the unem- 
ployment constraint is anticipated and 
one in which it is unanticipated. Specifi- 
cation tests with micro data for prime- 
aged males suggest that periods of unem- 
ployment go unforeseen and that hours 
of unemployment is an endogenous vari- 
able so an econometric framework recog- 
nizing this is probably required. 

The empirical literature that attempts 
to incorporate observed unemployment 
into an estimated labor supply function 
and to use the resulting parameters to 
infer the (involuntary nature of that un- 
employment suffers from a number of 
conceptual and operational defects. If the 
individual takes an active role in deter- 
mining his or her unemployment experi- 
ence, then the duration of unemploy- 
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ment is part of the optimal allocation of 
time (Heckman, Killingsworth, and Ma- 
Curdy 1981; Pencavel 1986). The econo- 
metric model should then take this possi- 
ble endogeneity into account. Moreover, 
the substitution hypothesis implies not 
only that unemployment experience is 
endogenous but also that it is embedded 
in a life-cycle context. 19 In the next sec- 
tion we consider research that confronts 
the rationing issue more directly by using 
survey information on workers who re- 
port themselves as restricted in their la- 
bor market choices. In some cases, the 
empirical work that takes this tack also 
tries to confront the research problems 
raised in this paragraph. 

2. Using Survey Data on Labor Mar- 
ket Constraints. Ham’s (1977) econo- 
metric analysis of individual labor supply 
incorporates sample information on men 
who report they are working more or 
fewer hours than they would like to 
work. The issue can be clarified by 
looking at the three points in Figure 7, 
which illustrates the three possible 
categories — overemployment, underem- 
ployment, and equilibrium — into which 
a man may report himself. 20 Of course, 
any self-reported interpretation of an 
economic situation must be viewed with 
caution. With this in mind we note that 
Ham’s primary research goal is to com- 
pare two sets of labor supply parameter 
estimates — (i) those emerging when the 
data are preclassified into the three 
groups described in Figure 7 and (ii) 
those based on the usual ex ante assump- 
tion that all workers are at an equilibrium 
tangency position described by point A 
in Figure 7. Ham finds that the two sets 

** For elaboration tee Tbomat Kniesner and Arthur 
Goldsmith (1965, pp. 215-21). 

“Calculation* we have made with Ham's data set, 
the University of Michigan's Panel Study of Income 
Dynamics, reveal that 29 percent of the men experi- 
enced at least one year with some overemployment 
and 67 percent exp eri enced at least one year with 
some underemployment. 



Figure 7. Overemployment. UiKlcreinplovinent. 
and Auction-Market Equilibrium 


of parameter estimates imply similar 
responses of hours of work to changes 
in wages and unearned income. Such a 
conclusion also emerges from Ham 
(1982). 

In closing, we noted earlier that a num- 
ber of economists have strongly criticized 
the research on rationing because of 
the assumption of exogenous unemploy- 
ment. The essence of the issue is that if 
hours of unemployment, 17(f), are deter- 
mined by the individual jointly with his 
hours of work, N(t), then ordinary least- 
squares estimates of a in Equation 2 are 
inappropriate and a simultaneous equa- 
tion procedure is required to account for 
the endogeneity of (/(f). The application 
of such a simultaneous equation proce- 
dure requires instrumental variables that 
help to determine U(t) but that are unre- 
lated to the individual's hours of work, 
N(t). (See Ham 1983, 1986 for elabora- 
tion.) In our judgment, this procedure 
cannot be realistically implemented be- 
cause everything that affects desired la- 
bor supply should also affect the individ- 
ual’s unemployment experience, and 
vice-versa. Simply put, it would be an 
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odd labor market indeed where an exoge- 
nous variable that affects unemployment, 
through say layoffs, does not affect hours 
worked by the employed. (For more dis- 
cussion see Pencavel 1986.) 

This completes our discussion of em- 
pirical research that attempts to test for 
constraints on the supply of labor. We 
now turn our attention to whether econo- 
metric research that includes a role for 
labor demand in conjunction with labor 
supply improves our understanding of 
this gap. 

B. Evidence Focusing on the Role of 

Labor Supply and Demand Together 

Many older empirical studies of labor 
market disequilibrium focus on differ- 
ences between actual and desired input 
quantities (Nadiri and Rosen 1969). In 
these models employers suffer costs from 
being out of equilibrium, and adjustment 
toward an optimum requires additional 
costs. As a result, one expects partial ad- 
justment by a firm to its employment 
equilibrium. To test this hypothesis, re- 
searchers then specify a model of partial 
adjustment with a coefficient that mea- 
sures the fraction of any disequilibrium 
eliminated during a given period of time. 
This estimated adjustment coefficient al- 
lows inferences regarding whether dis- 
equilibrium exists. Specifically, if the es- 
timated adjustment coefficient is unity, 
no gap between actual and optimal input 
use ever obtains. 

Other research on disequilibrium pre- 
sents a different type of disequilibrium 
model (Barro and Grossman 1971; Ray 
Fair and Dwight Ja See 1972). Here mar- 
kets are characterized by equilibrium, 
excess supply, or excess demand. In 
equilibrium, the quantity bought and 
sold is determined by the intersection 
of the supply and demand curves. Dis- 
equilibrium theory suggests that the 
quantity observed is dm minimum of the 
quantity supplied and quantity de- 
at the current wage. As a result, 
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observed employment is: (i) on the sup- 
ply function if the quantity of labor de- 
manded exceeds the quantity supplied 
or (ii) on the demand function if the quan- 
tity of labor demanded falls short of the 
quantity supplied. This situation is de- 
picted in Figure 8 by the heavily shaded 
segments of S and D, respectively. 

1. A Primer on Disequilibrium Mod- 
els. One way to shed light on the issue 
of whether a labor market clears is first 
to estimate separately an equilibrium 
model and a disequilibrium model and 
then determine which of the two is a bet- 
ter empirical representation of observed 
labor market outcomes. Of course, there 
is some disagreement over the best way 
to estimate the disequilibrium model (G. 
S. Maddala 1986). 

An alternative procedure is to use 
qualitative information on wage changes 
to infer whether data sort into a period 
of excess demand or excess supply. Spe- 
cifically, when the real wage fells, this 
can be interpreted as a period of excess 
supply of labor; when the real wage rises, 
this can be interpreted as a situation ol 
excess demand. (Observations for whicl 
there is no change in the wage may b< 
allocated to either category.) Labor sup 
ply and demand functions are then esti 



Kniesner and Goldsmith: Models of the Aggregate U.S. Labor Market 1263 


mated separately using the observations 
judged as lying on that particular sched- 
ule. For example, those observations on 
wages and employment corresponding to 
excess labor demand (al, a2, a3, o4, and 
a5 in Figure 8) can be used to estimate 
the labor supply function, while those 
observations corresponding to excess la- 
bor supply (bl, b2, b3, b4, and b5 in 
Figure 8) can be used to estimate the 
labor demand function. This technique 
is known as a switching regression model 
because it characterizes labor market 
data as switching between periods when 
observations map out the labor demand 
function and periods when they trace out 
the labor supply function. (See Maddala 
1986 for a more technical discussion.) 

In any case, whether a more standard 
(say, partial adjustment) approach or the 
switching technique is adopted to esti- 
mate the disequilibrium model, the key 
issue remaining is how to judge the em- 
pirical performance of a disequilibrium 
model versus one that characterizes all 
observations on wages and employment 
as lying at the intersection of supply and 
demand. 21 The literature contains three 
ways to make such a judgment. First, 
one can construct a test statistic for the 
null hypothesis that the aggregate labor 
market is always in equilibrium against 
the alternative that it is not. Second, one 
can compare the signs and magnitudes 
of the estimated parameters from the two 
alternative models with each other and 

11 A related issue is that the annual unemployment 
rate is always positive. This could leave the impres- 
sion that excess supply of labor is chronic. If this 
were the case, then all wage and employment obser- 
vations lie on die labor demand curve. Therefore, 
using a sophisticated estimation technique, such as 
• switching r egre ssi on model, would be unnecessary 
because only labor demand need be animated. Ricb- 
•rd Quandt and Harvey Rosen (1965a), using annual 
observ at ions on the U.S. economy for 19RB-T9, reject 
•be hypothesis of chronic escaas supply to theagpe- 
W® Moor market This reauh suggests that a switch- 
fog regression Is the more ap prop ria te way to esti- 
m *i* the par ameter s of an aggregate labor marioet 
node!. 


with their expected values. Third, one 
can use the estimated coefficients from 
the two respective models to forecast un- 
employment and then compare these 
forecasts with actual unemployment 
data. 

Of course, underlying any attempt to 
judge the relative empirical performance 
of an equilibrium versus disequilibrium 
model is the specification of the struc- 
tural equations. By design, the structural 
equations of the two respective models 
tend to be quite similar. The typical spec- 
ification of the labor market equilibrium 
model entails a labor demand equation 
(represented by an expression for the 
marginal productivity of labor), a labor 
supply equation (expressed as a function 
of the real wage rate and unearned in- 
come). and an equation describing the 
quantity of labor firms utilize (which is 
the standard reduced-form equation for 
the equilibrium quantity of labor in a 
supply-demand system). Four equations 
typically make up the labor market dis- 
equilibrium model. The labor supply and 
demand expressions are identical to 
those of their equilibrium counterpart; 
the other two equations describe the 
quantity of labor firms use and the real 
wage adjustment process. More specifi- 
cally, the quantity of labor services em- 
ployed is usually the minimum of labor 
supply and demand, and real wage move- 
ments usually depend on excess labor de- 
mand and noncompetitive factors. More 
complex disequilibrium models than this 
do exist, though, and a few are worthy 
of further mention. 

Glenn Rudebusch (1986) incorporates 
prior information on die extent of labor 
market excess demand, including help- 
wanted advertising, and allows both la- 
bor supply and demand to follow partial 
adjustment schemes. Even more com- 
plete is the model development in Har- 
vey Rosen and Richard Quandt (1985) 
which, among other things, allows prices 
to be endogenous, accounts for the ef- 
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feet s of past wage and price changes on 
the current nominal wage, utilizes unem- 
ployment data to help identify an excess 
demand for labor situation, and lets some 
of the error terms be serially correlated. 
Finally, Vassilis Hajivassiliou (1986) 
broadens the typical analysis to address 
the issue of multimarket (dis)equi- 
librium. His model permits some sectors 
to have excess demand for labor while 
others have excess supply. Movements 
in aggregate employment are in turn re- 
lated to the proportion of markets in ex- 
cess demand versus those in excess sup- 
ply. 

Having gained a little general theoreti- 
cal background into disequilibrium mod- 
els of the aggregate labor market we now 
examine die evidence concerning their 
empirical performance. 

2. The Relative Empirical Perfor- 
mance of Disequilibrium Models. Esti- 
mated parameters of the disequilibrium 
models just described, regardless of the 
specification or manner in which they are 
estimated, 22 are usually consistent with 
a priori expectations. More specifically, 
because Rosen and Quandt (1978) and 
Quandt (1983) estimate both equilibrium 
and disequilibrium models, they are able 
to construct a likelihood-ratio test of the 
equilibrium hypothesis. Both studies re- 
ject the null hypothesis that the labor 
market is always in equilibrium. More- 
over, Romer’s traditional disequilibrium 
specification 23 as well as the forward- 
looking disequilibrium model adopted by 


**In general, the date used arc economy-wide 
annual average* beginning in 1929. Exceptions are 
Hajivassiliou (1966) and Rudebusch (1966), who 
use aggr egate postwar Quarterly data. 

° Boner (1961) revise* Rosen and Quandt’s (1978) 
dheqntitfiriuai model by discarding their assumption 

equation and instead drops nonlabor Jncoroe'lrom 
toe model. The logic behind this is that, while the 
a p p rop riat e model incorporates saving decisions, 
m is limitations prevent treating nonlabor income as 


Jonathan Eaton and Quandt (1981) 34 gen- 
erate plausible predicted values for the 
unemployment rate over the sample pe- 
riod. For example, the simple correlation 
between the unemployment rate pre- 
dicted by Romer's model and the annual 
unemployment rate exceeds 0.9 for the 
period 1930-73. Similarly, the more 
elaborate disequilibrium models of 
Hajivassiliou (1966), Rosen and Quandt 
(1985), and Rudebusch (1986) generate 
very accurate predictions of labor market 
outcomes. For instance, when Rosen and 
Quandt (1985) regress the actual value 
on the predicted value for each of the 
endogenous variables in their model, the 
resulting R 2 ’s fall in the range 0.911 to 
0.997. 

The empirical results in the studies 
discussed in this section show that a dis- 
equilibrium model can track aggregate 
labor market outcomes quite well. This 
conclusion cuts across a variety of mo- 
del specifications, estimation techniques, 
and evaluation criteria. Most impor- 
tantly, it appears that an econometric 
representation of the aggregate labor 
market that allows for frequent disequi- 
librium is clearly preferred to an equilib- 
rium representation. 23 Suppose that we 
accept a finding of frequent disequi- 
librium in the aggregate labor market. A 
logical question to ask next is what might 
be the cause of it? Some economists say 
it is transaction costs that lead to sluggish 
real wage adjustments when labor supply 
or demand is disturbed. 

3. Transaction Costs and Wage 
Changes. Proponents of the transaction 
costs argument emphasize that firms’ de- 


M Eaton and Quandt (1981) also estimate the Rosen 
and Quandt (1978) disequilibrium model after re- 
specting; the labor suppy equation. They add the 
wrinkle mat s ggi eg ale labor supply may be influ- 
enced (reduced) by the possibility that the labor mar- 
ket will have future excess supply. 

“Readers desiring additional discussion of this 
conclusion with a cross-national focus should consult 
Maftnvsud (1964). 
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cisions to change the nominal wage are 
not made lightly. Aa a result, real wages 
may not adjust quickly enough to prevent 
cyclical unemployment. Moreover, it 
takes time for workers to observe new 
employment opportunities or the lack of 
them and to adjust their labor supply ac- 
cordingly. For example, workers need 
time to alter their labor market expecta- 
tions and to drop out of the labor force 
or to accept employment that was previ- 
ously refused (Milton Friedman 1068). 
It also takes time for firms to assure 
themselves that a particular economic 
event merits a wage response. Employ- 
ers associate substantial costs with fre- 
quent wage adjustments (Albert Rees 
1970). Most of the direct and indirect 
costs associated with administering wage 
changes are evident; however, certain in- 
direct costs are not readily apparent and 
are difficult to quantify. Nonetheless they 
must be accounted for to understand why 
employers often resist wage changes. For 
instance, wage changes can raise trouble- 
some questions of internal equity that 
may adversely affect a firm's labor pro- 
ductivity. 

The transaction costs explanation of 
cyclical real wage rigidity and unemploy- 
ment is certainly plausible. It is hardly 
controversial to argue that changes in in- 
tended labor supply or demand may take 
a number of months, possibly even a 
year, to be implemented because Of ad- 
justment costs; however, a major obsta- 
cle to testing die hypothesis that real 
wages are rigid as a result of slow nominal 
wage adjustments on the part of firms 
or slow labor supply adjustments on the 
part of workers is that several key variables 
are latent, including transaction costs 
themselves. In the remainder of this sec- 
tion we describe some attempts to imple- 
ment empirically a transaction cost model 
of the labor market. 

The papers by Pencavel (1982) and 
Louis Christofides (1985) represent, to 


our knowledge, the first careful em piric a l 
attempts to consider transaction costs 
when investigating labor market out- 
comes. Because of the costs associated 
with altering wages, such transaction 
costs may influence not only the fre- 
quency of wage changes but also the mag- 
nitude of wage settlements (Rees 1970). 
Pencavel considers the possibility that, 
because of transaction costs, a variable 
may affect the likelihood of a wage change 
without necessarily affecting die magni- 
tude of the change. He tests this hypoth- 
esis with quarterly data on die British 
coal industry for 1948-75 and finds, for 
example, that an increase in die rate of 
change of consumer prices significandy 
enhances the likelihood of a nominal 
wage change in the British coal industry; 
it does not influence the extent of that 
wage change, though. 

Transaction costs are largely a latent 
variable in Pencavel's empirical model. 
Although they are accorded a fundamen- 
tal theoretical role by Christofides, trans- 
actions costs are still not totally explicit 
in his empirical examination of incomes 
policies and union wage contract dura- 
tion in Canada. Christofides’ focus is on 
the maintained hypothesis that contract 
duration and transaction costs are posi- 
tively related. He uses the duration of 
past contracts as a surrogate for current 
transaction costs and therefore argues 
that relatively long previous contracts 
should lead to relatively long current 
contracts. Christofides tests this hypoth- 
esis with quarterly data on Canadian la- 
bor union contract s during 1966-81. As 
expected, coefficients on past contract 
length are positive and indicate a statisti- 
cally significant effect on the length of 
the current contract agreement 

The resea rch described fa the last two 
paragraphs illustrates the difficulties as- 
sociated with trying to implement a 
model of the aggregate labor market af- 
fording transaction costs a major rok. A 
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similar difficulty has been noted with at- 
tempts to introduce the costs of transact- 
ing into die analysis of households' be- 
havior. Robert Poliak (1985, p. 606) 
writes, "A principal defect of the transac- 
tion cost approach is its failure to provide 
a structure for rigorous econometric in- 
vestigations. Developing such a frame- 
work requires incorporating the insights 
of the transaction costs approach into for- 
mal models and specifying such models 
in sufficient detail to permit their estima- 
tion.” In the case of labor market re- 
search the problem has not been the de- 
tail of the theoretical models, but rather 
the almost total lack of any credible mea- 
sure of the transaction costs themselves. 
It will probably be a long time before 
the data become available (if ever) to im- 
plement a detailed empirical model of 
the aggregate labor market where the ob- 
served cyclical behavior of participants 
is explicitly linked to transaction costs. 

4. Where Does the Research on Dis- 
equilibrium Lead Us? The research dis- 
cussed in this section suggests frequent 
labor market disequilibrium resulting in 
involuntary cyclical unemployment. 
While rigid real wages may be responsi- 
ble, efforts to dig more deeply into the 
reasons for this rigidity are in their em- 
pirical infancy. Perhaps as a sign of their 
frustration, researchers frequently just as- 
sume that wages are rigid without stating 
a reason. The main objective of research 
on the labor market should be to estab- 
lish a model where unemployment and 
rigid wages are jointly endogenous, 
though (Drazen 1960). Along these lines, 
what appears to be employment ration- 
ing may be the result of calculated deci- 
sions by employers, in conjunction with 
their work force, rather than some exoge- 
nously imposed phenomenon. If workers 
consent to a labor market relationship 
where their employment may frequently 
diff e r from what they would most like 
to supply at the current real wage, then 


an incentive for long-term contracting 
between workers and firms exists. Thus, 
the evidence pointing us away from an 
auction market for labor seems to be 
pointing us toward the possibility of long- 
term labor market contracting. 

IV. Long-Term Contracting 

The twentieth century has witnessed 
a radical transformation of the American 
work environment (Donald Parsons 
1986). The average size of the workplace 
increased markedly while the portion of 
die work force self-employed declined 
from almost 50 percent in 1900 to about 
8 percent today. Parsons argues that, "As 
the size of the workplace grew, the need 
for explicit and implicit employment con- 
tracts to define and regulate the employ- 
ment relationship grew correspond- 
ingly.” So, while there seems reason to 
believe that theoretical models of long- 
term labor market contracts may shed 
important light on the cyclical covariation 
of wages, employment, and unemploy- 
ment, such models must face the same 
stringent test we applied to the others 
discussed earlier. Specifically, can an ex- 
plicit or implicit contract model imply 
the observed business cycle variations in 
wages (unemployment in the United 
States? 

A. Explicit Contracts: Theory and 

Evidence 

An explicit labor contract codifies ex 
ante the relationship between economic 
conditions and certain characteristics of 
the employment relationship. Unkm- 
management collective bargaining agree- 
ments, resulting in explicit labor market 
contracts, currently cover about one-fifd 
of the labor force in the United States 
One possible explanation for the popular 
ity of explicit, as opposed to implicit, con 
tracts is the lower costs of enforcing sue 
arrangements. 
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A variety of factors influence the out- 
come of labor-management negotiations. 
In particular, the content of the contract 
may be heavily influenced by (i) wages 
offered by other employers, (ii) the firm’s 
desire to attract its optimal amount and 
quality of labor, (iii) workers’ desire to 
protect their earning power from erosion 
by inflation, and (iv) the political inter- 
ests of the union’s leader and the firm’s 
executives. This list is certainly not com- 
plete and is merely meant to motivate 
our discussion of theoretical models of 
explicit union contracts and their subse- 
quent economic consequences. 

1. Union Contracts. If a general mo- 
del governing the setting of union wage 
and employment levels can be iden- 
tified, then the predicted behavior of 
union wages and employment over the 
business cycle can be compared to aggre- 
gate variations in these outcomes. Such 
an exercise may reveal the extent to 
which union contracts (and any nonunion 
contracts that mimic them) permeate the 
aggregate labor market. 

For the purpose of discussion, suppose 
that unions are concerned with both the 
rate of compensation and the level of em- 
ployment of their members. In seeking 
to maximize the welfare of the rank and 
file, the union will be willing to trade 
off employment against real wages. The 
preference of a union with respect to 
these two variables may be represented 
by the indifference curves labeled 1/(1) 
and 1/(2) in Figure 9, where (/( 2) corre- 
sponds to a higher level of utility than 
U(l). Employers will also be interested 
in the levels of employment and workers’ 
compensation. They will be indifferent 
between wage-employment combina- 
tions that leave profits unchanged. Such 
employer trade-offs may be represented 
by the isoprofit curve* F( 1) and P( 2) in 
Figure 9, where profits at f(2) exceed 
those at P(l). An isoprofit curve is posi- 
tively sloped at those employment levels 
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Figure 9. Worker Preferences. Employer 
Preferences, and Wage-Employment 
Outcomes in a Unionized Labor Market 


where labor’s marginal revenue product 
exceeds its marginal cost and negatively 
sloped where marginal revenue product 
is less than labor’s marginal cost. Mar- 
ginal revenue product equals the mar- 
ginal cost of labor at the peak of each 
isoprofit curve, therefore. Because the 
demand for labor is the locus of points 
for which marginal revenue product and 
marginal labor cost are equalized, the la- 
bor demand schedule (AIFG) is also the 
locus of the peaks of the isoprofit curves. 

An efficient contract is defined as those 
wage-employment combinations where 
neither die union nor the employer could 
be made better off without making die 
other party worse off. For example, point 
B is inefficient because moving to point 
C increases the union’s satisfaction, while 
leaving the employers profits un- 
changed. Moving from point B to point 
D holds die union's level of satisfaction 
constant and increases employer profits. 
If, for example, negotiations b e g in at 
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point B, then mutual gains occur when 
the bargaining process leads to a point 
in the shaded lens-shaped area repre- 
senting higher levels of both worker satis- 
faction and employer profits. Each point 
on the line segment known as the con- 
tract curve (DC) consists of a tangency 
between an employer’s isoprofit curve 
and a union’s indifference curve. No fur- 
ther mutual gains from trade are possible 
once the parties reach an agreement 
along this locus of efficiency points (the 
contract curve). 

According to John Dunlop (1944), it 
may prove insightful to view the behavior 
of a union as simply that of a monopoly 
seller of labor. Specifically, he suggests 
that we interpret the union as specifying 
a compensation level and then allowing 
the firm to select the level of employ- 
ment that maximizes its profits. As a re- 
sult, if the union in Figure 9 chooses real 
wage w( 0), say, the profit-maximizing 
firm will choose employment level N(0). 
Note that this particular outcome is not 
on the contract curve, which means that 
if the union acts as Dunlop’s monopoly 
seller of labor, then the resulting wage- 
employment outcome is likely to be inef- 
ficient. 

On the other hand, suppose that union 
and management negotiators maximize 
joint welfare, regardless of the wage es- 
tablished during collective bargaining. 
This requires that (w, N) be chosen so 
that the rate at which the employer is 
willing to trade wages off against employ- 
ment is identical to the rate at which the 
union is willing to trade them off (we 
are at a tangency of a P curve and a U 
curve in Figure 9). The two parties then 
operate on the contract curve, and the 
negotiated contract is efficient. In this 
case, if collective bargaining yields w(l) 
then employment would beN(l), and the 
firms profits would be less and its wage 
bill greater than the outcomes implied 
by the monopoly model at wage w(l). 


The above two stylizations of union- 
management behavior tend to generate 
different conclusions regarding the effi- 
ciency properties of union contracts. It 
is important to recognize, though, that 
other outcomes are surely possible be- 
cause of the complex nature of contract 
negotiation. Deception is a common 
characteristic of the collective bargaining 
process because the parties have incen- 
tives not to reveal their true intentions. 
As a result, one party’s perception of the 
other’s payoff function is probably dis- 
torted, and there is no guarantee that 
the Pareto frontier will be reached. Thus, 
there seems to be no compelling reason 
either to presume ex ante that union- 
management contracts are efficient or to 
presume that they are inefficient. 26 More 
importantly, whether efficient and ineffi- 
cient union contracts affect the variability 
of wages and employment over the busi- 
ness cycle differently is still an unan- 
swered question, a priori. We also have 
little to say generally about the expected 
impact of explicit union contracts on the 
cyclicality of wages and employment. 
Hence, it is not very clear (as yet) how 
theoretical microeconomic research on 
union-management bargaining behavior 
can help us understand the business cy- 
cle dynamics of the aggregate labor mar- 
ket. 

2. Overlapping Contracts: Wages and 
Employment. John Taylor (1980) models 
the aggregate labor market as a collection 
of firms with nominal wage contracts hav- 
ing staggered starting dates. A firm 
reaches a new wage agreement only after 
it considers all other firms’ wages, includ- 
ing those to be set in the future. In this 
case, each firm’s contract wage is contin- 
gent upon other firms’ wage settlements. 

*® Brown and Ashenfelter (1966) and McCurdy and 
Pence vel (1966) seek to determine which of there 
two characteristics of explicit union contracts (effi- 
ciency or inefficiency) describe the U.S. newspaper 
industry. 
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A contract here specifies a fixed nominal 
wage for the duration of the agreement, 
and employment depends on fluctuations 
in the aggregate demand for product and 
labor. Although Taylor suggests that 
these labor contracts may be either im- 
plicit or explicit, it seems they are basi- 
cally explicit because he assumes that an 
employer may secure, at no direct cost 
and without forecasting, accurate infor- 
mation on all wage agreements currently 
in force. 27 

In Taylor’s theoretical model, the nom- 
inal wage outcome depends on a dis- 
tributed lag of past wages incorporating 
earlier wage decisions and expectations 
of future wage outcomes. This process 
passes economic shocks from one con- 
tract to another, and the model predicts 
a persistence of unemployment due to 
random demand shocks. Specifically, if 
there is an unanticipated decline in prod- 
uct demand unemployment should rise 
for several quarters before tapering off. 
Unfortunately, this model has little to say 
about the movement of real wages over 
the business cycle. Still, Taylor’s theo- 
retical model is notable because it dem- 
onstrates that a macroeconomy with a 
non- Walrasian labor market — one char- 
acterized by overlapping fixed nominal 
wage contracts — is capable of yielding 
plausible predictions of the qualitative 
link between random fluctuations in ag- 
gregate production and (unemployment. 
How well does such a model fare when 
confronted with aggregate time-series 
data, though? 

Taylor (1979) expresses the overlap- 

r It U Important to point out that Taylor'i model 
U difficult to relate to the nonunion rector of the 
labor market. Spec ifi cally, why should nonunion 
workers fed bound to a fixed contract duration when 
economic conditions change sufficiently? in the case 
of a business cycle expansion, say, employers will 
want to raise wa ges . Will workers prevent them from 
doing so because the contract has not yet reached 
its termination date? We think not. Thus, it is far 
from obvious that contracts are necessarily overlap- 
ping in the nonunion labor market. 


ping contracts representation of the ag- 
gregate economy just described in em- 
pirical form. While the details are too 
complex to elaborate on in much detail 
here, the econometric model can be sum- 
marized as having five equations (real 
output, price level, money supply, un- 
employment rate, and nominal wage), 
each of which contains a series of lagged 
independent variables and lagged distur- 
bance terms. Maximum likelihood struc- 
tural parameter estimates from U.S. ag- 
gregate quarterly data for 1960:1 to 
1977:IV are all consistent with Taylor’s 
qualitative a priori expectations. Among 
other things, past price shocks feed back 
into the wage formation process. 

While Taylor’s theoretical model 
(1980) and the results from its empirical 
counterpart, Taylor (1979), are provoca- 
tive, Ashenfelter and David Card (1982) 
argue that Taylor’s econometric analysis 
of his own theoretical model is incom- 
plete. In particular, they point out that 
Taylor’s explicit contract model also 
yields a number of testable hypotheses 
regarding the aggregate time-series pat- 
terns of money wages, employment, and 
unemployment. For example, Taylor’s 
theoretical model implies that (i) the ag- 
gregate nominal wage is an autoregres- 
sive moving average (ARMA) and that 
(ii) unemployment has a similar stochas- 
tic structure. 28 We might also note that 
Taylor’s theoretical model seems to yield 
a third testable hypothesis — that unem- 
ployment does not cause (statistically 
lead) the nominal wage in the aggregate 
data. Ashenfelter and Card believe that 
the hypotheses just mentioned, which 
Taybr (1979, 1980) did not investigate, 
must be tested to establish the validity 

* An estimating equation is aut o regre ssiv e (AR) if 
lagged values of tbe dependent variable a ppea r on 
the right-hand ride. TV moving avera g e (MA) di- 
mension refers to tbe possibility of persistent random 
shocks mth that the regre ss ion aim contains lamed 
disturbances. 
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of Taylor’s overlapping contracts model 
of the aggregate U.S. economy. 

Ashenfolter and Card first estimate a 
set of empirical associations in the aggre- 
gate quarterly data for the United States 
during 1956:1 to 1980:1. They find that 
the stochastic structure of the nominal 
wage process differs noticeably from that 
of die unemployment rate. 29 Thus, Ash- 
enfelter and Card reject both (i) the hy- 
pothesis that an autoregressive moving 
average empirical representation of nom- 
inal wages is appropriate and (ii) the hy- 
pothesis that unemployment and the 
nominal wage have the same empirical 
representation. In this way, they con- 
clude that the time-series data for the 
aggregate U.S. labor market do not fit 
Taylor’s overlapping contracts model. 

To summarize, at any time the aggre- 
gate wage is an average of wages across 
industries, some of which are set by ex- 
plicit contracts at various stages of their 
term. While unions may be the primary 
reason for such contracts, they currently 
cover only about 20 percent of the civil- 
ian labor force. Still, it is possible that 
their effect is more widespread through 
so-called spillover effects to the nonunion 
sector. The empirical research discussed 
in this section on overlapping contracts 
is an attempt to incorporate some inter- 
sectoral considerations into an analysis 
of how the aggregate nominal wage 
evolves and in turn influences aggregate 
(unemployment. Recent research on in- 
centive contracts also attempts to incor- 
porate some microeconomic details into 
our models of the aggregate labor market 
by taking account of the fact that employ- 
ers, at the time they make wage-employ- 
ment decisions, may also need to con- 
sider worker motivation. 

"Arixmfeitw and Card find that the data suggest 
only a lo w -order (one or two lagi) AR representation 
far the nominal wage. On the other hand, the data 
indicate a low-order ARMA stochaatic structure far 
unemployment. 



Figure 10. Labor Demand When Marginal 
Productivity Depends on the Wage 


3. Incentive Contracts: Wages and 
Employment. It is often argued that 
worker productivity depends on the real 
wage paid by the firm (Harvey Leiben- 
stein 1957; Hajime Miyazaki 1984; Carl 
Shapiro and Joseph Stiglitz 1984; janet 
Yellen 1984; Stiglitz 1986). This might 
come about because workers expend 
more effort or have better morale on the 
job at higher real wage levels. 

The labor market implications of this 
situation can be seen in Figure 10, where 
the aggregate marginal revenue product 
of labor (MRPL) increases with the real 
wage. In this case, the profit-maximizing 
amount of labor equates the wage to the 
wage-dependent marginal revenue prod- 
uct of labor. The aggregate labor demand 
curve D, now connects points a, b, and 
c and will be less elastic than when labor 
demand is a single, unchanging MRPL 
schedule. Does the efficiency wage con- 
cept as captured in Figure 10 explain so- 
called involuntary unemployment? No. 

Aggregate labor market equilibrium 
will still be determined by the scissors 
of supply and demand in Figure 10 with 
no involuntary unemployment at their 
intersection. While the concept of an effi- 
ciency wage redefines the labor demand 
relationship and suggests a reason why 
wages may differ across firms (effort dif- 
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ferenoes among workers), it does not by 
itself offer a reason for an excess supply 
of labor. That outcome still requires an 
argument for why the real wage will not 
foil to equate the supply and demand for 
labor. We know of no new or convincing 
explanations in the efficiency wage litera- 
ture for this rigidity. 30 In short, we must 
look elsewhere for an explanation of the 
real wage rigidity and attendant cyclical 
unemployment that economists seek to 
understand with models of the aggregate 
labor market. 31 

B. Implicit Contracts: Theory and 

Evidence 

When a worker’s skills are firm-spe- 
cific and when the costs of acquiring 
these skills are borne in part by the 
worker and in part by the employer, the 
two parties have an incentive to form a 
long-term association to maximize the re- 
turns to this investment. Even if skills 
are not firm-specific, a long-term con- 
tract negotiated once avoids the costs of 
continually renegotiating a series of 
short-term contracts. Because these con- 

30 For one such attempt see Akeriof (1980), who 
repackages the old argument that wages are largely 
determined by tradition and customs and are there- 
fore invariant to changes in supply and demand un- 
leu such changes are very large. 

31 In related work at the microeconomic level, Ed- 
ward Lazear (1984) theoretically analyzes the impact 
of various incentive programs designed to induce 
worker effort on the variability of an individual's earn- 
ings over the business cycle. For example, Lazear 
considers a firm where young workers are paid a 
wage leu than the marginal value of their output, 
and when older recdve a wage that exceeds the mar- 
ginal value of their output (if still with the firm). 
The opportunity to capture an economic rent in the 
later stages of the world ng life provides an incentive 
for workers to shirk or quit less frequently. Under 
the compensation pattern just described, product 
price changes (a possible measure of cyclic activity) 
nave a smaller elect on younger writers’ earnings 
and a larger effect on older workers' earnings that, 
in an auction setting where wages are always equal 
to foe marginal value of output. Because of this, La- 
Mar concludes there is no dear theoretical link be- 
tween effort incentive arrangements and cyclic wage 
variabihty for workers on average. 


tracts are not explicit formal agreements, 
but are more in die way of unwritten 
understandings, they are called implicit 
contracts. 

The form of these long-term contracts 
will depend partly on the objectives of 
the worker and the employer. For in- 
stance, a simple long-term contract 
might take the form of paying the worker 
the value of his or her marginal product 
in each period. In this case, the worker’s 
real wage fluctuates together with the 
employer’s product demand curve. The 
basic notion behind the literature on im- 
plicit contracts is that the worker and the 
employer have different attitudes toward 
these movements in their incomes. In 
particular, a typical worker’s income de- 
rives largely (if not entirely) from em- 
ployment so that, subject to available sav- 
ings, real wage fluctuations produce 
corresponding fluctuations in consump- 
tion and the standard of living. On the 
other hand, the employer is the bearer 
of risk in traditional economic analysis 
and through wealth diversification may 
he better able to protect consumption 
from fluctuations in income stemming 
from variations in the firm’s product de- 
mand. In such circumstances, when the 
employer is better able and more willing 
to tolerate fluctuations in income than 
is the worker, there is an opportunity 
for the two parties to engage in an ex- 
change that benefits both of them. Spe- 
cifically, the employer could offer a con- 
tract that reduces the volatility of the 
employee's wage in return for a lower 
average wage. The employee is then pay- 
ing something (in the form of a lower 
average wage) to avoid fluctuations in his 
or her standard of living, while die em- 
ployer reduces wage costs below the 
level that would otherwise exist. Indeed, 
in a limiting case in which the employer 
cares only about expected profit and not 
at ail about its variation (that is, die em- 
ployer is risk neutral), the firm’s wage 
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costs could be minimized by offering em- 
ployees a constant real wage (one that 
does not move with fluctuations in prod- 
uct demand conditions). 

A firm with an implicit contract in ef- 
fect may be thought of as having two de- 
partments— -one that offers economic in- 
surance to workers and another that 
produces goods and services to sell (Aza- 
riadis and Stiglitz 1983). Hie latter pays 
workers Walrasian auction market wages, 
which may fluctuate substantially with 
aggregate economic conditions. A worker 
then takes this wage to the insurance de- 
partment who supplements it in econom- 
ically unfavorable states (recessions) and 
charges a fee in economically favorable 
states (booms). Thus, the central feature 
of implicit labor market contracts is that 
“contract wages embody implicit pay- 
ments of insurance premiums by workers 
in favorable states of nature and receipts 
of indemnities in unfavorable states” (Ro- 
sen 1985, p. 1145). 32 In this case, work- 
ers’ nominal take-home pay should ex- 
hibit relatively less cyclic variation than 
if their money wages were established 
in a spot market for labor services. The 
possibility of a more cyclically damped 
real wage follows directly. 

Remember that an efficient contract is 
one that exploits all possibilities to im- 
prove the parties’ joint welfare. In other 
words, in terms of Figure 9, the firm 
and the worker determine wages and em- 
ployment on the contract curve. But 
whereas in Section IV. A. 1 the two parties 
settled on a single wage-employment 

* An important related point is that the appropri- 
ate specification of the aggregate labor market in a 
macroeconomic model depends on whether the labor 
market determines the p rope rti es of a long-term con- 
tract or whether it is the t extb ook spot market for 
labor. In die former case, the observed real wage is 
mt of insurance payme nt s (premiums) and both the 
m CS“ 'S aim supply sad demand for labor must be re- 
specified to take ibis into consideration. Ibis subtlety 
is typically ignored in models of tbe aggregate labor 
mnoct. 


combination, the notion behind the liter- 
ature on implicit contracts is that the firm 
and the worker have the option of speci- 
fying a wage schedule and an employ- 
ment schedule with wages and employ- 
ment dependent upon each realized state 
of demand. As we have seen, if the worker 
is averse to cyclical variations in wages 
while the employer is indifferent to such 
variations in his or her own income, the 
efficient contract will call for a constant 
real wage. In this case, the option of 
specifying a state-dependent real wage 
is not taken up. 

Because implicit contract models tend 
to imply dampened wage variability rela- 
tive to a spot auction market outcome, 
they therefore also imply relatively 
greater variability in the firm’s total work 
hours; however, these models have little 
to say in general concerning the division 
between changes in hours of work per 
worker and layoffs when an unfavorable 
state of nature obtains. 33 In any event, 
recession-induced reductions in the labor 
input have been termed either voluntary 
or involuntary, and this distinction can 
help us evaluate the applicability of the 
implicit contract model. To elaborate, if 
an individual’s utility, or more simply in- 
come, is unchanged, then a recession- 
induced hours reduction is termed volun- 
tary underemployment and a recession- 
induced layoff is termed voluntary unem- 
ployment. The most obvious situation is 
where publicly available unemployment 
insurance (UI) along with privately pro- 
vided insurance, termed severance pay, 
are sufficiently generous so that the un- 
deremployed or unemployed individual 
suffers no utility loss. 

In reality, UI is incomplete in the 
United States in that (i) not all workers 

35 See Miyazaki and Hugh Neary (1983) and Murray 
Brown and Elmar WoHstetter (1984) for additional 
theoretical analyst* of tbe elects of a recession on 
employment versus hours of work within the context 
of an implicit labor contract. 
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are eligible to receive it, (ii) there is a maxi- 
mum number of weeks (typically 26) that 
payments are made, and (iii) pay* 
ments replace only a portion of lost earn- 
ing s, including hinges such as health 
insurance. 34 Moreover, moral hazard and 
adverse selection problems substantially 
limit the availability of privately provided 
unemployment insurance. Specifically, 
given unemployment insurance, laid-off 
workers may reduce the intensity of their 
job search (moral hazard). Similarly, 
workers with a greater probability of be- 
ing laid off are more likely to seek a job 
with severance pay (adverse selection). 
These two problems greatly reduce the 
economic incentives for employers to 
provide such insurance. 35 Not surpris- 
ingly, then, severance pay is largely 
nonexistent in the nonmanufacturing sec- 
tor and in the most complete case (manu- 
facturing workers in unionized firms) 
covers only about half the work force (An- 
drew Oswald 1986). 

The previous paragraph suggests that 
recession-induced worksharing and lay- 
offs are likely to be involuntary in the 
United States economy in the sense de- 
scribed earlier and that implicit agree- 
ments reducing worker income volatility 
over the business cycle may be accompa- 
nied by cyclical variation both in their 

34 Some data from the Economic Report of the Pret- 
ident, 1986 are enlightening. During the heart of 
the 1982 recession, the avenge number of workers 
who were receiving UI payments was only about two- 
thirds the number of unemployed workers who re- 
ported that they were either job losers or Job leavers. 
(Other types of unemployed workers, new entrants 
or re-entrants, are generally not eligible fix VI pay- 
ments.) In 1964. the most recently available year, 
there were 96.5 million U.S. workers in Jobs covered 
by government Ul programs of all sorts. This com- 
pares to a total civilian employment of 106 million. 
Finally, average weekly unemployment benefits dur- 
ing 1964 were about 1123 or 42 percent of the average 
pretax weekly wage (not including fringe benefits) 
of private nonagrindtural production or noosupervi- 
•ory workers. 

"For more discussion of the moral haxard and ad- 
vene selection problems in insurance see Jack Hirsh- 
Wer and John Riley (1979) 


standard of living and average wage pay- 
ments. This means that the actual state 
of business conditions will be important 
to workers and -firms alike; however, 
what if firms are better informed of the 
true state of the business cycle? In this 
case, there is an opportunity for employ- 
ers to act deceptively by falsely announc- 
ing that a bad state (low product demand) 
prevails. Workers are aware of this possi- 
bility, of course, so that an implicit labor 
contract is implementable only if it con- 
tains a clause specifying penalties that 
make it uneconomic for the firm to be- 
have deceptively. 36 Thus, if workers de- 
sire reduced income variability over the 
business cycle and firms agree to reveal 
the state of the economy truthfully, then 
implicit contracts can be struck and em- 
ployer-employee attachment enhanced 
relative to a spot market for labor ser- 
vices. 

We now examine the aggregate data 
in the United States for evidence of long- 
term implicit contracting between work- 
ers and firms. 37 As we will soon see, such 
evidence is unfortunately quite sparse. 

I. Evidence of Implicit Contracting? 
An indirect, although inaccurate, way to 
infer the existence of implicit contracts 
is to examine data on worker mobility 
across employers. We say this because 
whether the labor market is character- 
ized by a long-term implicit contract or 
a spot auction, workers should change 
employers on occasion to take advantage 
of superior opportunities for promotion 
and training, even though this means 
foregoing the benefits of long tenure with 
a given employer. A desire to enhance 

38 A detailed discussion of this constraint and bow 
it is incorporated into tfre t heoretica l eqwibfariuni 
contract i* beyond the scope of this paper. The cari- 
ous reader should consult Sherwtn Rosen (1965) fix 
mathematical details. A handy graphical analysis is 
c o n t aine d in Asariadh and SUghtx (1963). 

17 Readers interested in more details of tegihrit 
contract moons soot&ao cosmot urn orcmkok mvcvi 
by Sherwtn Roeen (1985) and Parsons (1966). 
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job security, and hence income, also mo* 
tivates some workers to switch employ- 
ers. If a long-term contract that reduces 
income variability is operational, though, 
the incentive to switch employers be- 
cause of security considerations is sub- 
stantially reduced. Thus, data on average 
job tenure allow weak inferences at best 
concerning the existence of long-term 
implicit contracting in the labor market. 
Data on employment duration, if correct, 
may be suggestive of firm-specific skills, 
not necessarily of implicit contracts. 

Hall (1982) reminds us that median and 
average job tenure are misleading statis- 
tics because the labor force contains a 
substantial number of workers who are 
too young to have lifetime (long) job ten- 
ure, even if lifetime jobs were a general 
rule. Similarly, many older workers have 
once retired and then returned to work 
so their current jobs are of fairly short 
duration. Hall’s data on job tenure, de- 
fined as service with an employer with 
no more than temporary layoff spells (30 
days), suggest that the typical worker 
currently holds a job that has lasted eight 
years. 38 The OECD (1984) collates previ- 
ously unpublished data from a household 
survey by the Bureau of Labor Statistics 
concerning tenure of all employed per- 
sons as of January 1983. Average job ten- 
ure in these data is 7.2 years, and approx- 
imately 27 percent of workers have more 
than 10 years of job tenure. Depending 
on race and sex, George* Akerlof and 
Brian Main (1981) estimate average com- 
pleted tenure of 10 to 18 years for jobs 
in progress during January 1968. Accord- 
ing to the OECD report, average com- 
pleted job tenure in the United States 
was approximately IS years (for jobs held 
during 1978). Moreover, about 28 per- 

* 

v 

j 

*A word of ewtboo it needed became Hall ex- 
t i ap ohl ei ftonia few qba e rvaUoni to generate a db- 
tzwutkm of job otien. 


cent of these workers were expected to 
have 20 or more years of tenure when 
they completed their jobs. 

Micro data tell a similar story of long 
attachment for many workers. Parsons 
(1986) examines a ten-year panel from 
the National Longitudinal Survey of Ma- 
ture Men. Among males who were 45- 
51 years old in 1966, 44 percent of the 
surviving whites and 39 percent of the 
surviving blacks were with the same firm 
10 years later. In a similar vein, Masanori 
Hashimoto and John Baisian (1985) esti- 
mate the probabilities that U.S. males 
in a given age-tenure category during 
1962 would be with the same firm in 
1977. The job separation rates for work- 
ers initially possessing at least five years 
of tenure suggest lengthy employer-em- 
ployee ties. The percentages of these 
workers expected to be with the same 
employer 15 years later were (i) 30 per- 
cent for workers 29-24 years old, (ii) 47 
percent for workers 25-34, (iii) 54 per- 
cent for workers 35-44, and (iv) 40 per- 
cent for workers 45-49. Thus, the data 
described in this and the preceding para- 
graph comprise a body of circumstantial 
evidence suggesting long-term contract- 
ing. 

Insofar as implicit contracts moderate 
cyclical variations in real wages, we 
might expect to find that long job tenure 
is paired with relatively little real wage 
variability while short job tenure is 
paired with relatively variable real wages 
across aggregate labor markets — addi- 
tional circumstantial evidence concern- 
ing economy-wide long-term implicit 
contracting. There is, however, little cor- 
relation between various measures of 
cyclical real wage variability and job ten- 
ure across different OECD countries, for 
example ( OECD 1984, p. 66). Thus, at 
the aggregate level, long job tenure is 
not obviously the result of implicit con- 
tracting. Because the aggregate U.S. 
economy is in many ways similar to other 



SCD countries, our previous argument 
at lengthy job attachment in the United 
ates may imply widespread long-term 
lplicit contracting is further weakened, 
learly, more concrete evidence is 
seded, but we know of none in the ex- 
ting literature. 

V. Concluding Remarks 

One message comes through loud and 
ear in the aggregate labor market data 
:■ the United States. There is little em- 
ical support for what has been termed 
e substitution hypothesis of cyclical 
ivements in the aggregate real wage, 
nployment, and unemployment. The 
rprisingly small body of appropriately 
^used empirical research has yet to find 
pregate real wage misperceptions or 
:ertemporal labor supply elasticities 
at are large enough for us to conclude 
at the aggregate labor market outcomes 
=* seek to understand largely represent 
'sighted workers’ intended short-run 
x>r supply responses in an auction set- 
>g- 

A second interpretation of business cy- 
3 behavior is that the aggregate labor 
arket foils to clear in the short run be- 
use wage and price rigidities cause 
ms to ration work opportunities. Tests 
labor market rationing (persistent ex- 
as supply of labor) commonly hinge on 
tether cyclical unemployment is part 
desired labor supply. Empirical re- 
arch generally finds that the aggregate 
al wage is downwardly rigid and sup- 
>rts the hypothesis that cyclical unem- 
yment reflects a gap between actual 
nployment and the point on the aggre- 
te labor supply function associated 
th the current real wage. However, 
is ting research on short-run labor mar- 
disequilibrium sidesteps the issue of 
y so-called sticky wages and prices 
exist with cyclical unemployment. The 
ost logical argument seems to be that 


it is part of a long-term contract between 
workers and firms. 

Under an equilibrium long-term con- 
tract, the present Values of the wage and 
labor’s marginal product clear the labor 
market, and it is only by chance drat cur- 
rent employment coincides with what 
workers would choose to supply in a spot 
auction market at the current real wage. 
Unfortunately it is difficult, perhaps im- 
possible, to test the hypothesis that the 
aggregate labor market is characterized 
by long-term contracting because the 
predicted labor market outcomes are of- 
ten indistinguishable from other theoret- 
ical models. Still, it is important to note 
that disaggregate evidence on job tenure 
indicates that many workers remain with 
the same employer for quite a long time. 
While this could be the result of repeated 
auctions that tend to match previous buy- 
ers and sellers, we think something more 
akin to long-term implicit contracting is 
occurring. 

But perhaps no single model applies 
to all labor markets. For instance, some 
employees may be working in jobs in- 
volving a long-term association with their 
employers while other employees work 
under short contracts. This gives rise to 
die division between “job shoppers" and 
"careerists” (Michael Darby, John Halti- 
wanger, and Mark Plant 1985). In normal 
(foil-employment) times, most of the un- 
employment comes from the former 
group, who exhibit high labor force entry 
and exit rates. Careerists rarely become 
unemployed, but when they do they 
spend a long time at it. Job search by 
careerists, then, dominates cyclical un- 
employment during the period when the 
economy is recovering from a recession, 
producing substantial persistence in cycl- 
ical unemployment. This is important be- 
cause such unemployment rate persis- 
tence could be misinterpreted by a 
researcher as stemming from continual 
errors in wage expectations, when in foci 
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it simply reflects careful job search by 
(a heterogeneous group of) farsighted op- 
timizing workers. In a similar spirit, Rob- 
ert Topel (1986) develops a dynamic 
econometric model of spatially separated 
local labor markets that admits perma- 
nent and transitory economic shocks. 
Topel finds that transitory labor market 
shocks have the largest impact on what 
he terms the least economically mobile 
workers — the very new and very experi- 
enced. Those he terms the most econom- 
ically mobile, workers in the middle of 
their working lives, seem to be buffered 
from such disruptions. Another interpre- 
tation of this result, though, is that we 
are witnessing a type of dualism at 
work — some workers with long-term 
contracts (“careerists”) and others with 
more short-term arrangements (“job 
shoppers”). 

The two papers just discussed have in 
common an attempt to focus on worker 
heterogeneity, while largely remaining 
within an aggregate context. 38 Whether 
a hybrid approach emphasizing parallel 
labor markets of workers subject to short- 
term auction outcomes and those with 
long-term contracts can greatly improve 
our current empirical models of the 
aggregate labor market remains to be 
seen. 40 
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The essay is dedicated to the memory of Tjalling Koopmans ( 1910 - 
1985). Our purpose has been to communicate to the nonspecialist 
an aspect of mathematical economics that has been developed since 
Koopmans masterful exposition of general equilibrium theory (1957). 
It is very difficult to do the job as well as Professor Koopmans, but 
he urged us all to try. 


I. Introduction 

The two distinct theories of perfect 
competition, the Marshallian and the 
Arrow- Debreu-McKenzie (ADM), as- 
sume price-taking behavior as a funda- 
mental. Filling blackboards with partial 
equilibrium diagrams, professors empha- 
size the Marshallian theory at the under- 
graduate level. As students progress, 
their teachers introduce them to the 
Arrow- Debreu-McKenzie theory, Gerard 
Debreu’s Theory of Value (1959), the 
framework in which “highbrow theorists” 
explore the relation between perfect 
competition and economic efficiency. 
During the first half of this century, Mar- 

* We gratefully acknowledge the rapport of the 
Netonal Science Foundation and our univenMec. 
We alao dank Susan Elina for editorial as s i s tance . 


shallian analysis unquestionably domi- 
nated the theory of value. Although this 
probably remains true, a growing num- 
ber of papers in the applied areas adopt 
a variant of the ADM framework. Only 
in this context can they discuss the im- 
portance of interactions among markets 
and the distribution of wealth. 

The Marshallian and ADM theories 
have many striking and essential differ- 
ences, for example: 

1. The ADM theory specifies a fixed 
finite number of firms. The Mar- 
shallian theory postulates a pool of 
firms, any number of which may be 
active in the market. 

2. The ADM theory postulates that 
the technology of each firm is con- 
vex, which rules out increasing re- 
turn* to scale. The Marshallian the- 
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ory postulates that the average cost 
curve of each firm is U-shaped, 
based on the assumption of fixed 
costs of production or regions of in- 
creasing returns to scale. 

3. The ADM theory assumes price- 
taking behavior regardless of the 
number of firms. The Marshallian 
theory assumes it only if the effi- 
cient scale is small relative to de- 
mand. 

4. ADM theory, a genera] equilibrium 
theory, relates perfect competition 
and economic efficiency. Most of 
Marshallian analysis, partial equi- 
librium, ignores intermarket ef- 
fects. 

5. Finally, the ADM theory is a static 
one, to which the adjoinment of dy- 
namics via a t&tonnement is not very 
satisfactory. The Marshallian analy- 
sis of equilibria is a dynamic one 
in the sense that entry and exit of 
firms cease in equilibria. 

This essay explains a new theory of per- 
fect competition, a synthesis of the ADM 
and Marshallian theories, and summa- 
rizes the recent work of many researchers 
(for example, Philippe Artzner, Carl Si- 
mon, and Hugo Sonnenschein 1986; Oli- 
ver Hart 1979; Andreu Mas-Colell 1974, 
1983, 1986; William Novshek 1980; 
Novshek and Sonnenschein 1978, 1980, 
1983, 1986a, 1986b; Kevin Roberts 1980; 
and Sonnenschein 1982). (See also the 
Symposium Issue, 1980 and the refer- 
ences therein.) 

The new theory enables those econo- 
mists who work in die world of U-shaped 
average cost curves and free entry to 
study intermarket effects and the decen- 
tralization and efficiency of perfect com- 
petition. We believe the traditional 
ADM theory dismays many Marshalihms 
because it contains no role for marginal 
firms and insists on competitive behavior 
independent of the firm's ability folafiu- 


ence price. The synthetic theory allows 
both for marginal firms and for the firm 
to recognize its influence on price; it pro- 
vides a precise general equilibrium 
framework for positive analysis and a 
framework in which to demonstrate the 
classical theorems of welfare economics. 
In contrast to both the ADM and Mar- 
shallian theories, we integrate into our 
analysis the leading classical explanation 
for price-taking behavior rather than as- 
sume it. We use the term perfect compe- 
tition to describe a situation in which 
firms are arbitrarily small relative to their 
markets. Here firms perceive and take 
account of the price effect of their mar- 
keted quantities. As firms become small 
relative to the market, we observe in ac- 
cordance with Cournot that their influ- 
ence on price disappears and it is the 
limit of this that we call perfect competi- 
tion. Because price-taking behavior is ex- 
plained along the lines of the Cournot 
theory, what we offer might be better 
termed a Coumot-MarshaUian-ADM 
synthesis . 1 

The Marshallian perspective enriches 
general equilibrium theory. A new con- 
dition effects a close correspondence be- 
tween the genera] equilibrium model 
and standard intuition. Loosely speaking, 
it requires that prices provide the proper 
entry signals for firms and is a conse- 
quence of the dynamic aspect of Marshal- 
lian analysis. With each firm associated 
with the use of an unpriced and nondi- 
visible resource, sometimes referred to as 
entrepreneurship, in equilibrium the re- 
turns to that factor must fell with entry 
and rise with exit. Such a condition might 

'it is also important to acknowledge that small 
efficient scale ana free entry, while sufficient to guar- 
antee prioe- taking behavior in the limit, may not be 
necessary (see for example Michael Spence 1863). 
The extent to which free entry alone is sufficient 
(for the price-taking conclusion) is a much debated 
issue ana is not discussed here. We believe dial with- 
out the assumption of small e fficie nt scale the case 
for prioe-taking behavior beoomes less compelling. 
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seem axiomatic for partial equilibrium 
analysis where we cannot imagine its vio- 
lation, but it is here that a general equi- 
librium perspective is important. In gen- 
eral equilibrium an increase in a 
commodity price, for example, a wage, 
has wealth effects via the changing value 
of the endowment that may increase the 
amount demanded of the commodity, for 
example, leisure, whereas in the typical 
partial equilibrium analysis of the firm 
such wealth effects are ignored. In gen- 
eral equilibrium the condition that prices 
provide the proper entry signals elimi- 
nates certain ADM equilibria. Hence, a 
combination of the Marshallian perspec- 
tive and the general equilibrium per- 
spective leads to better economics. 

Before turning to the theory, a final 
word on the mathematical aspects of this 
paper. The papers on which we have 
based this essay are rather technical. 
Also, in its general form, the model we 
have in mind is more complicated than 
the model of equilibrium found in De- 
breu’s classic Theory of Value (1959). In 
order to explain the results to the 
nonspecialist, we must forfeit either gen- 
erality or precision. We will sacrifice gen- 
erality and frame many of our arguments 
in a well-developed example. Although 
we loosely state our propositions, appli- 
cation to our example yields precision. 
Occasionally the included proofs hint at 
the arguments necessary for the general 
case. The interested reader can find 
proper statements and proofs in the ref- 
erences (in particular, Novshek and Son- 
nenschein 1986b). 

II. The ADM and Marshallian Models 

To begin we present stylized versions 
of die ADM and Marshallian models in 
order to accentuate the relation between 
the ADM and Marshallian formulations. 
In particular, we will demonstrate that 
the ADM framework incorporates the 


standard Marshallian specification. Next, 
we will use these models to motivate our 
definition of partial equilibrium markets 
(and general equilibrium economies) in 
which firms are small. This notion lies 
at the heart of our definition of perfect 
competition: Perfectly competitive mar- 
kets (perfectly competitive economies) 
are markets (economies) in which firms 
are arbitrarily small relative to the mar- 
ket (economy). 

A. A Stylized Arrow-Debreu-McKenzie 

Model 

Our development follows Tjalling' 
Koopmans’ (1957) classic exposition of a 
Robinson Crusoe economy. There are 
two commodities, leisure and food. Rob- 
inson uses his leisure as an input to pro- 
duce food according to constant returns 
to scale technology. Employing a con- 
vention of the Arrow-Debreu-McKenzie 
theory, we denote labor input as a nega- 
tive quantity and food output as a positive 
one. Summarizing the technology with 
an appropriate choice of units. Figure 1 
indicates that one unit of labor input 
yields one unit of food output. Robinson 
has 24 hours of leisure, his entire initial 
endowment of resources, to offer as labor 
input. Adding his leisure endowment to 
the technology set, we obtain the set T 
of possible aggregate supplies. Each 
point in T, a bundle (/,/). contains / units 
of leisure and/ units of food and satisfies 
/ Si 24 — l (to be feasible. I units of leisure 
implies no more than 24 — / units of la- 
bor, and food is produced 1:1 from la- 
bor). 

Indifference curves, connecting equal- 
ly preferred combinations of leisure 
and food, represent Robinson’s prefer- 
ences. In the economy of Figure I, a 
unique “best attainable point” exists, 
which we have denoted by x. 

A price system, a nonzero non -nega- 
tive vector (p|, p/) of commodity prices, 
defines die dollar value of each bundle 



1284 


Journal of Economic Literature, Vol. XXV ( September 1987) 


Food 



(If) « (Pb Pf ) ' (If) ■ P<2 + Pff Given 
the price system (1, 1), the vector x = 
(l, f) maximizes the dollar value of 
supply at 24. Observe that (l, f) is not 
a unique maximizer of the dollar value 
of supply because each point of the north- 
east boundary of T has the same value. 
If the value of the supply action is dis- 
tributed to Robinson, then at prices (1, 1) 
he will be able to afford bundles with l 
and/ non-negative that satisfy the budget 
inequality pj + p f f 5 24. To maximize 
his utility Robinson demands (2, /), and 
so at prices (1, 1) the profit-maximizing 
supply and the utility-maximizing de- 
mand coincide. This is the unique equi- 
librium for the ADM model. Interpret- 
ing die technology set as that available 
to a competitive firm, andtbe economy 
as a private ownership one in which Rob- 
inson owns both the firm and the single 
scarce input labor, we can describe me 
equilibrium as such: At pHtifes (1, 1) tak- 
ing these prices as given the firm nggd- 
mizes profit by purchasing 24—2 «$ts 


of labor and producing 24-2 units of 
food. It pays 24 - 2 for the labor and 
sells the food for 24-2, which earns 
zero profit. From his ownership of the 
firm, Robinson receives no dividends. 
However, as a holder of labor resource 
he receives offers from the firm (24 — 2 
units) and from himself viewed as a con- 
sumer (2 units) for all 24 units and thus 
earns an income of 24. As a consumer, 
Robinson uses his 24 units of income to 
purchase 2 units of leisure and / 50 24 
- 2 units of food. Both markets clear, 
and all accounts balance. 

The interaction between markets 
above is explicit. For example, the wage 
determines the supply of labor and the 
demand for food through the relative 
price of leisure and food and the value 
of Robinson's initial endowment of labor. 
Developed with the classical theorems 
of welfare economics in mind, the ADM 
model of general equilibrium supplied 
precise conditions under which (a) equi- 
librium is efficient in the sense of Pareto 
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Figure 2. 


optimum, and (b) every Pareto optimum 
is an equilibrium after a suitable redistri- 
bution of ownership. 

We emphasize that the ADM model 
does not consider the plausibility of 
3 rice- taking behavior. The model offers 
descriptions of perfect competition lor 
situations in which bilateral monopoly 
(one consumer and one producer) or 
single agent maximization (Robinson) 
should apply. 

B. A Stylized Marshallian Model 

We begin with a familiar textbook fig- 
ure (Figure 2) where we have labeled 
average cost, marginal cost, and demand 
AC, MC, and FF respectively. All firms 
are identical and their number is fixed 
arbitrarily at 3. The aggregate supply is 
zero up to price p*(— minimum AC); at 
o* supply is the indicated four point set 
(with gaps of length y', the efficient scale, 
between the points), and above p* supply 
is the horizontal sum iff the marginal cost 
curves. 

If additional firms can obtain the tech- 
nology represented by AC, then the ag- 
gregate supply shown is inconsistent with 
a situation in which profit-maximizing 
firms take prices as given. Note that at 
any price above p* any firm in the market 
may earn a positive profit, and so all firms 


S - mpply atp* 



should be active. 2 When each firm is 
maximizing profit (p = MC) and the num- 
ber of firms is such that firms have little * 
incentive to enter or exit, we say that 
the market is in equilibrium. 

Marshall applies his model iff perfect 
competition when efficient scale (mini- 
mum average cost output) is small rela- 
tive to demand. Another strong justifica- 
tion for the price-taking assumption is 
the feet that the horizontal gaps in the 
supply function at price p* are small rela- 
tive to demand. Here a particular num- 
ber of active firms who maximize profit 
leave insufficient incentive for other 
firms to enter. The price in the market 
will exceed slightly p*. Alternatively, we 
can consider an approximate equilibrium 
at price p*, in which a finite number of 
firms maximize profit by offering the effi- 
cient scale output to the market, and de- 
mand very nearly matches supply. This 
is illustrated in Figure 3a. 

In Figure 3 b each firm achieves effi- 
cient scale at infinitesimal quantity M. 
We assume the existence of an un- 
bounded mass of available firms. Let D 
be demand at prices p*. Each firm pro- 
ducing at efficient scale M achieves an 
exact equilibrium at a mass D/M of active 
firms. Clearly Figure 3b represents a nat- 
ural limit of markets of the type coosid- 

1 Clearly, with free entry, aa exact price tshtat 
nyiflltom will exist only in the m&uiy event that 
the value of demand at price p*fem integral awkiplt 
of the minimum murage cost quantity 
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Figure 3b. 


ered in Figure 3u as efficient scale be- 
comes small relative to demand. In the 
equilibrium of Figure 3b a continuum 
of firms produce. 

C. The Beginnings of the Synthesis 

Let us first place the Marshallian 
model in the framework of the ADM the- 
ory to demonstrate that the framework 
of the ADM theory captures the Marshal- 
lian ideas. The U-shaped average cost 
corresponds to the firm technology rep- 
resented in the second quadrant of Fig- 
ure 4. The efficient scale is (— M, M), 
corresponding to the minimum average 
cost point in partial equilibrium. We ob- 
tain the set of feasible aggregate produc- 
tion possibilities as follows. We start with 
an unbounded number of potential iden- 
tical firms (analogous to free entry), each 
with the given production technology. 
Suppose n firms are active at each level 
of input. Select the allocation of inputs 
among firms that yields the maximum ag- 
gregate output. Next vary n to obtain the 
maximum aggregate output given the 
level of input. Repeat this jfer each input 
level, to obtain the aggregate technology. 
Combine this with die initial endowment 
to construct T, the feasible set of aggre- 
gate supplies. Given the indifference 
curves depicted in die first quadrant of 
Figure 4, no price-takffig equilibrium 
wifi obtain. Observe thaf tbe only price 


systems that lead to a positive output of 
food at a profit maximum take the form 
(p, p). (Without loss of generality we will 
assume p = 1.) If the input price exceeds 
the output price, active firms operate at 
a loss; therefore all firms are inactive and 
production is (0, 0), i.e., no input and 
no output. Alternatively if the output 
price exceeds the input price, each firm 
would make a positive profit by using 
M units of labor input to produce M units 
of food output. Hence all firms would 
be active, which requires an unbounded 
amount of labor. Thus for any price-tak- 
ing equilibrium with positive food pro- 
duction, input and output prices must 
be equal. At prices (1, 1) a consumer de- 
mands z, and each profit-maximizing firm 
supplies either (0, 0) or ( -M , M). Hence 
aggregate supply (including the endow- 
ment) must take on one of the values 
[(24, 0), (24 - M. M), (24 - ZM, 2 M) 
. . In particular, the unique “best at- 
tainable point” x is not an equilibrium 
of the system. 

By limiting the number of firms to 
three (as in die Marshallian example), we 
can find a price system (1, 1 + e) at which 
supply equals demand and excluded 
firms have little incentive to enter. Fur- 
thermore, the associated allocation ap- 
proximates the “best point” x as illus- 
trated in Figure 5. Because the output 
price exceeds the input price, all three 
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firms supply a positive amount. Point z' 
in Figure 5 represents the price-taking 
aggregate production plan. His income 
from ownership of the labor resource, 
combined with his (positive) dividend 
from ownership of all three firms gives 
Robinson a budget line through z', which 
is his optimal choice. So aggregate supply 
equals aggregate demand. 

Alternatively, at prices (1, 1), we could 
consider an approximate price-taking 
equilibrium in which a finite number of 
firms produce positive quantities and 
maximize profit by offering the efficient 
scale output (~M, M). In this situation 
demand nearly matches supply. Figure 
4 essentially illustrates this where the gap 
between S3 and z is small. Once again de- 
mand almost equals the "best point” x. 

In Figure 6 die efficient scale of each 
firm is an infinitesimal quantity and there 


is an unbounded mass of available firms. 
As in the Marshallian Figure 3 b, an ap- 
propriate mass of active firms achieves 
an exact equilibrium at prices (1, I) at 
which each produces at efficient scale. 
Figure 6 represents a natural limit of 
markets of the type considered in Figure 
4 as the firms become small relative to 
the market. We point out the similarity 
with the Arrow- Debreu-McKenzie econ- 
omy of Figure 1 where the equilibrium 
and the “best point” coincide. 

D. A Perfectly Competitive Economy 

We will apply the term perfectly 
competitive economy to a regime in 
which firms are arbitrarily small relative 
to their markets. We adopt the classical 
position that consumers have no market 
power. However, we could have pro- 
vided a similar treatment in which we 
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view consumers and firms symmetrically. 
As in Marshallian theory, we assume that 
firms can freely enter and experience in- 
creasing returns to scale over some range 
of output to formalize the notion of the 
firm's being small relative to its market. 
In Figures 2 and 4 three firms, each pro- 
ducing at efficient scale, nearly satisfy the 
demand of consumers when price equals 
minimum average cost. By adding an 
identical twin for each original consumer 
to replicate demand, it would take six 
firms producing at efficient scale to satisfy 
demand approximately at the same price. 
Continuing in this manner each firm can 
be made arbitrarily small relative to its 
market. A perfectly oompdbtive econ- 
omy is a sequence of economies [£(a*)] 
in which firms become arbitrarily small 
relative to their markets. In our formula- 
tion, a* is a measure of firm size relative 
to the economy £(ai), and we let die 
size of die firm in our economy diminish, 
a* — * 0. We denote the limit of die se- 


quence by E(0) in which firms are infini- 
tesimal. With this interpretation the 
market in Figure 3 b represents the limit 
of markets in Figure 3a. Similarly, the 
economy in Figure 6 is the limit of a 
sequence of economies in Figures 4 and 
5. 

In each economy of the sequence we 
will assume that firms correctly perceive 
the (typically non-negligible) effect on 
prices of their output, and maximize 
profit accordingly. Although nonconvexi- 
ties in the firms’ production sets lead to 
generic nonexistence of price-taking 
equilibrium (i.e., nonexistence for all but 
"knife-edge” cases), Cournot equilibrium 
with entry frequently exists for the Mar- 
shallian model if efficient scale is small. 
This suggests that the limit of Cournot 
equilibria of [E(at)J is a natural definition 
of an equilibrium for the perfectly com- 
petitive sequence [£(<**)]. In other 
words, we define perfectly competitive 
equilibrium as the limit of Cournot equi- 
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libria with entry as firms become small 
relative to the market. 

Not surprisingly we can characterize 
the perfectly competitive equilibria of 
the perfectly competitive sequence 
[E(a*)J in terms of its limit economy E(0) 
in which firms are infinitesimal. In light 
of this characterization we will show that 
firms in perfectly competitive equilib- 
rium act “as if’ they take prices as given 
in E(0). On the other hand, we will show 
that other price-taking equilibria of E(0) 
exist that are not the limit of Cournot 
equilibria with entry and thus not per- 
fectly competitive equilibria of the se- 
quence [E(a*)j. 

Before continuing our exposition a his- 
torical note is in order. In their treatment 
of general equilibrium theory, Kenneth 
Arrow and Gerard Debreu (1954) con- 
cern themselves with the representation 


of the technology and behavior of the in- 
dividual firm. Lionel McKenzie (1959), 
however, speaks of a competitive con- 
stant returns to scale aggregate technol- 
ogy. McKenzie assumes forthrightly that 
aggregate technology T is a convex cone, 
which follows from die additivity and di- 
visibility of basic production processes. 3 
We say a production set has the additiv- 
ity property if for any two possible pro- 
duction plans the joint production plan 
is also feasible. It has the divisibility 
property if any production plan can be 
proportionately scaled down. Additivity 
is regarded as axiomatic when all factors 
that affect production are listed so that 
there can be no underlying fixed factor. 

3 The assumption that T is a convex cone with ver- 
tex at the origin bnm that (nr any two production 
plans *. y to T, and far aB noo-oeptive a— b e n a, 
b, the production plan ns + by i aafan fa T. 




1 
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Divisibility might be thought of as analo- 
gous to the assumption that commodities 
are infinitely divisible. McKenzie does 
not explicitly mention firms, but we 
might regard them as producing outputs 
from inputs according to one of an infinity 
of basic processes. When efficient scale 
is infinitesimal relative to the economy, 
these processes can be expanded or con- 
tracted continuously in the aggregate by 
varying the mass of firms using each pro- 
cess, and this corresponds to the situation 
in £(0). Thus our foundations rest on the 
McKenzie interpretation of general equi- 
librium theory which we elaborate by ex- 
plicitly modeling firms and by providing 
Cournot-like foundations for competitive 
behavior. 

III. The Partial Equilibrium Synthesis 

An appropriate introduction to the no- 
tions of a perfectly competitive economy 
and perfectly competitive equilibrium is 
consideration of a partial equilibrium 
market. Besides being a natural stepping 
stone to our synthesis, it provides a rigor- 
ous foundation for the Marshallian the- 
ory. Explicitly, we establish the exis- 
tence of equilibrium for the partial 
equilibrium market without either the 
need for introducing the approximate 
equilibrium notions described above or 
infinitesimal firms. Furthermore, firms 
correctly perceive their influence on 
price. 

We first develop the notion of a per- 
fectly competitive sequence of partial 
equilibrium markets. This is a sequence 
of Marshallian markets for a single homo- 
geneous good where firms decrease in 
size. As suggested above, we define a 
perfectly competitive equilibrium as die 
limit of Cournot quantity setting equilib- 
ria- with -entry of the markets in the se- 
quence. 

Let us begin by returning to the Mar- 
shallian specification as in Figure 2. In 


order to simplify the analysis we assume 
some special structure for the cost func- 
tion C(y), namely that total costs are zero 
if production is zero while, if production 
is positive, costs consist of both strictly 
positive fixed costs C 0 and variable costs 
v. We assume variable costs increase 
with output at an increasing rate. 

(C) C(y) * 0, if y = 0, and C(y) - 
C 0 + v(y) if y > 0, where C 0 > 
0, and for all y §£ 0, v' > 0, 
v" 0. We also assume average 
cost is minimized uniquely at 

y= l. 

An inverse demand function F speci- 
fies demand by associating a price [F(y)] 
with an amount (y) placed on the market. 
We assume 

(F) F is twice continuously differenti- 
able and F(y) = C( 1) implies F’(y) 
* 0 . 

These are regularity conditions that en- 
able us to use the calculus in our analy- 
sis. (C, F) specifies the basic Marshallian 
market. We assume there is no bound 
on the number of firms with access to a 
particular cost function. This captures 
the idea of free entry. Of course in equi- 
librium, demand will limit the number 
of firms using a technology. 

A perfectly competitive sequence of 
markets [M(a*)] is a sequence of markets 
in which firms become small relative to 
the market. Let C be the cost function 
for a firm in market M(l). The corre- 
sponding average cost is AC x (y) * C(y)t 
y for y > 0. We take a representative 
sequence of markets by rescaling the av- 
erage cost functions: In market a, the 
output ay has the same average cost as 
output y in market 1. We can accomplish 
this by defining an a-size firm corre- 
sponding to C as a firm with cost function 
CM « aC(y/a). An a-size firm has aver- 
age cost ACM) m ACjfy/a), and attains 
minimum average cost uniquely at out- 
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put a. For each a > 0, C, and F, we 
consider a market with a countable infin- 
ity of firms with technology C a facing 
market inverse demand F. We denote 
this market by M(a). As a — > 0, firms 
become small relative to the market, and 
the aggregate production possibilities 
converge to the constant returns to scale 
case diagrammed in Figures 3b and 6. 
Given the cost function C and the inverse 
demand function F, we can define a per- 
fectly competitive sequence of markets 
by any sequence of strictly positive real 
numbers less than or equal to one, where 
the sequence, representing firm size, 
shrinks to zero. We denote the limit mar- 
ket by M(0). In particular, if the sequence 
of firm sizes is 1, Va, Vb, . . . then the 
perfectly competitve sequence of mar- 
kets may be thought of as resulting from 
repeated replication of demand followed 
by the representation of output in per- 
capita (actually per-replication) units. 

Cournot equilibrium requires that the 
quantity actions of firms maximize profit 
given the quantity actions of all other 
firms. In equilibrium no firm makes neg- 
ative profit, because exit is possible and 
yields zero profit. Similarly, the assump- 
tion of an unbounded set of firms with 
access to the technology, only a finite 
number of which can be active (because 
of fixed costs), implies that in equilibrium 
no inactive firm can enter and make a 
positive profit. Stated precisely, a (pure 
strategy) Cournot equilibrium with entry 
for the market M(a) is an integer n and 
a set of positive outputs (y lt y 2 , . . . , 
yj such that: 

(a) (y,, y 2 , . . . , yj is an n-firm Cour- 
not equilibrium (without entry); 

that is, for all i ■ 1, 2 », 

F (2 Vj + * F 

(^&Vj + v'jV ~ C«(y) for all y S 0. 

No active firm can choose another 
prod u ction plan y and earn greater 


profit given the production plans 
of all other active firms. 

(b) entry is not profitable; that is 

f(2y t + y)y - c a (y) s o for 

all y 0. 

Cournot equilibrium with entry is an “ex- 
act” equilibrium of the model where 
firms do not take prices as given. Individ- 
ually maximizing profit, firms (noncom- 
petitively) supply exactly the quantity 
demanded by consumers at the Cournot 
equilibrium price F(2 yj). 

Finally, we define the equilibrium out- 
put of the perfectly competitive se- 
quence lM(a t )] as the limit of Xy/aq) 
where [y,(<Xt) y nk (a*)] is a Cour- 

not equilibrium with entry of the market 
M(a k ). These are called perfectly com- 
petitive equilibria. 

Our definition of perfectly competitive 
equilibrium formalizes the idea that per- 
fect competition represents a limiting 
case of regimes in which firms can influ- 
ence price. Among economists interested 
in rigorous foundations our definition 
may not at first be acceptable. They ob- 
ject because some or all of the markets 
that form a perfectly competitive se- 
quence may lack a Cournot equilibrium. 
Hence our definition is meaningless. If 
demand is downward sloping, however, 
then a Cournot equilibrium exists even- 
tually in any sequence of markets [M(a*)] 
forming a perfectly competitive se- 
quence. By assuming that demand slopes 
downward our equilibrium concept will 
apply. Theorem 1 identifies the condi- 
tions “demand price equals minimum 
per unit cost” and “demand slopes down- 
ward" in the limit market M(0) as the 
characteristics of perfectly competitive 
equilibria for a sequence (Af(a*)]. Free 
entry and exit determine the mass of ac- 
tive firms endogenously. Avenge cost 
curves are U-shaped (and so firm technol- 
ogy is not convex). The theory does not 
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assume price-taking behavior. Equilib- 
rium is exact, production equals demand, 
and all firms maximize profit. 

Theorem 1. (See Novshek 1980.) 
Given the cost function C satisfying (C), 
the inverse demand function F satisfying 
( F ), and the perfectly competitive se- 
quence [Af(otfc)], the following conditions 
are equivalent: 

(la) y * is a perfectly competitive equi- 
librium for [M(a 4 )] t and 

(lb) F(y*) = C(l) and F'( y*) < 0. 

For the case of partial equilibrium, the 
preceding result describes precisely our 
approach to perfect competition. Per- 
fectly competitive equilibria are the limit 
points of Cournot equilibria of the Mar- 
shallian markets [M(a*)]. 

This theorem establishes that these 
perfectly competitive equilibrium quan- 
tities in M(0) equate the inverse demand 
price of consumers and minimum aver- 
age cost and satisfy downward-sloping 
demand. For the case of globally down- 
ward sloping demand, the perfectly com- 
petitive equilibria of the sequence 
[Af(a*)] coincide with the unique Walra- 
sian equilibrium in the derived constant 
returns to scale market Af(0). On the 
other hand, if inverse demand is not 
globally downward sloping, 4 then there 
may be Walrasian equilibria of the de- 
rived (constant returns to scale in the ag- 
gregate) market M(0) that are not by our 
definition competitive equilibria'. These 
equilibria foil because we require that 
entry and exit also be at rest. 

Figure 7 illustrates this point. In Fig- 
ure 7, the points y* and y** are equilibria 
of the perfectly competitive sequence 
[M(ajt)j, but Q is not, even though the 
demand price of consumers and mini- 
mum average cost coincide at ff. We ar- 

* This becomes a more interesting possibility When 
demand it a function of both price ana wealth (which 
in turn depend* on price as in the d eriv a tion (t the 

supply of labor ). >; 



Figure 7 . 


gue that y does not constitute an equilib- 
rium because an infinitesimal firm in 
Af(0) can enter and make a positive profit. 
First, observe that in any Cournot equi- 
librium for the market M(a) all firms 
make non-negative profit so aggregate 
output must lie in [0, y*] or [0, y**]. 
Second, inactive firms must not profit by 
producing a, so aggregate Cournot equi- 
librium output plus a must lie in [ y*, Q] 
or [y**, «)]. This implies that aggregate 
output must lie in either the interval [ y* 
— a, y*] or [y** — a, y**]. For small o 
neither interval is near 0. In fact this is 
how one proves that la implies lb. The 
hard part of the theorem is to show that 
for a sufficiently small, if F(y*) = C(l) 
and F'(y*) < 0, then M(a) has a Cournot 
equilibrium with entry with aggregate 
output in [y* — a, y*]. 

The above argument highlights the dif- 
ferences of our equilibrium concept and 
the Walrasian equilibrium in the limit 
market. In the Walrasian theory firms 
take prices as given, and in perfect com- 
petition we justify this as an approxima- 
tion. The approximation applies so long 
as firms are small relative to their market 
and thereby have little influence in most 
any specification of strategic variables. 
Here the ability of each firm to affect 
price diminishes; however, in general 
each firm will have some influence that 
will affect the entry decision. If the entry 
of a firm will drive up price and make 



itry profitable, then inactive firms will 
ce account of this effect and enter. In 
lr model small firms correctly perceive 
ieir influence; therefore equilibrium re- 
lires that no firm can drive up prices 
' entering. 

V. The General Equilibrium Model, 
Preliminaries 

In this section we discuss the general 
uilibrium model on which we base our 
mcept of perfectly competitive equilib- 
im. In the next section the model will 
.* presented in the context of a simple 
ample. This facilitates the exposition 
id should illustrate the close relation- 
iip between the partial equilibrium and 
meral equilibrium models. 

A perfectly competitive sequence of 
onomies [£(<*)] is analogous to a per- 
tly competitive sequence of markets. 

‘ a converges to 0 firms become arbi- 
irily small relative to the economy and 
the limit economy, E( 0), are infinitesi- 
al. Each economy E( a) has an un- 
funded set of potential firms. This pro- 
des our notion of free entry. In any 
uilibrium for £(a) only a finite number 
firms can be active, so inactive firms 
ivays exist and can test the profitability 
entry. No firms enter if they cannot 
in positive profit by doing so. 

In each economy £(a), we use Cour- 
it-Nash equilibrium in quantities as our 
ution concept. As in Marshall, we treat 
nsumers as a competitive, price-taking 
:tor to focus on the role of firms and 
itry. In the Cournot tradition, quantity 
tting provides a tractable basis for our 
alysis and, as was the case in the partial 
uilibrium model, it avoids the obvious 
oblem of nonexistence of equilibrium 
at arises when firms set prices in condi- 
►ns of production under increasing re- 
ms. When firms consider a quantity 
ion (a vector of input and output lev- 
) they evaluate the corresponding 


profit using an “inverse demand” func- 
tion F. In the next section we will care- 
fully construct this function. The idea is 
this: To each vector of quantity actions 
of all firms, y, the “inverse demand” 
function associates a price vector, p, such 
that the competitive consumer sector’s 
excess demand, given prices, p, and the 
income generated by the consumers' div- 
idend payments (their fraction of the 
profit or loss for each firm), exactly 
matches the aggregate quantity action of 
the firms. Thus the payoff for each firm 
is a well-defined function of its own pro- 
duction plan and the production plans 
of other firms. Although some firms may 
be making losses, for any vector of pro- 
duction plans employed by the firms, 
prices adjust so that all markets dear. A 
Cournot equilibrium exists if (1) each 
firm takes a feasible action in its produc- 
tion set; and (2) each firm maximizes prof- 
its given F and the actions of other firms. 
The assumption of nonconvex technolo- 
gies (the general equilibrium analog of 
U-shaped average cost) implies that only 
a finite number of firms have nonzero 
actions in equilibrium. Note that inactive 
firms are available but cannot make posi- 
tive profits by entry. Hence, the entry 
process is at rest in an equilibrium. Thus 
we have a description of Cournot equilib- 
rium with free entry for each economy 
E( a). 

For each economy E(a), consider the 
set of aggregate firm actions correspond- 
ing to Cournot equilibria of E(o) relative 
to "inverse demand" F. We define die 
perfectly competitive equilibria of the se- 
quence of economies [£(<*)] to be the lim- 
its of Cournot equilibria of die £(a) econ- 
omies. Explicitly, a price vector p* and 
an aggregate production vector y* form 
a perfectly competitive equilibrium of 
the sequence [£(o)] provided that for an 
“inverse demand” selection F satisfying 
certain conditions, y* is the limit of a 
sequence [y (a)] as a co nver g es to zero. 
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where j/(ct} Is an qgregtte prod u ction 
corresponding to « Cournot equilibrium 

of £(<x) (relative to f). Tflis coincides with 
the partial equilibrium model of Section 

HI. 

Hie partial equilibrium results in Sec- 
tion III depended on a condition of 
downward sloping demand. The results 
for general equilibrium will depend on 
an analogous condition, called DSD. 
Prices determined by the '‘inverse de- 
mand" selection F must give proper en- < 
try signals. At a point satisfying the ADM i 

equilibrium conditions, additional entry 
must lead to new prices at which the en- 
trants make losses. Because input and 
output prices change, the DSD require- 
ment is that the net effect of all the price i 

changes leads to a loss for the entrant. ! 

Walras had something similar to DSD ] 
in mind (Leon Walras [1874-77] 1954, i 


Oueoce, equdtbrium pnductin* 
miaes profit relative to tbelq^^' 
prices. We wiD show that 
of the perfectly competitive sequence 
satisfy all the conditions of an ADM equi- 
librium of the limit economy E(0). Also, 
we will show that the classical welfare 
theorems still hold in our framework: ev- 
ery perfectly competitive equilibrium of 
the sequence is Pareto efficient and every 
Pareto efficient allocation for the se- 
quence can be supported as a perfectly 
competitive equilibrium of the sequence. 

V. The General Equilibrium Synthesis 


We adopted our general equilibrium 
model, with the exception of production 
sets (and our sequence of economies ap- 
proach), from the standard Arrow- De- 
breu-McKenzie model. The economies 


p. 225): 

[Ujnder free competition, if die selling price 
of * product exceeds the cost of the productive 
services for certain firms and a profit results, 
entrepreneurs will flow towards this branch of 
production or expand their output, so that the 
quantity of the product [on the market] will 
increase, its price will fall, and the difference 
between price and cost will be reduced; and, 
if [on the contrary], the cost of the productive 
services exceeds the selling price for certain 
firms, so that a loss results, entrepreneurs will 
leave this branch of production or curtail their 
output, so that the quantity of the product [on 
die market] wifi decrease, its price will rise 
and the difference between price and cost will 
again be reduced. 

In the next section we will see how 
our framework allows us to analyze a logi- 
cally pstocise general equilibrium model 
with ionconvex technologies where die 
number of active firms is determined en- 
dogenously and demand equals supply 
exactly. We do not assume price-taking 
behavior. Rather, when a converges to 
seeo the ability of a firm to affect price 
becomes arbitrarily small. At any per- 

** ’thw r»- Hth utiliV -inm nf th 


E( a) are composed of consumers and 
firms. Each consumer receives an initial 
endowment of goods and has preferences 
over potential bundles of goods. For ex- 
ample, the first two diagrams of Figure 
8 show representative indifference 
curves for two consumers, A and B, in 
an economy with two commodities, lei- 
sure and food, each of which can be con- 
sumed only in non-negative amounts. 
Both consumers prefer to consume the 
two commodities in fixed proportions, 
person A at 1: 1, person B at 1 :2. A par- 
ticular utility function that assigns utility 
equal to the minimum of / and / to a 
bundle with l units of leisure and / units 
of food represents person As prefer- 
ences. Similarly, one that assigns utility 
equal to file minimum of 21 and / to the 
bundle (/,/) represents B’s. They receive 
identical endowments of (1, 0), contain- 
ing one unit of leisure and no food. 

To construct a general equilibrium 
analog of U-shaped average cost and free 
entry we differ from the standard as 
sumptions on the producer sector in twi 

Irnw-t nf < > vs ^ rm’* r-r-h—'Hni 
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set, the set of possible production plans 
for the firm, 5 has two components. The 
first is the origin (the production plan 
with no inputs and no outputs) and the 
second component is bounded away from 
the origin, compact and strictly convex. 
By compact we mean there is some num- 
ber that is a bound for the magnitude 
of any input or output level in any feasi- 
ble production plan (boundedness), and 
if a sequence of feasible plans has a limit, 
the limit is also feasible (closedness). By 
strictly convex we mean that for any two 
production plans in this component, any 
weighted average of the two plans is in 
the interior of this component. See Fig- 
ure 9. This assumption provides a simple 
production set analog of U-shaped aver- 
age cost in partial equilibrium. Inclusion 
of the origin in the production set guaran- 
tees free exit. For our example we will 
use the simplest version of this type of 
production, an on-off technology. The 
third diagram of Figure 8 shows the tech- 
nology of a typical firm in E(l). The firm 
has only two options. It can be inactive 

^ Bsdi production plu is a vector with a complete 
sped&caMoa of all inputs and outputs for that plan. 


with production plan (0, 0), or it can use 
one unit of leisure as labor input (nega- 
tive by convention) to produce one unit 
of food as output with production plan 
(—1, 1). Observe that the production set 
{(0, 0), (—1, 1)} contains all possible in- 
put-output vectors for the firm. The firm 
cannot scale the production level up or 
down to produce (—2, 2) or (—Vi, Vi): 
there is an indivisibility in the production 
process at the firm level. 

Our model differs from the standard 
ADM one in a second way. We assume 
that there is fire entry with no bound 
on the number of possible firms. Each 
economy has an infinity of potential 
firms; a countable infinity of firms exist 
in each economy E(a), and a continuum 
of firms in the limit economy E(0). In 
the Cournot equilibria of £(a) only a fi- 
nite number of firms operate so that there 
will always be additional firms to check 
the profitability of entry. 

By rescaling technologies in a manner 
analogous to the rescaling of cost in die 
partial equilibrium model of Section III, 
we generate a sequence of economies 
[£<a)] converging to a limit economy 
E( 0). For our example, each E(a) contains 
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Figure 9 . 


a countable infinity of firms with produc- 
tion sets {(0, 0), (—a, a)}. Note that a 
firm’s technology is small relative to the 
economy when a is small. The aggregate 
production set in E(a) is {(0, 0), (—a, 
a), (—2a, 2a), . . Aggregate produc- 
tion depends only on the number of ac- 
tive firms. The aggregate production set 
“converges” to die constant returns to 
scale technology that converts labor in- 
put into food output in the ratio 1 : 1. This 
constant returns to scale technology cor- 
responds to the aggregate production set 
in the limit economy E(0) with a contin- 
uum of infinitesimal firms. (As a closed, 
convex set this limit aggregate produc- 
tion set satisfies standard ADM assump- 
tions for the production set of a single 
firm.) 

For simplicity the consumer sectors of 
each E(a) and £(0) coincide, and con- 
sumer i owns a fraction of firm t indepen- 
dent of the firm (i.e., if is the fraction 
of t owned by i, then 0 tt = 0, for all t). 
In our example consumer A owns fraction 
0 A of each firm while consumer B owns 
1 — 0 A of each firm. Let 0 A = %. Thus 
E(a) "converges” to the limit economy 
E(0) in terms of both consumer and pro- 
ducer sectors. 

In order to define a Cournot equilib- 
rium in E(a) we need a general equilib- 
rium analog of a partial equilibrium in- 
verse demand function so that firms can 
evaluate the profits corresponding to dif- 
ferent actions. There is an important dif- 


ference between partial and general 
equilibrium inverse demand functions. 
In partial equilibrium, dollar incomes re- 
main constant while a single price varies. 
In contrast, the general equilibrium in- 
verse demand function takes full account 
of the induced changes in income, 
through both changes in the value of en- 
dowments and in the received dividend 
payments. 

The assumption of equality across firms 
of each consumer’s ownership share im- 
plies that each consumer’s wealth de- 
pends only on prices p and aggregate pro- 
duction y, and not on the arrangement 
of production among firms. If consumer 
i owns fraction 0, of each firm and has 
endowment vector w ( , then at prices p 
and the aggregate production y the con- 
sumer receives dividend payment 0 ( p ■ 
y and has total income p • to, + 0, p ■ y. 
(Because inputs are negative in y, the 
sum of individual prices times planned 
inputs or outputs is just the firm’s profit 
at plan y given prices p.) If his corre- 
sponding vector of demand is DJp, p • 
w t + Q, p • y) then the excess demand 
D of the consumer sector (the sum of 
individual consumer’s gross demands, 
minus the sum of resources owned as ini- 
tial endowments by the consumer sector) 
is the function D — 2 £Vp> p • w { + 0, 

p " y) — £ u>i- An “inverse demand” 

i 

selection F(y) is a function from aggregate 
production vectors y to price vectors 
F(y) that clear markets given the action 
of firms: 2 PjC^y), F (y) * + 0, 

i 

F(y) ■ y] - 2 w t = V- This is the gen- 
< 

eral equilibrium analog of partial equilib- 
rium inverse demand. The correspond- 
ing partial equilibrium version as used 
in standard oligopoly theory would fix the 
income of consumer i at /, rather than 
recognize that price changes affect in- 
come [F((/) • w t + 0| F(y) • y]. Even after 
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price normalization several price vectors 
may clear markets given y. We assume 
F selects one of the price vectors. 

We now illustrate an inverse demand 
function in terms of our example. Every 
feasible aggregate production plan as- 
sumes the form (— t, t) where t is non- 
negative. Normalizing prices to sum to 
one (because only relative prices matter) 
the price vector is of the form (1 — p, 
p) where p lies between zero and one. 
With aggregate production (— t, t ) and 
price (1 — p, p) consumer A has income 

(i - p, p) • (i, o) + (y 4 )(i - p, p) • 

(— t, t) = 1 — p + (%)t (2p — 1) and 
consumer B has income (1 — p, p) • (1, 
0) + ( V*)(l - p, p) • ( -t , t) » 1 - p + 
(V*)t (2 p — 1). If p is strictly between 
zero and one then consumer A has de- 
mand vector (I A , l A ) and consumer B has 
demand vector [/ B /(l + p), 2/„/(l + p)] 
where /, is the income of consumer i (re- 
call Figure 8). 

The “inverse demand” F(-t, t) for the 
example must yield prices that, together 
with the resulting incomes, generate ag- 
gregate excess demand (— t, t) in the con- 
sumer sector, to match exactly the aggre- 
gate production plan. Solving for F we 
find 


F(~ 


t, t) * 

( 0 , 1 ) 

[<15t - 16)/(6f - 4), 
(12 - 9t)/(6t - 4)] 
( 1 , 0 ) 


0 <f< l Vis 

i% 5 == t < y 3 
V) < t £ 2. 


Observe that the inverse demand func- 
tion depends on preferences and the ini- 
tial distribution of wealth in the econ- 
omy. In particular, when we consider a 
sequence of economies [£(a)], the in- 
verse demand function is independent 
of a. 

Using “inverse demand" F, firms de- 
termine an equilibrium for £(a) just as 
in the partial equilibrium case. In general 


equilibrium the firms pick production 
plans to maximize profit, taking the pro- 
duction plans of all other firms as fixed. 
Free exit implies that in equilibrium no 
firm operates at a loss. Also, no inactive 
firm has an incentive to enter. Stated 
precisely, a Cournot equilibrium with 
entry for economy E(a) (relative to “in- 
verse demand” F) is an integer n, the 
number of active firms, and a set of 
nonzero production plans (y,, y 2 , . . . , 
yj such that: 

(a) (y t> y 2 , ■ . . , yj is an n-firm Cour- 
not equilibrium (without entry); 
that is, for all i = 1, 2, . . . , n, 
y { is a feasible production plan and 

F (S y> + *.) • £ F (S y, + 

y) • y for all feasible y, ana 

(b) entry is not profitable; that is 
F(J jf^ + ji) • y s 0 for all 

feasible y. 

Let F be a (continuous) “inverse de- 
mand” function for the economy £(1). 
We define a perfectly competitive equi- 
librium for the sequence of economies 
[E(ot)j as a price vector p * and an aggre- 
gate production plan y* such that (1) 
F(y*) = p* and (2) y* is the limit of aggre- 
gate production plans y(a) corresponding 
to Cournot equilibria with entry for econ- 
omies E(a) (relative to F). Observe that 
every specification of perfectly competi- 
tive equilibrium includes an underlying 
inverse demand function. 

In our example, the use of the on-off 
technology greatly simplifies the analysis 
when looking for an equilibrium of the 
sequence: Each firm’s profit depends 
only on whether it operates and the total 
number of active firms. In £(a), N active 
firms result in each active firm receiving 
profit a if N < ‘Viea, «t(14 - l2NaV(3Na 
2) if “Visa 44a, and —a tf 44a 

< N. Inactive firms always have profit 
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zero. To be a Cournot equilibrium each 
active firm must have non-negative 
profit , so in equilibrium N £ %a. On 
the other hand, in Cournot equilibrium 
inactive firms must not have an incentive 
to be active, so in equilibrium N + 1 s 
%a. Each £(a) has a Cournot equilibrium 
with N(a) active firms where N(a) is the 
integer between (%a) - 1 and %a (when 
%a is an integer there are two values of 
N that work). The aggregate production 
plan in the Cournot equilibrium is 
N(aX~a, a) which differs from (—Vs, %) 
by no more than a units of input and a 
units of output. Thus in our example, 
p* — (Vi, Vi) and y* — (— %, 7 /«) is a 
perfectly competitive equilibrium for the 
sequence of economies [E(ot)]. At these 
prices consumer A chooses (Vi, Vi), con- 
sumer B chooses (Vi, %), and supply 
equals demand. Note that this agrees 
with the ADM equilibrium of the limit 
economy E(0). 

Next we would like to prove the first 
classical theorem of welfare economics: 
Perfectly competitive equilibria for the 
sequence [E(a)j are efficient in the sense 
of Pareto. We begin by defining a Pareto 
efficient allocation for the perfectly com- 
petitive sequence [E(a)]. First observe 
the way in which the sequence [£(a)] 
converges to E(0): The demand sectors 
of each £(a) coincide with the demand 
sector in the limit economy £(0), and the 
aggregate production sets in £(a) con- 
verge to the constant returns to scale ag- 
gregate production set in the limit econ- 
omy £( 0). As a consequence we define 
efficiency for the perfectly competitive 
sequence [E(a)j partially in terms of the 
limit economy £(0). 

A vector listing the consumption of 
each consumer and an aggregate produc- 
tion plan is called an allocation; if it is 
feasible for £(0) then we say it is feasible 
for the sequence [£(a)j. Feasibility re- 
quires that aggregate consumption differ 
from aggregate production by exactly the 


aggregate endowment and also that ag- 
gregate production belong to the con- 
stant returns to scale aggregate produc- 
tion set of the limit economy £( 0). An 
allocation for the perfectly competitive 
sequence [£(a)J Pareto dominates an al- 
ternative allocation if it makes at least 
one consumer better off while leaving the 
remaining consumers at least as well off. 
A feasible allocation for the sequence 
[£(a)] is Pareto efficient if no feasible allo- 
cation Pareto dominates it. 

Proposition. Equilibria of the per- 
fectly competitive sequence (£(a)] are 
Pareto efficient. 

The standard argument for this result, 
applied to our example, proceeds as fol- 
lows. Recall that the perfectly competi- 
tive equilibrium for the sequence [£(a)j 
has corresponding allocation (Vi, Vs) for 
A, (Vi, %) for B, and aggregate produc- 
tion plan (—7 b, %) that yields zero profit 
at prices (Vi, Vi). This means that A sup- 
plies one-half of a unit of leisure (as labor 
input to the production process) and con- 
sumes one-half of a unit of food, while 
B supplies two-thirds of a unit of leisure 
and consumes two-thirds of a unit of food. 
In order to prove the proposition we 
must show that any allocation that Pareto 
dominates the equilibrium allocation is 
not feasible. 

The set of bundles that A considers 
at least as good as (Vi, Vi) is = {/, 
f)\l a Vi, / 2: Vi}. Similarly, X B — {l, 
f)\l a: Vi, / a %}. To make one of A 
and B better off while keeping the other 
at least as well off would require in excess 
of % units of leisure and in excess of % 
units of food. But with only two units of 
leisure available in the economy, more 
than % units of food must be produced 
from less than %(»£-%) units of labor. 
One can see immediately that such a pro- 
duction plan is not feasible with the one 
unit of food for each unit of labor constant 
returns to scale aggregate production set 
of the limit economy £(0). 
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In general, we must use a less direct 
argument to show that a Pareto-dominat- 
ing allocation a is not feasible. We com- 
bine the observation that, relative to the 
price system (Vi, Vi), the production plan 
that matches aggregate net consumption 
in a must yield a greater profit than does 
(— %, %) with the feet that (— %, 7 A) is 
profit maximal in £(0). 

What are the properties of equilibria 
of the perfectly competitive sequence 
[£(a)]? How are these equilibria related 
to the ADM (price-taking) equilibria of 
the limit economy £(0)? The answers 
agree with the partial equilibrium results 
of Theorem 1: The equilibria of the per- 
fectly competitive sequence are those 
ADM equilibria of the limit economy that 
satisfy an additional condition, DSD. 
This condition is related to downward 
sloping demand in the partial equilib- 
rium case. 

Consider an equilibrium of the per- 
fectly competitive sequence ip*, y*) rela- 
tive to the “inverse demand” function, 
F. In £(a), a firm has a production set 
comprised of two components, the no- 
production component and the produc- 
tion one and the “inverse demand” func- 
tion is continuous in a neighborhood of 
y*. In our example the latter component 
of the production set contained the single 
production plan, (—a, a). Though we did 
not assume price-taking behavior, as a 
converges to zero a firm’s ability to affect 
price becomes arbitrarily small. For a 
> 0 the entry or exit of firms has an effect 
on price. In the limit this effect disap- 
pears and the aggregate production plan 
y* must maximize profit over the aggre- 
gate production set (a constant returns 
to scale cone) relative to prices p*, and 
must satisfy p* • y* * 0. (Because “in- 
verse demand” is continuous near y*. 
and the aggregate productions in the se- 
quence of Cournot equilibria converge 
to y*, if p* • y* > 0 then, for small a, 
some feasible action for a firm in E(a) 


would earn strictly positive profit at the 
Cournot equilibrium despite the price 
change due to entry by a single firm. 
Hence all firms should be active. Simi- 
larly, if p* • y* < 0 then some active 
firms in the Cournot equilibria of E(a) 
make a loss, and should exit. If p* • y* 
= 0 but p* • y > 0 for some y in the 
aggregate production set then again some 
firms could not have been maximizing 
in £(a).) By an interchangeability lemma 6 
(see Koopmans 1957, p. 13) adjusted for 
the feet that in the limit there is a contin- 
uum of firms, any decomposition of y* 
into feasible actions for the individual in- 
finitesimal firms in £(0) is such that all 
firms’ actions must be profit maximizing 
over their production sets relative to 
prices p*. Thus the actions of firms are 
as if they are price takers in equilibrium, 
and an equilibrium of the perfectly com- 
petitive sequence is an ADM equilib- 
rium of the limit economy £(0). 

A slight modification of our example 
demonstrates the differences between 
the requirement that in the limit firms 
are unable to influence price, and the 
assumption of price-taking behavior. The 
equilibria of the perfectly competitive se- 
quence must satisfy an additional condi- 
tion, (weak) DSD. The DSD condition 
is necessary to ensure equilibrium in the 
entry decision. As a converges to zero, 
in the sequence of economies [£(a)] firms 
become arbitrarily small relative to the 
market and thus have arbitrarily small 
impact on prices. Therefore, any produc- 
tion plan y in oT with p* • y < 0 would 
not (for a sufficiently small) be able to 
change price enough to make a non-nega- 
tive profit. Because max p* • y ® p* • 

8 The interchangeability lemma of Koopmans states 
that if one maximises separately a linear funct i o na l 
on two sets A and B then its lanfcanm vafcae on 
A + B is simply the sam of the previews ■aritwai 
In leu mathematical terms it states that oentnkaed 
planning yields the same results as d atertT a fi a n d 
planning. 
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y* — 0, no actions ay in aY with p* • y 
> 0 are available. In our example, when 
an inactive firm becomes active it 
changes price by approximately a[<5F/ 
dy{y)\ (—1, 1)' where [<?F/dt/(t/)] is the 2 
x 2 matrix of partial derivatives. Because 
an active firm produces a(— 1, 1), the en- 
trant’s profit minus the incumbent’s 
profit before this additional entry is ap- 
proximately a 2 (-1, 1) [dF/dy(y)](-l, 1)'. 
For the case of n commodities, the ex- 
pression a 2 y'[dF/dy(y*)]y is (approxi- 
mately) the profit differential (above the 
profit made by an active firm before this 
additional entry) available to an inactive 
firm by switching to ay in aY with p* • 
y * 0 in the £(a) equilibrium. Weak 
DSD requires that this profit differential 
be nonpositive. When weak DSD fails, 
inactive firms could not be profit maxi- 
mizing (or a sufficiently small. Thus firms 
would want to enter in £(a), and y* could 
not be a limit point of any sequence of 
equilibria of E(a) relative to F. 

The DSD requirement, a static stabil- 
ity condition, is similar in spirit to Hick- 
sian perfect stability (John Hicks 1839). 
Each considers changes in a single “mar- 
ket" at a time. Hicksian perfect stability 
requires that a fell in the price of a single 
commodity make demand exceed supply 
for that commodity (with or without other 
prices adjusting to clear other markets). 
The DSD condition applies to a change 
in the number of active firms of a particu- 
lar type, with the corresponding change 
in aggregate production being a simulta- 
neous change in several input and output 
commodities. Prices adjust to dear all 
markets given the new aggregate produc- 
tion. DSD requires that the profit for 
firms declines as more firms enter. Static 
equilibrium of the perfectly competitive 
sequence requires DSD. 

We can demonstrate the consequences 
of failure of weak DSD in a slightly modi- 
fied version of our example. Consider an 
example in which consumer A owns one- 


fourth rather than three-fourths of each 
firm. For some aggregate production 
more than one price vector would clear 
the market, so the “inverse demand” F 
must be a selection from these prices. 
In particular let us examine the ADM 
equilibrium p* — (Vz, Vz), y* — (— %, 
%) which is unchanged because there are 
zero profits in that equilibrium. Taking 
the “inverse demand” with F [(— %, %)] 
= (Vi, Vi ) and which is continuous near 
the ADM equilibrium y*, we obtain 
F[(— f, *)] = [(16 - 13t)/(4 - 2 1), (11 1 - 
12V(4 - 2t)] for 'Vu s i s »yi 3 . Notice 
that p* = (Vi, Vz), y* ** (-%, 7 /«) cannot 
be an equilibrium for the perfectly com- 
petitive sequence [E(a)]: No Cournot 
equilibrium for any small a has aggregate 
production corresponding to t near %. 
Such a Cournot equilibrium would re- 
quire the number of active firms, N, to 
be between ‘Vna and '%3a. In that re- 
gion each active firm earns a(12Na - 
14)/(2 - Na), which is negative for N 
< Vea. For N St 7 /ea, by engaging in pro- 
duction, an inactive firm changes from 
zero to strictly positive profit. Cournot 
equilibria cannot exist near p* = (Vz, Vz), 
y* = (— %, %) f or small a because 
weak DSD fails. The ADM equilibrium 
for £(0) is not an equilibrium for the per- 
fectly competitive sequence [£(a)]. 

Prices give the wrong entry signals in 
this example because of the general equi- 
librium income effects in £(a). The entry 
of an additional firm will result in a lower 
price for labor relative to (bod yielding 
profit for the entering firm. The neces- 
sary additional labor is obtained by low- 
ering the wage. Because A owns only a 
small fraction of each firm, the reduction 
in the value of his leisure endowment 
(as labor) dominates his extra dividend 
(all active firms have strictly greater 
profit after the entry of an additional firm) 
and his income fells. Thus he reduces 
his demand for both leisure and food 
equally. On the other hand B owns a 
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large fraction of each firm, and his larger 
dividend dominates the reduction in 
value of his leisure endowment. Con- 
sumer B receives a larger income and 
demands both more leisure and more 
food, but in the ratio 1:2. The extra labor 
needed for production by the entrant and 
to compensate for reduced labor by B 
comes from A. B consumes the extra food 
produced and the extra food available be- 
cause of the reduced demand by A. 
Though each consumer and firm is well 
behaved in a partial equilibrium sense, 
the general equilibrium income effects 
lead to an analog of upward sloping de- 
mand providing wrong entry signals. 

The second welfare theorem is a more 
difficult theorem in our context. Accord- 
ing to the ADM second welfare theorem, 
under suitable assumptions, every Pareto 
efficient allocation can be supported as 
an ADM equilibrium by redistributing 
wealth; however, not every ADM equi- 
librium of the limit economy £(0) is an 
equilibrium of the perfectly competitive 
sequence [E(a)j. In our context we must 
redistribute initial endowments and own- 
ership shares so that prices give correct 
entry signals (DSD holds). Otherwise, 
entry and exit might not cease near the 
Pareto efficient allocation, and therefore 
that allocation would not be a limit of 
Coumot equilibria of E(a), that is, an 
equilibrium of the perfectly competitive 
sequence [£(a)]. 

Despite the extra difficulties imposed 
by the requirement that prices give cor- 
rect entry signals, it remains true that 
under rather general conditions (such as 
no externalities) a Pareto efficient alloca- 
tion can be supported as an equilibrium 
of a perfectly competitive sequence. To 
do so, the redistribution of endowments 
and ownership shares must not only gen- 
erate the required wealth level for each 
consumer but also ensure that prices give 
correct entry signals. 

Proposition. For every Pareto efficient 


allocation of the perfectly competitive se- 
quence [£(a)]> there exists a redistribu- 
tion of ownership and initial endowments 
so that this allocation is a perfectly com- 
petitive equilibrium for the sequence 
[£'(a)J obtained from [£(<*)] by the redis- 
tribution. 

We can demonstrate this result in 
terms of our example. The first step is 
to find all Pareto efficient allocations. Set 
a utility level u for consumer A. Maxi- 
mize the utility of B subject to the con- 
straints that the leisure-food allocation to 
A yields utility level at least u, and the 
allocation to A and B is feasible given 
their aggregate initial endowment and 
the constant returns to scale technology 
of the aggregate production set of £( 0). 
Vary the utility level assigned to con- 
sumer A to trace out all Pareto efficient 
allocations. 

By the nature of consumer A’s prefer- 
ences (recall Figure 8), his utility de- 
pends on the minimum of the amounts 
of leisure and food he obtains. If his allo- 
cation has different amounts of leisure 
and food, then the excess amount of one 
above the other is wasted. Because that 
excess added to B s bundle might in- 
crease the utility of consumer fl. it should 
be clear that for this special example we 
can fix consumer A s bundle, with equal 
amounts of leisure and food, rather than 
fixing his utility level. If A receives bun- 
dle (1 — d, 1 — d), then a total of 2 — 
2d units of leisure are used (including 
the 1 - d units to produce the food con- 
sumed by A) so 2d units of leisure re- 
main. The problem is to maximize B's 
utility given those 2d units of leisure and 
the technology that turns labor into food 
in a 1:1 ratio. Any bundle (2d — /. /) 
with / between zero and 2d can be as- 
signed to B, and the problem resembles 
a standard partial equilibrium consumer 
choice problem (see Figure 10) with solu- 
tion (/, /) * (2 d/3, 4dl 3). As d varies be- 
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2d Leisure 

Figure 10. 

tween zero and one we trace out all Par- 
eto efficient allocations, with d — 0 corre- 
sponding to B’s receiving nothing, and 
d = 1 corresponding to As receiving 
nothing. Observe that as d varies, the 
aggregate production (~1 — d/3, 1 + 
d/3) also varies. 

With constant returns to scale technol- 
ogy, every ADM equilibrium will have 
zero profit and prices p* = (Vs, Vs). Thus 
the Pareto efficient allocations can be 
supported as ADM equilibrium of E( 0) 
only by assigning ownership of 2 — 2d 
units of the aggregate leisure endowment 
to A and the remaining 2d units to B. 
This generates the required wealth levels 
so that each consumer can purchase the 
appropriate bundle with prices (Vs, Vs). 
The ownership share of firms is irrelevant 
fin- the ADM equilibria. 

To support these Pareto efficient allo- 
cations as equilibria of a perfectly compe- 
titive sequence [E'(a)J we must also as- 
sign ownership of 2 — 2d units of the 
aggregate leisure endowment to A and 
2d units to B in order to generate appro- 
priate wealth levels. However, we must 
also assign the ownership share of the 
firms so that prices give the correct entry 
signals in E(a). The equilibrium corre- 
sponding to d must have aggregate pro- 


duction (—1 - d/3, 1 + d/3) and prices 
p* = (Vs, Vs). Solving for the “inverse 
demand” selection F which is continuous 
near (-1 — d/3, 1 + d/3) and satisfies 
F[(-l - d/3, 1 + d/3)] = (Vs, Vs) we 
obtain 

F[(-f,t)] = [(3t+0f-4)/(2d+20f-2), 

(2d + 0t - 3t + 2)/(2 d + 20i - 2)] 

for t near 1 + d/3 where 0 is the fraction 
of each firm owned by consumer A. In 
E(a), when aggregate output is near (— 1 

— d/3, 1 + d/3) the entry of an additional 
firm changes the profit of each active firm 
by approximately (—a, a) ■ dF/dt [(—1 — 
d/3, 1 + d/3)] a = -9a 2 /(0d + 30 + 3 d 

— 3) (t changes by a when a firm enters) 
which must be negative for DSD to hold. 
To give correct entry signals, we must 
redistribute ownership shares so that 
consumer A owns fraction 0 > 3(1 — d)/ 
(d + 3) of each firm. This is possible for 
each Pareto efficient allocation corre- 
sponding to a d value greater than zero. 
That this can be done in genera] depends 
on a revealed preference argument. 7 

It is important to observe that our ver- 
sion of the second welfare theorem re- 
quires more flexibility of transfers than 
the corresponding ADM result (Debreu 
1959, p. 95). In that theory all of the 
required redistribution can be achieved 
by means of a single commodity, which 
may be thought of as “government wealth 
transfer.” Here more than a single com- 
modity may need to be redistributed be- 
cause the allocation of all of the endow- 
ments is important, not just the 
purchasing power. Leonid Hurwicz 
(1959) refers to Hie property that every 

7 At d *» 0 we hit the constraint tsl. With d m 
0 and 8 * 1 we have essentially a one-person econ- 
omy; consumer A owns ail the aggregate endowment 
and all of the firms. Because of the kink in the indif- 
ference curves in our special example, F cannot be 
made continuous near (-1, 1) for this case. Thus in 
this case there is a Pareto efficient a l loca t ion that 
cannot be achieved as a perfectly competitive equilib- 
rium of a sequence (F'(a)]; however, this is an artifact 
of the fact that pr e ferences are not diferentiable. 
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optimum is an equilibrium (after redistri- 
bution) as “unbiasedness.” Our analysis 
suggests a bias of the competitive mecha- 
nism beyond that which government 
transfers can correct. This bias can be 
corrected, but the correction in general 
requires more than the redistribution of 
a single commodity. From the viewpoint 
presented here, the competitive mecha- 
nism has the bias that it can seek out 
only those optima that, with the means 
of transfer at hand, give the necessary 
entry signals. 

VI. Dynamics 

Marshall and Walras examined a long- 
run equilibrium in which all factors vary 
freely and “flow toward that branch of 
production” where they can realize prof- 
its. In the short run the returns to fixed 
factors do not necessarily equalize. At 
each moment, prices clear markets, but 
these prices reflect only the relative scar- 
city of the variable factors. Walras de- 
scribed the process from which these 
prices derive by a t&tonnement. 

In each E(a) firms correctly perceive 
the prices, F(y), that will prevail given 
any aggregate production y. Thus our 
analysis presupposes an anticipated ad- 
justment of prices to clear markets, a ta- 
tonnement for the exchange economy 
generated by a fixed production vector 
y. In each Cournot equilibrium firms an- 
ticipate that the price vector F(y) will re- 
sult from production y. At the equilib- 
rium the prevailing price is the right 
price; that is, it equates supply and de- 
mand. Thus, no firm actually changes 
output in an equilibrium. We could have 
assumed that firms formed a subjective 
F(y), but we required that F(y) actually 
clear markets. For our model of dynamics 
we assume that the adjustment of prices 
to dear markets is instantaneous relative 
to the speed at which firms are able to 
change production levels. 

Following the standard Marshallian 


framework, we next consider the quan- 
tity adjustments of a fixed number of ac- 
tive firms to achieve a short-run equilib- 
rium. In E(a) we assume a continuous 
Cournot dynamics. Assuming all other 
firms’ outputs are fixed, each active firm 
changes its output continuously. In the 
limit economy E(0), each firm is infinites- 
imal and this dynamics agrees with that 
generated by firms viewing price as fixed. 
In both E(0) and E(a) the firms do not 
account for the adjustments of other firms 
or the changing of price over time. We 
prohibit exit in the short run, so that an 
active firm cannot produce zero. It must 
produce from the nonzero component of 
its production set (e.g., some inputs may 
be fixed in the short run so that even if 
all outputs are zero some inputs are 
used). If F is continuously differentiable 
and a is small, then the firm has little 
effect on price. Thus the incentives and 
behavior of the firm in the short-run dy- 
namic for E(a) “converge to” that in the 
short-run dynamic for £(0). 

We build a bridge between the short 
run and the long run in the following 
manner. For concreteness, let us refer 
to the fixed factor as entrepreneurship. 
After each short-run adjustment we as- 
sume that entrepreneurship flows toward 
higher profits; that is, the number of ac- 
tive firms in each industry changes be- 
cause of their profitability. Following 
such a period of factor movement, a new 
short-run equilibrium arises with associ- 
ated prices, which lead to new incentives 
for factors to move, and so on. From 
this standpoint the fatonnement occurs 
quickly relative to the short-run quantity 
adjustment of firms, which in turn takes 
place faster than the entry and exit ad- 
justment of the entrepreneurial factor. 
As in the short-run adjustment, in £(a), 
recognizing only their own effect on 
price, firms enter or leave, so again, in 
E(0) this entry dynamic agrees with that 
generated by viewing price as fixed. In 
both the short and king run, firms behave 
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myopically. The entry-exit decision is a 
choice of production set aY or {Of (recall 
Figure 9). If F is continuously differenti- 
able and a is small, then the firm’s deci- 
sion has little effect on price. Thus the 
incentives and behavior of the firm in 
the long-run dynamic for E(a) “converge 
to” that in the long-run dynamic for E(0). 

The OSD condition suggests a dy- 
namic theory of convergence to the long- 
run equilibrium, in which the realign- 
ment of the entrepreneurial factor plays 
a significant role. Because DSD is a nec- 
essary condition for equilibrium of the 
perfectly competitive sequence [E(ot)], 
no infinitesimal firm in £(0) can enter 
with positive profit at an equilibrium. 
However, we can conceive of a model 
where out of a long-run equilibrium the 
entry and exit of firms in a sector is pro- 
portional to the returns to the entrepre- 
neurial factor available there. This leads 
us to consider the stability of the equilib- 
rium introduced in the previous sections. 
It relates to the questions of whether re- 
turns to the homogeneous entrepreneu- 
rial factors tend to equalize and whether 
myopic profit-seeking behavior moves an 
economy toward a Pareto optimum. In 
addition, it is relevant to die viability of 
a planning procedure in' which central 
planners increase production in the most 
profitable sectors. 

Our previous argument that when a 
is small, both the short- and long-run dy- 
namics in E(a) will be similar to the dy- 
namics in E(0) assures us that we lose 
no generality by examfeing E( 0) alone. 
Hence, for simplicity we will discuss the 
dynamics in terms of the limit economy 
E(0). Our three stages pS dynamics are 
as follows: 

/• 

1. instantaneous adjustment of prices 
to dear markets given any aggregate 
production y; 4 

2. output adjustment Mr a fixed num- 
ber (mass) of firms, teach viewing 
price as fixed at each instant, to 


reach a short-run equilibrium; and 

3. entry and exit at a rate proportional 
to the (firm) profit levels in each 
industry to reach a long-run equilib- 
rium. 

The partial equilibrium market M( 0) 
used in Section III adequately illustrates 
the dynamics that we have in mind. We 
add to the hypotheses from that section 
the condition that F is nonincreasing and 
there exists a unique y* such that F(y*) 
= C( 1). In this case there is a unique 
equilibrium. 

Introduction of the dynamics is as fol- 
lows. For each aggregate output y, F(y) 
gives market-clearing prices, the adjust- 
ment process of which is stable because 
F is nonincreasing. In the short run an 
active firm must produce a positive quan- 
tity whether or not the positive profit- 
maximizing action yields positive profit. 
Each active firm increases output when- 
ever the current price exceeds the mar- 
ginal cost at the current output level and 
decreases output when current marginal 
cost exceeds price. This adjustment is 
also stable because F is nonincreasing 
and all firms have nondecreasing mar- 
ginal cost. For each mass of active firms 
p, the short-run equilibrium price associ- 
ated with p., p(u), is determined as fol- 
lows: 

1. Supply, S[p(p)], is the integral of 
the profit-maximizing actions of the 
p active firms at price p(p), and 

2. F[S(p(p)] = p( fi); that is, the inverse 
demand of supply at p(p.) is p(p,), 
or short-run supply equals demand 
at p(p). 

Let ir(p) denote the profit of each ac- 
tive firm when there are p active firms 
in short-run equilibrium. If DSD holds, 
then a mass of active firms p less than 
(greater than) the mass of active firms 
in the equilibrium of die perfectly com- 
petitive sequence receives positive (neg- 
ative) profit. Thus in this case the tong- 
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run equilibrium is globally stable under 
the long-run adjustment process: dyJdt 
- it(|ji). Let us pause to interpret this. 
Suppose that we start with the initial 
mass of active firms |i(0). The prices, 
p[p(0)], provide signals for entry. Over 
time the mass of active firms changes, 
inducing a continuum of short-run equi- 
libria. The mass of active firms adjusts 
toward the final equilibrium at which 
firms earn zero profits and produce at 
efficient scale. 

To examine these ideas in more detail 
we return to our original general equilib- 
rium example. Recall consumer As own- 
ership share of firms is 0. For 0 > ¥r 
there is a unique equilibrium for [E(a)J, 
the unique ADM equilibrium of £( 0), 
and DSD is satisfied. For any initial mass 
of active firms that leaves consumers in 
their consumption sets when each active 
firm produces at the efficient point (— 1, 
1), the dynamics defined by dyJdt = ir(p) 
converge to the unique equilibrium 
p* = %. On the other hand, if 0 < ¥ 7 , 
then the unique ADM equilibrium re- 
mains p* = %, but this allocation is not 
even locally stable. It is not locally stable 
for either the first-stage tfitonnement or 
for the third-stage entry dynamic using 
the “inverse demand” given in Section 
V. See Lars Svensson (1984). 

The example at hand lends itself to a 
planning interpretation. Suppose that 
the central authority provides licenses for 
opening or closing facilities, but aside 
from this allows prices to be flexible. In 
the example we start with a certain mass 
of licensed facilities. If 6 > ¥r, then the 
procedure that has facilities open when 
profits are positive and closed when there 
are losses converges to the unique Pareto 
optimal allocation. 

Let us summarize the dynamics. Prior 
to this section we were concerned with 
static analysis. We treated time in the 
spirt of Debreu’s Theory of Value, by 
dsding all commodities and opening all 
markets only once for the purpose of de- 


ciding on “who was to deliver what to 
whom and on what date." In this section 
the analysis is dynamic and temporary 
equilibrium in spirit. Markets open for 
today's exchange. The prices determined 
in those markets determine profits, 
which induce factor movements and a dif- 
ferent distribution of firms tomorrow. 
The new distribution of immoble factors 
makes tomorrow’s prices different from 
today’s and so profits differ, etc. In our 
temporary equilibrium analysis we as- 
sume that firms are myopic; they do not 
consider how prices will change over 
time. Even with such nearsightedness, 
for our example, when prices provide the 
correct entry signals and so equilibrium 
exists, equilibrium is globally stable. This 
of course provides a strong link between 
the existence and stability theorem, and 
we consider this to be very much in the 
spirit of both Walrasian and Marshallian 
analysis. 

VII. Conclusion 

As we have shown, with the right 
model it is not so difficult to travel be- 
tween the world of the general equilib- 
rium theorist and the Marshallian, partial 
equilibrium analyst. Furthermore, there 
are substantial gains from trade! A rigor- 
ous general equilibrium framework in- 
corporates the Marshallian model, with 
marginal firms and U-shaped average 
costs. Perfect competition pertains to 
markets where firms are relatively small. 
In this case their ability to influence price 
disappears and price-taking behavior re- 
sults from our theory. This is because 
in perfectly competitive environments 
the production sector mimics the behav- 
ior of a manager who is unable to influ- 
ence price. Notice the enhancement of 
the classical welfare theorems: Competi- 
tion leads to the number of active firms 
consistent with Pareto efficiency; it does 
not require the assumption of convex 
technology for the second welfare theo- 
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rem (this is in part because Cournot equi- 
librium does not require convexity); it 
highlights die effects of the distribution 
of wealth on the entry signals conveyed 
by prices and so on. Finally, the assump- 
tion that profits induce entry (and losses 
induce exit) plays a major role in the anal- 
ysis and suggests a classical but much 
neglected dynamics that fits well with the 
Marshallian vision. 

Our analysis suggests that we need not 
be content with a general equilibrium 
theory that excludes marginal firms and 
free entry and hypothesizes price-taking 
behavior for firms without regard to their 
strategic opportunities. At the same time 
we need not settle for a theory of value 
that does not account for intermarket ef- 
fects and relies on indirect measures, 
such as consumer and producer surplus, 
for its welfare economics. We should be 
all the more suspicious of a theory that 
loosely specifies behavior and equilib- 
rium. The theory exposited here does 
have its special features, but it is precise, 
and it allows us to encompass both the 
Marshallian framework and the classical 
welfare theorems. With this theory less 
compromise between descriptive rele- 
vance and mathematical precision is 
required, and as a result there should 
be better communication between the 
"highbrow" and the “bread and butter" 
theorists. 
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economic behavior. By Adrian Furnham and 
Alan Lewis. New York: St. Martin's Press, 
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Economists are imperialists by nature. We 
view the rational choice model as the uniquely 
correct way to explain and interpret human be- 
havior, and we apply it without apology to ques- 
tions once thought the exclusive province of 
other disciplines. Equally, we are disinclined 
to view facts and theories from other disciplines 
as relevant for economic behavior. 

This posture has been costly. For while the 
rational choice model has proven useful in 
countless applications, there is extensive evi- 
dence that its predictions often fail. Many of 
its failures are systematic, not random, and psy- 
chologists have played a major role in calling 
our attention to them. In one experiment, Dan- 
iel Kahneman and Amos Tversky tell a group 
of people to imagine that, having earlier pur- 
chased theater tickets for $10, they arrive at 
the theater only to discover they have lost 
them. Members of a second group are told to 
picture themselves arriving just before the per- 
formance to buy their tickets when they find 
that they have each lost $10 from their wallets. 
People in both groups are then asked whether 
they will continue with their plans to attend 
the performance. In the rational choice model, 
the forces governing this decision are the same 
for both groups. Losing a $10 ticket should have 
precisely the same efcct as toeing a $10 bill. 
And yet, in repeated trials, most people in the 
first group say they would not attend the perfor- 
mance, while an overwhelming majority — 88 
percent — in the second group say they would. 

Now Adrian Furnham and Alan Lewis have 
written The Economic Mind, in which they 


summarize the findings of literally hundreds 
of studies in social psychology that bear on eco- 
nomic behavior. Many of the experiments they 
report are interesting quite apart from their 
possible implications for economic choices. One 
particular collection of studies, for example, 
asks people to estimate the physical size of coins 
of various denominations. The consistent find- 
ing is that the estimates are strongly negatively 
correlated with income: The poor, for whom 
concerns about money understandably loom 
large, think coins are much bigger than the 
rich do. 

Under the heading of “Social Issues and Prob- 
lems," Furnham and Lewis review studies that 
relate to poverty, wealth, unemployment, and 
the Protestant work ethic. The best of this mate- 
rial relates to the decline of the latter and its 
replacement by the so-called “wealth ethic, ' 
in which activities are valued only insofar as 
they augment personal wealth. Other authors 
have argued that moral norms, such as those 
prominent in the Protestant work ethic are im- 
portant for solving principal-agent problems. 
It may be no accident, then, that economists' 
interest in these problems has grown with the 
emergence of the wealth ethic. 

Furnham and Lewis review numerous stud- 
ies on consumption and saving that will be use- 
ful to economists for suggesting additional con- 
trol variables — especially attitudina) ones — for 
empirical work. The literature they cite makes 
a convincing case that attitudes account for a 
great deal of the observed variation in individ- 
ual usings rates. 

They also discuss gambling, a topic that has 
troubled proponents of the rational choice 
model for many decades. They cite Gdovidt s 
provocative finding that people are much more 
likely to gamble when the process affords at 
least the illusion of personal control. Picking a 
number on a roulette wheel, for example, is 
apparently much more attractive than trying 
to draw a preassigned ball from an urn, even 
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when the expected payoffs are identical. This 
finding is obviously unfriendly to the rational 
choice model, and may help explain the Clotfel- 
ter and Cook finding (1986) that state lotteries 
did not succeed until they gave people a chance 
to pick their own numbers. 

The last substantive chapter in the book, in 
many ways the most interesting, deals with tax- 
ation. It draws heavily on Lewis’ earlier work 
on the subject. Among other things, it tells us 
what factors shape attitudes about the fairness 
of taxes, which people are most likely to cheat, 
and how people perceive the odds of getting 
caught. 

Perhaps because the book tries to cover so 
much territory, there are some significant flaws, 
even an occasional factual error. On page 109, 
for example, the authors assert that reported 
happiness levels are not related to income in 
cross-section, even though numerous studies 
document a strong positive correlation (Easter- 
lin 1973). And on page 176, they state that in- 
come levels are not significantly related to 
cross-sectional savings rates. Although some 
economists may still believe this, study after 
study has shown that savings rates rise sharply 
with income in cross-section (Mayer 1972). This 
relationship holds both for measured income 
and, less strongly but still significantly, for per- 
manent income. 

I am reluctant to criticize the authors on such 
a personal matter as writing style. But in a book 
that sells for $35, it seems fair to expect the 
St. Martin’s copy editor to have labored a little 
longer on paragraphs like this one from chapter 
three, in which Hurlock, "time concepts,” and 
"number concepts” are mentioned for the first 
and last time: 

Hurlock (1972) maintains that money con- 
cepts, unlike time and number concepts, tend 
to lag behind those of many other concepts. 
Many of the filings Hurlock says have not been 
substantiated by recent research, possibly due 
to her selection of articles. However more re- 
cently there has been a great deal of research 
in this area. One theme of the earlier work which 
is still apparant [sic] in current research are [sic] 
studies on the developmental stages that chil- 
dren pass through in the acquisition of various 
economic concepts (p. 25) % 

k 

There are many nidi paragraphs in The Eco- 
nomic Mind, and they make fiat slow going. 
From an economist’s perspective, the book’s 


topic coverage may seem puzzling. In describ- 
ing their choice of material, Fumham and 
Lewis mention a distinction between “psycho- 
logical economics” and ' economic psychology.” 
The former refers “to work, mainly by econo- 
mists, that employs psychology to improve and 
expand the discipline of economics,” while the 
latter “deals more with the extension of the 
examination and investigation of social behavior 
into the economic realm’’ (p. 18). The authors 
declare economic psychology to be the main 
focus of their book, which presumably explains 
why they give only fleeting attention to the 
work of "psychological economists” like Dues- 
enberry, Leibenstein, Scitovsky, and Simon, 
and make no mention at all of Akerlof, Hirsch, 
Hirschman, Pollack, or Thaler. 

But the utility of this distinction is never re- 
ally made clear. Surely anyone — psychologist 
or economist — who has any interest in the inter- 
section of these disciplines must want to know 
how psychological concepts help explain eco- 
nomic behavior. Why should economic psychol- 
ogists be any less interested than psychological 
economists in what someone like George Aker- 
lof has to say? 

Economists and psychologists alike may also 
wonder why the authors devote such scant at- 
tention to the work of Kahneman and Tversky. 
Their “behavioral decision theory’’ pervades re- 
cent research by social psychologists in this 
country and has even begun to make its way 
into mainstream economics. And yet, in The 
Economic Mind, this work merits little more 
than a single page. 

Like most authors, Fumham and Lewis com- 
plain that space limitations prevented them 
from covering much valuable material. At least 
some of what they did include, however, would 
have been better left out. More careful wielding 
of the editorial scalpel would have made room 
to discuss, say, the vast prisoner’s dilemma lit- 
erature, or some of the countless other studies 
in social psychology that bear directly on 
whether people pursue self-interest. For both 
economic psychologists and psychological econ- 
omists, this would have made for a stronger 
book. Even so, much of the research discussed 
in The Economic Mind will prove useful for 
economists who are willing to question the de- 
scriptive accuracy of the rational choice model. 

Robert H. Frank 

Cornell University 
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020 General Economic Theory 

Superfaimess: Applications and theory. By 
William j. Baumol with contributions by 
Dietrich Fisciieh. Cambridge, MAand Lon- 
don, England: MIT Press, 1986. Pp. xi, 266. 
$20.00. ISBN 0-262-02234-6. JEL 86-0977 
The general concept of fairness is old but 
since the end of 1960 its connotation of an envy- 
free allocation has been the object of extensive 
analysis in economic theory. A merit of the con- 
cept is that it generalizes the simple rule of 
equal division to complex situations without 
making use of interpersonal utility comparisons. 
In the present book William Baumol applies 
the concept to a number of relevant policy ques- 
tions, e.g., industry pricing in a multiproduct 
firm, public pricing, compensation for external- 
ities and the function of an arbitrator. 

The volume contains twelve chapters, some 
of which to a great extent stand by themselves 
and were previously published in various eco- 
nomic journals between 1969 and 1982. The 
general structure of the book consists of three 
introductory chapters, where the bask- theoreti- 
cal issues are presented, followed by a number 
of concrete examples of application. 

The reader is first given an overview of the 
theory of fairness. The presentation is mostly 
elementary and often restricted to two individu- 
als and two commodities taking advantage of 
the Edgeworth box. The diagrammatic analysis 
is sometimes heavy going but requires no com- 
plex mathematics. For the normative analysis, 
basic concepts such as superfaimess, super- 
equal and Pareto optimality are introduced. 
Those are global concepts, but for the applica- 
tions corresponding partial or local concepts are 
mote pertinent and lead to tbe concepts of in- 
cremental superfaimess, incremental super- 


equality and Pareto improvements. There is of 
course a danger in the use of local concepts 
for analysis and later in the book one can find 
examples where, e.g., an incremental superfair 
policy may change a superfair situation to an 
unfair one. Even though the partial analysis is 
directed towards applications, it has at least in 
one respect a value of its own. The fairness 
criterion (i.e. , envy-free) does not generally sin- 
gle out a unique state as tbe fair one but a 
final choice requires some additional distribu- 
tional criterion. Here Baumol uses partial anal- 
ysis to narrow the set of fair distributions by 
taking incremental superfair steps. 

The theoretical background material con- 
cludes with some very interesting historical 
notes, where the reader can follow the various 
relationships among the early contributors to 
fairness theory. 

The book then continues with applications. 
As a first point, allocation of commodities by 
rationing is taken up. This is a natural choice 
since departures from the market (or rather 
price) mechanism are often motivated by equity 
arguments. Four different rationing procedures 
are considered and Baumol demonstrates that 
equity is not necessarily the outcome. In partic- 
ular, systems with salable rationing points need 
not lie fair. An explanation is that salable points 
may cause a “loss of the feeling of fairness ’ 
One could also note that salable and unsalable 
rationing points are different “goods." which 
may lie demanded differently by the wealthy 
and the non wealthy. The chapter about ration- 
ing seems most relevant to fairness analysis and 
to the analysis of the trade-off between equity 
and efficiency. 

This trade-off is also central in a chapter ana- 
lyzing how victims of externalities should be 
compensated. The main conclusions are that 
any compensation is inconsistent with Pareto 
efficiency and that there are cases where fair- 
ness requires not only compensation but also 
overturn peusutkwi of the victims. Tbe analogy 
with moral hazard is stressed. 

Industry pricing is the subject of analysis in 
two chapters. More precisely, a multiproduct 
firm has options to set prices on its products 
in different ways when competition is not per- 
.fect, Cross subsidy then becomes a possibility 
and tbe question is which price configurations 
are unfair. Baumol examines various methods 
of price setting, based on incremental cost. 
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stand alone cost, anonymous equity and game 
theoretical concepts such as the core, the Shap- 
ley value and the nucleolus. Prices may be 
bounded within certain limits by using various 
cost sharing principles in combination with the 
Pareto principle, while the fairness criterion 
does not always seem to be pertinent. 

Two chapters deal with public pricing. One 
problem is fairness of peak pricing. The analysis 
is primarily undertaken in terms of the Pareto 
principle and the pure fairness analysis is not 
central. The second problem deals with taxation 
for equality. Not even in this case is the fairness 
criterion pertinent; the analysis is based on or- 
dinary social welfare functions. Since complete 
equality is never achieved by distortionary taxa- 
tion, Baumol suggests taxation of ability in- 
stead. Such discriminatory pricing is not a prac- 
tical solution but might be used in some 
modified form, e.g., by discrimination among 
broad income groups. Yet, in view of the vast 
taxation literature, this section about taxation 
does not appear very fresh to me. The fairness 
criterion could probably be used to evaluate 
different forms of taxation — taxation of labor in- 
comes, taxation of various types of capital in- 
comes, capital gains taxation, etc. — in a similar 
manner as is done in the case of industry pric- 
ing. 

A more informal discussion of fairness in rela- 
tion to economic illusions, divorce settlements, 
taxation, etc. is provided at the end of the book. 
A concluding chapter deals with a very interest- 
ing situation for fairness analysis. As is well 
known, criteria of distribution tend to exclude 
unfair distributions rather than select a unique 
fair one. A final choice may then require an 
arbitrator. Various arbitration procedures in 
pursuit of a unique fair solution are discussed. 
As an example of fairness application, this part 
of the book is most interesting. 

In sum, 1 find this book useful as an elemen- 
tary introduction to the theory of fairness, al- 
though its main contribution is die application 
to concrete policy situations. Parti of this mate- 
rial are traditional welfare analysis but issues 
of equity are put forward throughout the entire 
book, in verbal terms where formal analysis is 
absent. The book covers s wide range of applica- 
tions and will surely inspire future research. 

Laks-Gunnah Svensson 

Un iv e rsit y of Lund 


Consumption behavior and the effects of gov- 
ernment fiscal policies. By Randall P. 
Mariger. Harvard Economic Studies 
series, vol. 158. Cambridge, MA and Lon- 
don: Harvard University Press, 1966. Pp. 
xi, 265. $32.00 ISBN 0-674-16635-3. 

JEL 87-0026 

Responding to the intractable problem of 
solving for optimal consumption under uncer- 
tainty, many recent empirical tests of the life 
cycle hypothesis have focused exclusively on 
the validity of the consumer's first order equa- 
tion for consumption (i.e., Hansen and Single- 
ton 1982; Mankiw, Rotemberg, and Summers 
1985). Nearly all these tests of continuous dy- 
namic optimization have failed, leading some 
researchers to question the usefulness of the 
underlying life cycle framework. By contrast, 
Randall Mariger's book provides substantial 
new evidence “that the standard life cycle con- 
sumption model, modified to allow for liquidity 
constraints, explains the consumption behavior 
of the vast majority of families” (p. 155). This 
hook’s central contribution is the formulation 
and testing of a detailed, closed form consump- 
tion function, uniquely designed to study li- 
quidity constraints. The price Mariger pays for 
a structural model is that he must assume cer- 
tainty equivalence. 

After a brief introduction, the book begins 
with a theoretical review of the life cycle model 
of consumption with zero bequests. Mariger 
describes a simple procedure for solving for op- 
timal consumption if an exogenously given, 
time varying minimum level of wealth must 
be held in each period. He shows how such 
collateral restrictions lead to "pockets” of li- 
quidity constraints throughout one’s life; that is, 
to one or more multiperiod intervals in which 
the consumer faces a binding constraint only 
in the last period of each interval. Mariger ar- 
gues that borrowing restrictions may commonly 
lead to short multiperiod horizons (as opposed 
to single period horizons), for example during 
years when a family has growing children and 
unusually high consumption needs, or when 
the family is accumulating a downpayment to 
purchase a consumer durable. The review con- 
cludes with a brief discussion of intergene ra- 
tional altruism. 

The next chapter summarizes theoretical re- 
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suits regarding the implications of liquidity con- 
straints and intergeneraHonaJ transfers for gov- 
ernment fiscal policy and critiques recent em- 
pirical studies of liquidity constraints and 
planned bequests. Mariger argues that recent 
research has yielded little direct information 
about the nature of or quantitative importance 
of liquidity constraints. Previous studies, for 
example, are unable to identify liquidity con- 
straints involving multiperiod horizons. Simi- 
larly, Mariger claims, little is known about be- 
quests. 

In Chapter 4, Mariger formulates his econo- 
metric life cycle model of consumption with 
liquidity constraints and zero bequests. Agents 
are assumed to maximize an isoelastic utility 
function modified to allow for changing family 
size. Future family composition is uncertain, 
but agents are assumed to behave as if expected 
family composition will be realized with cer- 
tainty. Future income is nonstochastic. The real 
rate of return is assumed constant. The novel 
aspect of Mariger 's model concerns the very 
careful and detailed specification of expected 
family size and characterization of minimum net 
worth levels that a particular family is required 
to hold in each period. 

The subsequent two chapters describe the 
data, variable construction and econometric 
methods. Mariger utilizes an 800 observation 
cross section subsample of households from 
Dorothy Projector and Gertrude Weiss' Survey 
of Financial Characteristics of Consumers, 
1962-63 (Washington, DC: U S. CPO, 1966) 
and estimates his model using nonlinear least 
squares. 

The results, presented in Chapter 7, suggest 
that the data fit the model quite well. The find- 
ings on liquidity constraints indicate that about 
10 percent of the U.S. population has a one- 
year horizon while another ten percent has an 
horizon that extends to a time when a child 
leaves the home. Mariger also finds evidence 
that household tastes may be quite heteroge- 
neous. Another interesting prediction of Mari- 
ger’s model is that households do not choose 
to decumulate equity in their homes/autos as 
they age. Mariger argues in Chapter 8 that this 
asset accumulation is precautionary, not altruis- 
tic. The author concludes by presenting a wide 
variety of specification tests which indicate that 
the model is fairly robust 


The remaining three chapters present the re- 
sults of various simultations based on the econo- 
metric model. Simulation indicates that having 
two or more children is a major cause of liquid- 
ity constraints. Simulation of the partial equilib- 
rium impact on aggreg ate consumption of vari- 
ous tax changes reinforces die conclusion that, 
in a perfect foresight, life cycle economy, tem- 
porary tax changes have significant lagged ef- 
fects. The last set of simulations focuses on the 
general equilibrium reduction in steady state 
savings induced by a pay-as-you-go social secu- 
rity system, with emphasis on die effect of li- 
quidity constraints. 

Although Mariger examines die theoretical 
foundations of his model with great care, the 
most useful and original aspects of the book 
are empirical. In its detail, the book reveals 
the painstaking care taken in developing a test- 
able consumption function, hi constructing 
complex variables, and in checking and re- 
checking the model’s robustness. The resulting 
model is quite rich in its ability to explain life 
cycle behavior. 

The model’s main difficulty concerns its tre- 
mendous informational requirements. As a re- 
sult, the model cannot effectively study the be- 
havior of consumption under uncertainty. As 
Mariger points out, the certainty equivalence 
assumption causes die level of consumption to 
be overestimated. Recent work by Zeides 
(1965) establishes that, at least in the case of 
isoelastic utility, labor income uncertainty also 
increases the volatility of consumption to wealth 
changes. In some cases the deviation of actual 
consumption from that predicted by certainty 
equivalence may be dramatic. Thus, certainty 
equivalence also biases downward the marginal 
propensity to consume. In a study that focuses 
on marginal consumption responses to govern- 
ment fiscal policy, this necessary simplifying 
assumption constitutes a limitation of the mod- 
el's p re di ctive ability. On die other hand, direct 
“Euler equation" tests of consumer optimisa- 
tion, while not requiring a dosed form for 
consumption, have so fir died relatively little 
light on die economic factors influnndng con- 
sumption behavior. Mariger’s approach rep- 
resents a successful alternative and a refr eshi n g 
. change. 

Emily C. Lawiancs 

University of California, Sen Diego 
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Ethics and economics. Edited by Ellen 
Frankel Paul, Jeffrey Paul and Fred D. 
Miller, Jr. Oxford and New York: Blackwell 
for Bowling Green State University, Social 
Philosophy and Policy Center, 1985. Pp. 191. 
$11.95. ISBN 0-631-14359-9. JEL 86-0355 
This volume is a useful introduction to a liter- 
ature mainly from the late 1970s on, which dis- 
cusses Hie ethical background and implications 
of what might be called “moderately mainline” 
economic thought, stemming mainly from Par- 
eto and welfare economics, somewhat inter- 
woven with Rawlsian ethics. Amartya Sen and 
Alan Gibbard open the volume with discussions 
of the moral standing of the market and free 
exchange, with faint praise for the market, 
mainly because the alternatives seem to be 
worse. Reliance of the market cm the institution 
of property, with its moral ambiguity, and the 
tendency of market theorists simply to assume 
away the distribution of property are brought 
out. The general conclusion seems to be that 
we need something beyond the market, but 
we are not quite sure what, - 
An interesting paper by 'David Gauthier on 
“Bargaining and Justice” suggests that there is 
a bargaining element in the development of a 
concept of social justice, built does not explain 
very well how the bargaining is carried out. It 
does not discuss the importance of the widening 
of agendas in bargaining processes and neglects 
die tendency for “salient sahitioni,” even if 
these are arbitrary. It also iKftber neglects the 
problem of benevolence and malevolence. 

A somewhat diff er en t viewfefa p res en ted by 
John C. Harsanyi in “Rule Utilitarianism, 
Equality, and Justice.” He dhfingnirhet be- 
tween "rule” and "act” utiHtariajifsai, the rules 


Implying some sort of social bargaining, and 
brings out rather well the point that some injus- 
tice is the price of workability of a system and 
that justice cannot simply be maximized. A long 
paper by Jules L. Coleman on “Market Contrac- 
tarianism and the Unanimity Rule” brings out 
some of the implications of market patterns for 
political life and takes a rather dim view of una- 
nimity as always promoting the status quo. I 
must confess I found the argument at times 
rather confusing. 

Alexander Rosenberg has a sharp critique of 
economics for just assuming preferences, a 
point of view with which I have long sympa- 
thized, though he does not really tackle the 
problem of how preferences are learned and 
retreats into a rather vague concept of human 
needs, which are very hard to define. 

Hie books ends with three articles in more 
applied fields. The first is a thoughtful critique 
of cost-benefit analysis by David Copp, who 
does not, however, come to grips with the ne- 
cessity for overall evaluations through some sort 
of valuation coefficients. The book concludes 
with two articles of a remarkably different char- 
acter on the evaluation of human life. E. J. 
Mishan gives a very sophisticated — and I have 
to confess, to this reader, rather incomprehen- 
sible — discussion of the impossibility of evaluat- 
ing human life. And Dan Usher counteracts 
Mishan with a thoughtful article on the neces- 
sity for evaluating human life in some way if 
public decisions are to he made, and he even 
comes out with an approximate value of some 
$750,000 (p. 191), I suspect a little tongue in 
cheek. 

The book has some claims to be the product 
of what it is perhaps unkind to call a “coterie 
of co-citation.” It is a group of authors who all 
quote each other and not many from outside 
the group. But what is left out certainly suggests 
that there is a certain narrowness of view. The 
equilibrium concept, which still haunts eco- 
nomics, in spite of the fact that equilibrium 
does not exist in the rad world, dominates a 
great deal of the thought of this volume and 
prevents its authors from asking some of Hie 
most important ethical questions, such as: How 
do we evaluate overall processes In time? 

There is no mention, for instance, of the 
“Matthew principle” — to him that hath shall 
be given — which suggests a profound instability 
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of inequality, not only in the market but also 
in political life. One of the great ethical prob- 
lems is how this is to be offset. The Biblical 
“year of jubilee” (Leviticus 25:8-17), in which 
all debt should be forgiven and property redis- 
tributed, is hardly a satisfactory solution, and 
it is doubtful whether it was ever tried, but 
the problem haunts us even after 3,000 years. 

There is no mention of grants economics, 
which may be another coterie of co-citation, 
but is certainly relevant to this volume. The 
discussion of alternatives to the market is very 
skimpy. A suggestion of Mancur Olson that “the 
market economizes agreement" (see Olson, The 
Logic of Collective Action, Cambridge: Harvard 
V. Press, 1965), certainly an important ethical 
aspect of it, is not even mentioned, and one 
emerges from the volume with the feeling that 
one has not been very close to the real world. 

Nevertheless, this book is a sample of a body 
of thought which should not be neglected which 
does present challenges to other bodies of 
thought in this area. It is, one hopes, a contribu- 
tion to getting isolated bodies of thought to- 
gether. 

Kenneth E. Booluinc 
Institute of Behavioral Science , 

University of Colorado- Boulder 

[Pazner, Elisha] Social goals and social orga- 
nization: Essays in memory of Elisha Pazner. 
Edited by Leonid Hurwicz, David 

ScilMEIDLER, AND HUGO SoNNENSCUEIN. 
Cambridge, New York and Sydney: Cam- 
bridge University Press, 1985. Pp. xii, 365. 
$39.50. ISBN 0-521-26204-6. JEL 86-0992 
Elisha Pazners work covers virtually every 
facet of welfare economics, from wage index- 
ation to environmental issues. The central con- 
cern of this book is the microeconomic model- 
ing of distributive justice, to which Pazner s 
contributions are original and deep. 

A volume in the memory of this remarkably 
productive scholar is a justified, albeit risky, 
enterprise. The editors chose to focus on Paz- 
ner ’a most theoretical papers on fairness and 
its many definitions (the subject where be was 
most creative) and solicited eight surveys of the 
“state of the art” in the most active areas of 
theoretical welfare economics. Their choice of 
authors and subjects is impeccable. Most of the 
contributors have done excellent scholarly 


work, producing self-contained accounts of the 
main definitions and results, as well as guides 
to the recent literature. The volume is a com- 
plete success, widely cited already and an indis- 
pensable reference for graduate teaching. In 
discussing the nine original papers, I put forth 
some criticisms based on personal taste; these 
do not diminish my overall enthusiasm for this 
unique piece of collective work, which will re- 
main a landmark for many years. 

All papers fall into the broad subjects of distri- 
butive justice or mechanism design, and some 
of them (by Mas kin and Postlewaite) link these 
two themes by means of the implementation 
concept. 

Hurwicz' introduction sets the right historical 
perspective to the mechanism literature (as one 
would expect horn its inventor!) but foils to inte- 
grate the distributive justice surveys (by d’As- 
premont, Kalai and Thomson- Varian). an admit- 
tedly difficult task. It seems to me this 
introductory paper is really another survey in 
addition to the eight others. 

The first theme covers the notions of social 
welfare orderings (and collective utility func- 
tions) and their extensions to the axiomatic bar- 
gaining framework. The papers by d’Aspremont 
and Kalai are very well done and much needed: 
they update conveniently Sen’s 1977 survey pa- 
pers and Roth's 1979 monograph. 

The second theme treats concepts of fairness 
in resource allocation, mainly envy-freeness 
and its variants. Thomson-Variou s paper is 
short but neat (except for the section on incen- 
tives that is covered anyway and in greater de- 
tail by Mas kin and Postlewaite). It provides a 
dear introduction to most of Pazners papers 
reprinted here. It would actually make more 
sense to single out this paper at the outset of 
Part 2. 

The third and principal theme is the strategic 
analysis of collective decision mechanisms. On 
this, the volume constitutes the most accurate 
reference to date. Four of the surveys (by Mui- 
ler-Satterth write, Moslem. M verson and Mil- 
groin) are entirely self-contained, giving precise 
definitions and statements of theorems immedi- 
ately usable in dass. The two papers by Hur- 
wicz and Postlewaite discuss the important is- 
.sues and provide a guided tour of the htatature; 
together they provide an excellent reeding hst. 
but will not help the novice much. 
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The four remaining papers are all very solid 
teaching material. The M uller-Satterth waite 
paper provides a simple proof (due to Feldman) 
of the basic Gibbard and Satterthwaite result. 
The section on restrictive domains may be too 
long and too hard to read: some of the most 
technical results could easily be deleted. Mas- 
ldn’s survey on Nash implementation fills the 
vacuum left by his never published 1977 work- 
ing paper. Myerson’s exposition of Bayesian in- 
centive compatibility is among the first system- 
atic pieces on the subject. Finally Mil groin’s 
survey, although written in 1981 (a similar sur- 
vey by Weber appeared in the 1985 volume 
on Fair Allocation of the AMS), gives a fair 
account of one of the most successful applica- 
tions of the Bayesian approach. 

One final criticism concerns the title: it is 
vague and not very informative. But I am confi- 
dent that it will not deter anyone from using 
and citing this outstanding volume. 

Herv£ Moulin 

Virginia Polytechnic Institute and State Uni- 
versity 

Social choice and democracy. By Norman J. 
Schofield. New York, Berlin and Tokyo: 
Springer, 1985. Pp- xvii, 321. DM 120.-. 
ISBN 0-387-15604-6. JEL 86-0667 

Most economists are familiar with the idea 
that, if the set of alternatives can be viewed 
as a line (one-dimensional), if preferences are 
single-peaked and if social preferences are cal- 
culated by simple majority voting, then the so- 
da] dioice is easily determined: the social or- 
dering has no cycles and there is an alternative 
(die median peak) that is at the top of this order- 
ing. Competing political parties will then move 
us to this median peak alternative. 

Less well known is how badly all this breaks 
down when the space of alternatives is “bigger.” 
Suppose the set of alternatives is a plane (two- 
dimensional) and that simple majority vote is 
still the social choice procedure. It is possible 
to find very well-behaved pre fe rences for which 
there is no top-most alternative in the social 
ordering. Now by itself, this need not be too 
serious. If there were only a cycle among the 
top three alternatives (the minimum number 
for cycling), and if these three were very similar 
and also unanimously p re fe rred to afl the other 
alternatives, we might be satisfied by an arbi- 


trary choice from among the top three. Unfortu- 
nately, we can find well-behaved preferences 
in this two-dimenskmal context so as to cause 
much more serious cycling. In feet, we can find 
such preferences so that complete cycling or 
“chaos” occurs: given any two altemativei, a 
and b, there exists a finite sequence of alterna- 
tives, X|, Xg, . . . , Xn such that a m x t loses 

to Xg, which loses to x 3 which loses to 

x„ ~ b. There would also be a sequence from 
b back to a, completing a cycle. Given the pref- 
erences and an initial alternative, a clever 
agenda setter who could lay out the sequence 

Xj, Xg x„ of votes, could manipulate the 

group to any choice anywhere in the plane. 

What is unfortunate for making social 
choices, however, is fortunate for social choice 
theorists, who find from that a richer set of 
possibilities for analysis. What has been studied 
so for are differences between results on "small” 
alternative spaces and results on "large” spaces. 
With simple majority voting, there is a sharp 
boundary; for dimension one, no cycling occurs 
while for dimensions above this number, there 
are preferences where global cycling or chaos 
occurs. This result was first obtained by McKel- 
vey. His results were soon extended to more 
general social choice procedures called q-niles. 
Suppose with n voters there is a number, q < 
n, such that coalitions of size q or larger always 
win. Then Greenberg has shown that there is 
an important dividing line between small and 
large spaces of alternatives given by 

v = the smallest integer not exceeding I + 
[n/(n - q ) ]. 

If the dimension of the space of alternatives is 
v or less, no cycling occurs with q-rules and 
there exists a best alternative; if the dimension 
exceeds c, there will be a profile of well-be- 
haved preferences for which the q-rule yields 
a cyclic ordering with no best alternative. 

Within this framework, Schofield has ad- 
dressed two significant ideas. First, following 
some work that Nakamura did for the discrete 
case of finitely many alternatives, Schofield has 
extended the analysis to an even broader class 
of social choke procedures, the ‘'noncollegtal” 
voting rules. For such rules, there is a "Naka- 
mura number,” c*, based on the power allo- 
cated to different ooahtfcms, that determines 
the boundary between small and large spaces 
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of alternatives. If the dimension of the alterna- 
tive space is e* - 2 or less, no cycling occurs 
and there exists a best alternative; If the dimen- 
sion exceed o* — 2, there are well-behaved 
preferences for which the social ordering is 
cyclic and no best alternative exists. 

Hie second area of work is a more detailed 
examination of what happens in the cases when 
dimensions exceed v* — 2. For example, when 
die dimension exceeds v* - 1, more compli- 
cated cycling may occur than can occur in the 
v* - 1 case. 

In Social Choice and Democracy, Schofield 
brings all this work together in a unified way 
and relates it to similar work in the case of 
finitely many alternatives. He presents all the 
technical apparatus (drawn from general topol- 
ogy, algebraic topology and analysis) required 
for him to state results with precision and to 
provide complete rigorous proofs. This is very 
valuable work, for which we must be thankful. 

However, for the general reader, who may 
find these conclusions both interesting and im- 
portant (e.g., as a warning about the use of 
the median voter approach in political econ- 
omy), this book will prove very frustrating. Al- 
most no allowance is made for those readers 
interested in the issues but unwilling to make 
an enormous effort to read a text drawing on 
difficult mathematics, presented in a relentless 
definition-lemma-theorem-proof-corollary for- 
mat, where there is little motivation and few 
illustrative examples. Precision is confused with 
clarity throughout. 

There is a lade of appreciation for explaining 
the value of generalizations that come at a high 
cost in complexity. (For example, the general 
reader needs some guidance on how significant 
is the class of noncollegial voting rules that are 
not also q-rules, and so on how important Scho- 
field’s extension is.) There is a pervasive need 
for concrete illustrative examples. (How many 
readers will be able to separate, without exam- 
ples, ''upper-bemi-continuity, " ‘"lower-bemi- 
coritinuity," "upper-demi-continuity" and 
“lower-demi-continuity ”?) Motivation is often 
absent or oddly placed. (“Structural stability,” 
presented and analysed in Ch. 6 is shown to 
be an important idea for democratic theory in 
Ch. 8.) 

Admittedly, my pr e fe r en ce for mixing In mo- 
tivation, illustrative concrete examples and sim- 


plicity is a matter of taste. But I think it is a 
widely enough shared taste to significantly and 
unfortunately restrict the audience for Scho- 
field’ s ideas almost to those readers already fa- 
miliar with his articles. 1 am reminded of a 
disagree me nt among the mathematicians L. J. 
Mordell and Serge Lang. Reviewing Lang's 
Dtophantine Geometry, Mordell wrote, 

A general question that immediately suggests 
itself to the reader is what object an author has 
in mind when writing a book. Some have the 
true teacher's spirit or even a missionary spirit 
wishing to introduce their subject to a wide dreie 
of readers in the most attractive way. Such an 
author's treatment is essentially self-contained, 
the presentation is made as simple and complete 
as possible, and there is no undue generalization 
that would tend to make unnecessarily difficult 
the comprehension of the simpler and really fun- 
damental cases; he is painstaking in Ins edorts 
to save the reader unnecessary and troublesome 
effort When the subject makes undue demands 
on the reader, the author tries to give the reader 
some idea of the proof in easily understood lan- 
guage. (p. 490) 

These are not criteria under which Schofield 
fares well. 

Six years after Mordell's review of Lang's 
book appeared, the same journal had Lang re- 
view Mordell’s Diophantinr Equations. Lang 
defended his earlier work noting. 

I see no reason why it should be prohibited to 
write very advanced monographs, presupposing 
substantial knowledge in some fields, and thus 
allowing certain expositions at a level which may- 
be appreciated only by a few. but achieves a 
certain coherence which would not otherwise 
be possible, (p. 1204) 

But Mordell has the better economic analysis: 
if the audience is very small, and if better expo- 
sition, motivation and illustration could, with 
relatively little cost in effort, have dramatically 
increased the audience to include many who 
would be interested, a loss has resulted. Mor- 
dell ended his earlier review with remarks that 
mirror my response to Social Choice and De- 
mocracy: 

Lang assumes his readers are aa knowle d g e - 
able as be is and can grapple with the subject 
with the same eaee that he does. Even If they 
could, Lang's style is not such as to make matters 
easy for them. . . . Further thought and care 

MjOUi (US DOOR, MniV ptHMCtKIOQ , WQUIQ MW 

been wad wortfawhde. Those who ana under- 
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stand the book will be Indebted to him for having 
brought together in one volume the important 
results contained in it. How much greater thanks 
he would have earned if the book had been writ- 
ten in such a way that more of it could have 
been more easily comprehended by a larger class 
of readers! (p. 496) 

Jerry S. Kelly 

Syracuse University 
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Production, income and welfare: The search for 
an optimal social order. By Jan Tinbergen. 
Lincoln and London: University of Nebraska 
Press; Brighton, Eng.; Harvester Press, 
Wheatsheaf Books, 1985. Pp. xiii, 210. 
$21.95. ISBN 0-8032-4412-6. JEL 85-0929 
Rather rarely do economists state their ideals 
so frankly or make them so ambitious. These 
essays, which are all republications or transla- 
tions of articles in danger of being lost, include 
a manifesto for an optimal world order, no less, 
particularly as regards the world economy. 
They will probably receive more attention from 
readers of this Journal who are also members 
of the European rather than of the American 
Economic Association. A pity, for as Kolm 
(1972, p. 17) observed, concerning Tinbergen’s 
(1957) address to the A.E.A. meetings: 

It is symptomatic that the presentation of its mar- 
vellous text to a public of American economists 
should have been ‘a flop,’ as theatre people say 
. . . that confirms what we always have thought: 
Americans are not interested in social justice, 
at least in the sense we mean in France (L6on 
Walras wrote earlier, “Justice is a Greco- Latin 
and French concept"); in particular, the notion 
of equality of outcomes — rather than of opportu- 
nities — has many fewer attractions for them than 
for us. 

Another pity, one might add, is that Kolm’s 
book Justice et iquiti remains untranslated, and 
that the above is my own imperfect effort. 

Optimizing the social order implies maximiz- 
ing a Bergson social welfare function subject 
to physical feasibility constraints. Part I accord- 
ingly treats production, especially some prob- 
lems of estimating production functions, as well 
as “counterp reduction’ and various kinds of col- 


lective or "part-collective” goods. "Counterpro- 
duction” is particularly interesting. When the 
estimated exponent of labor in a Cobb- Douglas 
production function is negative, this father of 
econometrics not only reports the result, but 
goes on to find a theory powerful enough to 
support almost any negative estimate of a mar- 
ginal product. Unfortunately we are not told 
how the theory developed in one essay is meant 
to apply to the following empirical results which 
are reported in an earlier essay. It seems that 
those states in the U.S. in 1959, and those pre- 
fectures in Japan in 1975, which had more farm 
workers, also had significantly lower outputs, 
on average, when other inputs arc held con- 
stant. For similar reasons, blue-collar workers 
in the U.S. appear to have had negative mar- 
ginal products, and managers and professionals 
insignificant marginal products in Ixith coun- 
tries. These may not he negative physical mar- 
ginal products of course, but may reflect that 
(possibly quite justified) deviations from first- 
best efficient production are more important 
in areas with more low paid farm or blue-collar 
workers. Such “distortions" are just one of the 
many forms erf “counterproduction” which re- 
ceive attention. 

Part It's essays respond to criticisms of Tin- 
bergen’s (1975) earlier model of income forma- 
tion and elaborate it further. Occupational sta- 
tus is included because it measures the effort 
needed to perform in (or qualify for?) one’s posi- 
tion. It explains some of the variations in in- 
comes. It is also claimed to help in explaining 
schooling, but I do not see how we know the 
results do not arise because schooling explains 
occupation. Another essay discusses Kolm’s 
(1977) view that chief executives’ high incomes 
are inexplicable without some degree of group 
monopoly power. Finally in this part. Essay 
10 presents two approaches to measuring wel- 
fare with interpersonal comparisons. The first 
is the “indirect” or "revealed utility” approach 
based on compensating earnings differentials. 
Individuals are supposed to be free to choose 
their job characteristics — measured by required 
education and experience — which supposedly 
makes earnings differences which compensate 
for such choices equitable, while other differ- 
ences are not. Even more questionable is the 
second approach based on several Dutch com- 
patriots’ extensive work calibrating welfare 
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functions on the basis of responses to questions 
rather like, “What level of income would make 
you feel (very) well/badly off?”, with nine differ- 
ent gradations. This work has always puzzled 
me because I have little idea what the question 
is really supposed to mean, let alone the an- 
swers. Why not ask directly how much people 
would value redistribution of income, perhaps 
along lines suggested by Yaari and Bar-Hillel 
(1084)? Part III, on welfare functions, then actu- 
ally provides more of a valuable discussion of 
what affects social welfare — income distribu- 
tion, counterproduction, matching of workers’ 
jobs to their capabilities, etc. — than it does of 
procedures for measurement. 

Finally, in Part IV comes the optima] social 
order, with a detailed characterization of a first- 
best welfare optimum, including how levels of 
educational attainment should depend on in- 
nate ability, and the allocation of workers to 
jobs, as well as the usual efficient allocation of 
goods and services and the optimal distribution 
of income. Real flesh and blood, and numerical 
estimates, are added to the efficiency theorems 
of first-best, full information welfare economics, 
which are customarily rather lifeless. And there 
lies the problem — the lack of information 
needed to implement such optimal policies. As 
we read on page 40: 

The dream of the perfect economy occupied 
many and had an enormous political impact. The 
attempts to implement it gradually showed its 
dream-like character. Even the economies of 
very small nations are too huge ... to observe 
all activities from one central point . . . Thus 
certain forms of counterproduction have to be 
accepted. 

This was meant, 1 think, to apply to centrally 
planned economics, but I fear it also applies 
to Tinbergen's first-best dream of an optimal 
social order. Earlier, in Tinbergen (1975, p. 
121), the problems of administering theoreti- 
cally ideal taxes on (innate) capability, as a 
lump-sum tax, were recognized, if only briefly. 
Now they are not. But the fault is with welfare 
economics generally, which is only just begin- 
ning to come to grips with the theoretical and 
practical problems posed by privacy of certain 


kinds of information that is needed for institut- 
ing first-best lump-sum taxes and transfers. 
Such privacy forces one to recognize “incentive 
constraints" which make most first-best alloca- 
tions quite unattainable, and to see markets 
as constraints also, nuking it harder to achieve 
desirable second-best “distortions” in the econ- 
omy. 

Too many policy economists lose patience 
with irrelevant first-best theory and miss some 
improvements which are feasible, even if they 
foil for short of the unattainable first-best. They 
and their political masters might do us all a 
favor by sharing Tinbergen's dream of an opti- 
mal social order, even if they should also recog- 
nize why only second-best policies are feasible. 
We should all hope that future generations find 
the present chaos as incomprehensible as we 
find the theories of those mediaeval physicians 
who apparently believed that serious diseases 
could be cured by blood-letting. 

Meanwhile, I hope we see more such books 
by Tinbergen, although one might prefer an 
extensive and reflective introduction that really 
relates the essays to each other, to the very 
brief foreward to this volume. And, future re- 
visits to the optimal order (after Tinbergen, 
1987) could pay more attention to problems of 
information. 

Petek J. Hammond 

Stanford University 
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Foundations of economics: Structures of in- 
quiry and economic theory. Edited by 
Macro Baranzini and Roberto Scazzieri. 
New York and Oxford: Blackwell, 1986. Pp. 
x, 454. $49.95. ISBN 0-631-14253-5. 

J EL 86-0998 

The fourteen papers presented here explore 
the conceptual foundations of orthodox theory 
and the dynamics of change in economic knowl- 
edge. Subtitled Structures of Inquiry and Eco- 
nomic Theory, the essays elucidate the func- 
tional relationships between content and 
method. The orthodox position that there is a 
single, optimal analytic paradigm, that all oth- 
ers are essentially useless or false is rejected. 
The book’s “fundamental theme [is] coexistence 
of [two] distinct lines of research since the be- 
ginning of our science” (p. 65). These are the 
exchange-oriented and the production-oriented 
theories. 

Following an extensive interpretive introduc- 
tion by the editors, the book is divided into 
four parts: Part I, “Perspectives on Economics 
and the Dynamics of Knowledge” (John Hicks 
and Bernard Schmitt); Part II, “The Core and 
Extensions of Exchange-Oriented Theories” 
(Maurice Allais, Michael O. L. Bacharach, 
Dieter Helm and Klaus H. Hennings); Part III, 
“The Core and Extensions of Production-Ori- 
ented Theories” (Nicholas Ceorgescu-Roegen, 
Michael A. Landesman, Alberto Quadrio-Cur- 
zio and Krishna Bharadwaj); and Part IV, "From 
the Ancients to the Modems: A Reappraisal of 
the Dynamics of Change in Economic Theory” 
(Christopher Bliss, Alberto Quadrio-Curzio and 
Roberto Scassieri and Luigi L. Pasinetti). 

The perennial tension between the “ins” and 
die “outs” — in contemporary United States or- 
thodoxy, between "Fortune’s favorites” (Sokrw 
1965 ), mathematical and equilibrium-oriented 
econometrics and socially and historically-ori- 
ented "institutionalists” — is reviewed in die ed- 
itors’ opening statement. "Economists often at- 
tribute the existence of disagreement within 
their own profession to error and incompe- 
tence, if not to fraud [to conflict between those 
who] know economics, and . . . those who do 
not” (p. 1). The contrary position developed 
here is that economics "like most other disci- 


plines, is in fact open to a variety of points of 
view, many of which may lead to distinct lines 
of research” (p. 1). Still, a question remains 
concerning the extent to which — and why— one 
viewpoint remains dominant for an extended 
period of time. For over a century, the domi- 
nant position of classical “production-oriented” 
economics has been supplanted by “exchange- 
orientation.” Contemporary revival of varia- 
tions on the production paradigm remain out- 
side the pale of orthodoxy. They range from 
post-Ricardian neo-Keynesianism to Marxist 
and non-Marxist institutionalism. 

A “line of research” is similar to, but different 
from both a Kuhnian paradigm and a Lakatos ian 
research program. It may incorporate various 
combinations or sequences of "paradigms and 
programs.” Appraisal of the alternative ex- 
change and production research lines is based 
on their relatively “late stage of development, 
when each line has already been stretched to 
include most of the domain of economics” (p. 
31). The two lines are compared in terms of 
seven aspects (or “objects”) of economic analy- 
sis: 

the nature of commodities considered: the Vi- 
sion' of the production process; the criteria of 
distribution; the role of social classes; the time- 
framework and economic growth; the role of ac- 
cumulation; the types of causal relationships, (p. 

31) 

In general, the exchange line (the "catallactic” 
approach) is short-run and reductionist; the pro- 
duction line (the "political economy” approach) 
is long-run and holistic. Arguably, "the ’truth 
criterion' for catallactic* theories is mainly 
aprioristic, whereas it is a posteriori or induc- 
tive for theories of the ‘political economy’ type” 
(p. 44). 

The contributions generally reflect a “politi- 
cal economy” perspective. Presentation is pri- 
marily literary. The more technical articles (Al- 
lais, Ceorgescu-Roegen, Landesman, Quadrio- 
Curzio and Pasinetti) incorporate a balanced 
integration of literary, diagrammatic and math- 
ematical analysis. The concluding section and 
the final contribution, Pasinetti on value the- 
ory, represent a link to the possibility and impli- 
cations of realization of a "late classical” re- 
newal — die reestablishment of production 
alongside the now-dominant exchange line — 
and the possibility of a renewed dominance of 
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"politkal economy." Pasinetti consider* the 
possibility of continued revival and application 
of the labor theory of value following the lead 
of Ricardo and Sraffia. The thematic base here 
is consonant with the perception of contempo- 
rary economics — and capitalist economies — as 
in a phase of fundamental transition. Revival 
and progress along the "production” line would 
work toward filling gaps in the economics of 
growth and welfare — in analysis of distribution 
of income and wealth and the qualitative ele- 
ments of the national product (Robinson 1972). 
The substantive tradeoff, a shift from efficiency 
toward equity economics, would be paralleled 
by a methodological rebalancing from excessive 
rigor to greater relevance. 

Warren S. Gramm 
Washington State University 
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The legacy of Ricardo. Edited by Giovanni A. 
Cara vale. Oxford and New York: Blackwell, 
1985. Pp. x, 325. MS. 00. ISBN 0-631-13617- 
7. JEL 86-0034 

The absence of a will makes it difficult for a 
reviewer to adjudicate the claims to Ricardo's 
inheritance made by the authors of the papers 
collected in this bode; they do show that Sraffii's 
edition of Ricardo’s Works has enhanced the 
value of the inheritance. The book opens with 
Mark Blaug’s cautious warning against using 
one simple model to interpret every aspect of 
Ricardo’s economics and doses with John Hides' 
equally judicious warning about r es pecting the 
limits that Srafia expressed concerning his own 
interpretation and extension of Ricardo. The 
other eleven papers are concerned with the 
“new views" (with respect to Sraffa'i) of Ri- 
caido. Urn editor divide these into die “neo- 
classical" approaches of Samuel Hollander, 
Carlo Casarota, and Giacomo Costa, and those 
who attempt to integrate growth Into Sraffa’s 
approach: Giovanni Cara vale, Domenico To- 
sato, Pier Luigi Porta, Aanabsa RoaaeQi. An 
intervening section provides criticisms of both 


from the perspective of Sndfo’s approach by 
Pierangelo Garegnani, and Alessandro Roncag- 
lia, who also usefully documents the similarities 
between the “new" views and those that were 
old when Srafias were "new." A fin al section 
deals with a problem that seems to have es- 
caped the attention of all views, the machinery 
question, with Walter Eltis’ presentations 
which also provide an i n teres t ing criticism of 
the new view, and Ferdinando Meacci who ex- 
pands the list of Ricardo's legatees to indude 
the neo-Austrians! 

The essay by Annalisa Rosselli fits uneasily 
into its classification for it cuts across the con- 
tending new views, isolating what appears to 
be the point of contention amongst the heir 
apparent*: Ricardo’s theory of wages. The non- 
expert would do well to read this directly after 
Blaug’s essay. 

The difference between the proponents of the 
"new" views appears to turn on die consistency 
of Ricardo’s definition of natural wages in the 
"Essay on Profits" and in the Principles. In the 
former he assumed no changes in technique 
and constant real wages due to an equal rate 
of expansion of capital and population, while 
in the latter natural wages kept population con- 
stant. Thus the paradox: natural wages imply 
either a) a stationary population or b) population 
increasing at a rate equal to capital. If a) is 
accepted then the analysis of expansion is either 
impossible, or market wages must exceed natu- 
ral wages until the stationary state. This is the 
Hicks- Hollander solution, which means that 
supply and demand determined market wages 
are of primary importance in all but the uninter- 
esting stationary state. If Ricardo’s insistence 
on the importance of natural values is to be 
made compatible with the analysis of growth, 
Cara vale and Tosato (and in a slightly different 
way, Casarosa) argue that b) is the obligatory 
choice. But this contradicts Ricardo’s belief that 
natural wages are variable, and requires an ad 
hoc assumption to assure the proper r e la tion 
between the growth of capital and population. 
Roselli's analysis suggests that neither seems 
to preserve the idea of natural values. 

In evaluating these alternatives it seems Im- 
portant to note that neither the co nce pts nor 
.the distinction b e tween the natural and w a r h it 
wags appear explicitly ia the "Essay." These 
Ricardo was concerned to etaboraga his theory 
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of profits in terms of the newly popular theory 
of rent. Rather than developing the idea of the 
natural wage, he was more concerned to ab- 
stract from the effects that (technological im- 
provement and) changes in wages due to a dif- 
ferential rate of growth of capital and population 
would have on profits because they had no sys- 
tematic relation to the “natural effects” of eco- 
nomic expansion. Thus in order to isolate the 
effects of the expansion of capita], population 
and extension of production to inferior land, 
Ricardo eliminates these nonsystematic effects 
by making what we might now call a ceteris 
paribus assumption — that capital and popula- 
tion grow at rates which keep real wages stable 
(pp. H-12). 

There is, however, a very clear reference to 
what would occur if this constant real wage were 
doubled: the "natural limit to population would 
of course be much earlier” (p. IS). Here Ricardo 
appears to mean the stationary population 
which could be supported by the assumed con- 
stant real wage would be smaller because profits 
would be driven down to the point where accu- 
mulation ceased more quickly. This not only 
suggests the Principles definition of die natural 
wage, but also that he did not conceive of con- 
tinuous expansion of either population or capi- 
tal, that the assumption was made simply to 
eliminate the effect of wages about which “noth- 
ing can be positively laid down, respecting prof- 
its” (p. 23). 

Thus while Ricardo certainly would not have 
rejected a “market” wage alternative, he clearly 
considered it as a sufficient but not a necessary 
explanation of the movement of profits. It would 
rather appear that as he worked on the Princi- 
ples he realized that the increased costs of nec- 
essaries due to diminishing returns, revealed 
in lower profits and increased rents, produced 
higher prices and wages that were incompatible 
with the assumption in his “Essay” of constant 
wages and prices. It also raised the possibility 
of differential movements in the prices of neces- 
saries and other goods, and thus the problem 
of explaining relative price movements as part 
of die argument that the rate at profit in agricul- 
ture set die general profit rate for the economy. 
But here we recover Srafia s narrative of the 
central problem faced by Ricardo in the pas s age 
from the “Essay” to the Principles, and although 
the “corn model” does not a ppear to have been 


absolutely necessary to its formulation, present- 
ing it in this form certainly eases its resolution. 

J. A. Krecel 

The Johns Hopkins University, 

Bologna Center 
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The decline of capitalism. By E. A. Preobra- 
zhensky. English edition. Translated and ed- 
ited with an introduction by Riciiaro B. Day. 
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Western economists probably know Preobra- 
zhensky best as a prominent economist and 
state functionary on the left-wing of the Bolshe- 
vik Party during the 1920s" debates over devel- 
opment strategy. Although tame, relative to the 
unusually intense Stalinist strategies after 1928, 
Preobrazhensky, more than any other single 
individual, provided during the 1920s the eco- 
nomic content of the rationale for rapid, large- 
scale industrialization and a priority to invest- 
ment in the process of “building socialism” 
(Preobrazhensky 1965). In the early 1920s, he 
had teamed with Bukharin — who was to be- 
come a major leader in the right-wing of the 
Party and advocate of strategies more accommo- 
dative to the peasantry and consumption (El- 
liott 1985) — in writing a popular book on social- 
ism (Bukharin and Preobrazhensky 1921). 

The Decline of Capitalism, is described by 
Richard Day as "one of the best works in Soviet 
economic theory” (p. ix). Although emerging 
out of Preobrazhensky’s studies of the Soviet 
economy, the historical context in which he 
writes is that of the Western capitalist econo- 
mies, their proclivities toward crises and de- 
pressions both in general and specifically during 
the late 1920s and early 1830s. His intellectual 
context is Marxist crisis theory, notably Marx’ 
schemes of expanded reproduction. His central 
purpose is to examine how formal recognition 
of monopoly affects the classic Marxist analysis 
of crisis and cycle, which traditionally focused 
on competitive processes in Marx' works. Preo- 
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brazhensky roots the need for such a project 
in the shift from an “epoch of free competition" 
(prior to roughly the 1880s) and a “stage of 
monopolism” which has succeeded it (pp. 14- 
15). 

Part One begins with an introductory com- 
parative sketch of these two stages in capitalist 
structure. The commonality between them is 
market production for the purpose of profit by 
private producers. But the differences are also 
of powerful consequence. Competitive capital- 
ism (1) is relatively “elastic” because of easy 
entry, thereby enhancing the robustness of 
cyclical expansions; (2) impells introduction of 
new equipment and improved technologies, 
which both lowers prices and forces eviction 
of backward firms, thereby facilitating adjust- 
ments to crises and depressions. Moreover, ac- 
cess to territories for new expansion is still rela- 
tively easy. Monopoly, by contrast, is much 
less flexible. Entry is constrained by both larger 
scale and monopolistic associations. Because of 
weaker competitive pressures, technological in- 
novation is slower. Consequently, firms re- 
spond to reductions in demand by curtailing 
production rather than cutting prices (and to 
rising demand by raising prices to a greater 
extent than under free competition). In addi- 
tion, the entire world has become divided, so 
that corporate behemoths “can only snatch from 
one another existing markets and spheres for 
the export of capital” (p. 19). 

These basic ideas are extended and supple- 
mented in the analytical core of the book, Parts 
Two through Four. First, in continuing his gen- 
eral remarks on competitive capitalism (in Ch. 
2), Preobrazhensky observes that although the 
vigorous competition which impells reequip- 
ment and technological improvements intensi- 
fies cyclical downswings and depressions, it 
also, by evicting weak firms, reducing costs, 
and creating new markets, serves as an impor- 
tant basis for cyclical upturns. 

Second, the tendency of monopoly to re- 
spond to foiling demand by reducing output 
and employment is supplemented by an at- 
tempt to prevent entry of new firms in response 
to rising demand by expanding production by 
existing firms. But this requires substantia) re- 
serves of fixed capital. Thus, the “main evil of 
monopolism" is an “intensified thrombosis of 
the productive forces” (p. 33), manifested by 


both higher unemployment and greater unused 
plant capacity throughout the business cycle, 

As a consequence, Preobrazhensky continues 
(in Gh. 3-5), the timing and character of the 
cyclical process are also significantly affected. 
Precisely because of its proclivity toward build- 
ing greater excess reserves of fixed plant capac- 
ity (instead of expanded entry by new firms), 
it is harder for cyclical recovery to develop into 
a robust, general expansion under monopoly 
capitalism. At the same time, however, the 
build-up in fixed capital reserves creates new 
markets and thus delays the crisis and cyclical 
downturn. Once the crisis does occur, as noted 
already, the enormous fixed capital reserves 
combine with diminished competitive pressure 
for reequipment and technological improve- 
ments, so that “economic recovery is rarely able 
to develop automatically into economic expan- 
sion" and "the emergence from a crisis must 
inevitably take longer and assume a more ago- 
nizing character” (pp. 74-75). (It should be 
noted parenthetically that Preobrazhensky does 
not characterize “the stage of monopolism” as 
the supersession of all competition. To the con- 
trary, in a sophisticated discussion, he explains 
both that monopoly "does not and cannot elimi- 
nate competition" and that monopoly is not 
likely to lead to a workable “planned capitalist” 
economy; pp. 38 ff.) 

Third, from a technical viewpoint, one of the 
most interesting aspects of Preobrazhensky's 
book is his reworking of Marx' reproduction 
schemes from a cyclical perspective. Although 
this does not go so for as the development of 
a formal mathematical model, notions of uneven 
development and cyclical process are illustrated 
insightfully by numerical examples in final sum- 
mary comparisons (in Ch. 7 and 8) of competi- 
tion and monopoly. 

Remaining chapters, although less general 
and analytical, contain interesting commentary. 
Chapter 9, for example, uses the ideas devel- 
oped previously to provide a characterixatfou 
of the cyclical process in the United States in 
the late 1920s and early 1930s. Chapter 11 pro- 
vides an early and provocative interpret a tion 
of fascism as a new form of state intimately con- 
nected with the shift from the era of ftee compe- 
.tittoo to that of monopoly capitalism. 

The hook is accompanied by a lengthy and 
very useful in t rod u ction prep ar ed by its tranrfa 
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tor and editor, Richard Day, that situates Preo- 
brazhensky’s contributions within the setting 
of Marxist and Soviet economic writings on cap- 
italist crises and cycles. Preobrazhensky’s analy- 
ses are especially cogent when read against the 
background of interpretations of capitalism as 
afflicted by chronic stagnation based on under- 
consumption. Like Marx, he insisted in contin- 
uing to focus on cyclical models of capital ac- 
cumulation, crisis, depression, recovery, and 
expansion, albeit modified by monopoly ele- 
ments, a focus which, if anything, is more rather 
than less socially relevant today than in the 
early 1930s. 

John E. Elliott 
University of Southern California 
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040 Economic History 

Traders, planters, and slaves: Market behavior 
in early English America. By Daviu W. Gal- 
enson. Cambridge, New York and Sydney: 
Cambridge University Press, 1986. Pp. xiv, 
230. $34.50. ISBN 0-521-30845-3. 

JEL 86-1014 

David Galenson draws upon an impressive 
body of previously unexplored data from the 
records of the Royal African Company to sup- 
port his analysis id' traders, planters, and slaves 
in the West Indies. That is both the strength 
and weakness of this book. A strength because 
Galenson has provided an excellent analysis to 
go with the presentation c£ data; a weakness 
because he seldom ventures beyond the con- 
fines of the company records to the larger world 
in which it operated. What we have is a view — 
a very economic view — of the slave markets as 
seen by the company agents, captains, and 
planters who purchased the slaves. 

Over the course of its sixty-year existence, 
the Royal African Company left a very detailed 
trail of its activities in the slave trade. Galenson 
uses two particularly valuable sets of records 


for his study: the “Homeward Bound Invoice 
Account Books” which recorded data on the 
sale of more than 70,000 slaves between 1673 
and 1723; and a “List of Ships and Their Voy- 
ages in the Service of the Royal African Com- 
pany of England from November the 4th 1719 
to 1733,” which provided the details of 38 trans- 
atlantic voyages between 1720 and 1725 includ- 
ing information on the company's ships and 
their human cargoes. 

The shipping data provide the basis for an 
econometric analysis of the mortality incurred 
on the infamous "middle passage." The results, 
however, are disappointing. After considering 
a number of possible influences, Galenson’s re- 
gression analysis yielded only one variable — 
size of ship — that was considerably associated 
with higher mortality. It is not clear what to 
make of this. At the end of this chapter we 
are left with the rather weak assertion that there 
is “evidence of reasoned and systematic re- 
sponses [by the company] designed to minimize 
the economic costs and risks” (p. 51). 

Galenson next examines records of company 
transactions at auctions between 1673 and 1723. 
He presents data on slave prices and then uses 
this evidence to show how slave auctions were 
organized. The most noteworthy finding here 
is that the highest-quality slaves were typically 
sold first, and since the wealthiest planters 
tended to open the bidding, they got the best 
slaves. An interesting speculation would be that 
larger and wealthier planters might therefore 
enjoy advantages relative to smaller plantations 
through a higher-quality slave labor purchased 
at auction. 

Galenson presents his most conjectural — 
and, I think, also his most interesting — findings 
when he turns to the question of planter persis- 
tence in Jamaica. Using presence at the regular 
slaves by the company as a guide, he constructs 
some indices of “persistence” among planters. 
In the 1670s, he argues, 

Barbados bad a k>w rate of voluntary outmigra- 
tion, little higher than the rates found in a num- 
ber of New England towns and villages. . . . 
After the 1670s in Barbados, . . . outmigration 
rates were considerably higher, with average an- 
nual rates generally double and often triple those 
found in the New England towns with die high- 
est turnover rates, (p. 137) 

Understanding this change in attitude, he feels, 
could provide an important clue to the eco- 
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nomic rise and decline of the British West In* 
dies. 

In his final chapter Galenson turns to the 
reasons for the company’s demise in 1732. It 
failed, he argues, in large measure because it 
was unable to enforce the monopoly granted 
by its charter. I suspect he is right, and that 
will warm the hearts of those who feel competi- 
tive market forces were working in the early 
eighteenth century. But at the same time, it 
points out the limited scope of Galenson’s own 
analysis, which focuses almost exclusively on 
the company’s activity. 

One can admire, as I do, the care and ingenu- 
ity with which the empirical analysis in this 
book is carried out. This is the "metric” part 
of cliometrics at its very best. The data are criti- 
cally scrutinized, the empirical tests are care- 
fully conducted, and the results presented so 
as to avoid exaggerated generalizations. Yet, 
as I noted above, this is also the major weakness 
of the book. Though “clio” is first in the name 
of the profession, it plainly remains second in 
the hearts of practicing cliometricians such as 
Galenson. He does provide a historical back- 
drop to his examination of market behavior. 
And, among the myriad of numbers he has ex- 
tracted from the company books, he also found 
numerous remarks by agents, captains, and 
company clerks to add a dash of color to his 
rather monochromatic quantitative picture. 
Still, the historical picture remains incomplete. 
In the final analysis that is because it is market 
phenomena, not historical phenomena that are 
the central focus of this study. 

TTiis shortcoming (and not everyone will see 
it as a shortcoming) aside, this book will intrigue 
theorists eager for new tests of their theorems, 
as well as quantitative historians eager for new 
data relating to seventeenth-century slavery. 
That makes it a very worthwhile effort. 

Roger L. Ransom 
University of California, Riverside 

090 Economic Systems 

Contributions to Islamic economic theory: A 
study in social economics. ByMasudulAlam 
Choudhury. NY: St. Martin's Press, 1966. 
p. xvii, 241. 929.95. ISBN 0-312-16881-0. 

JEL 87-6059 

Professor Choudhury, a very able economist 
indeed, has produced one of the most rigorous 


and mathematically sophisticated books ever 
written on Islamic economics. This work, I am 
positive, will enhance the recent attempts by 
various proponents of Islamic economics whose 
purpose is to create a modem and scientific 
framework for the economic concepts of the 
Islamic religion. It is worth mentioning that, 
traditionally, very few secularly trained econo- 
mists with an Islamic background — especially 
with the degree of sophistication in economic 
theory that Professor Choudhury has exhib- 
ited — have been attracted to the cause of an 
economics whose central issue, as Choudhury 
suggests, is “efficient allocation of resources in 
the light of a righteous community promoting 
the laws of God on earth” (p. 7). 

His stated goal for writing this book is two- 
fold: to introduce Islamic economics theory by 
utilizing various technical tools of economic sci- 
ence, and to argue that Islamic economics 
should be treated as a special case of social eco- 
nomics. He tries to accomplish this in four 
parts — altogether twelve chapters. 

In die first part he proposes three major prin- 
ciples of Islamic economics and discusses the 
key policy instruments that put these principles 
to work. The principles include the principle 
of Tawheed (oneness) and brotherhood, which 
leads to "equality”; that of proportionality of 
work and its compensation; and that of distribu- 
tional equity. The key policy instruments are: 
the abolition of riba (interest); the institution 
of mudarabah (Islamic profit-loss-sharing sys- 
tem); the abolition of Israf (wasteful consump- 
tion); and the institution of the Islamic tax Za- 
kat. The principles and policy instruments are 
used throughout the book. 

In Part II, he tries, in a rigorous and mathe- 
matical way, to develop microeconomic founda- 
tions for Islamic economics. Based on con- 
straints imposed by the Quran and other Islamic 
sources, his principles, and his interpretation 
of them, he develops an Islamic theory of de- 
mand, the first order efficiency conditions of 
the firm in an Islamic economy, the impact of 
Zakat on resource allocation, mudarabah and 
its efficiency, microeconomic decision-making 
in Islamic economics and an Islamic welfare 
economics. 

In Part III he discusses macroeconomic foun- 
datkmaof Islamic economics. First be develops 
an Islamic investment theory in which a normal 
rate of profit replaces the interest rate. Then 
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an Islamic macroeconomic consumption fonc- simplifying assumptions. A case in point is the 

tion is developed from its microeconomic roots. rather modem assumptions that he imposes on 

Finally, he discusses the general equilibrium the Islamic firm. Another example is his as- 

relations of the Islamic macroeconomic model, sumption that Zakat is primarily a tax on idle 

and the IS-LM schedules. But, because of the wealth and, thus, is conducive to reducing X- 

replacement of interest by the rate of profit inefficiency, a rise in investment and a positive 

and the profit-loss-sharing mechanism, his Is- multiplier effect. Muslim theologians and schol- 

lam ic IS-LM schedules are very different. ars have always regarded Zakat to be a tax on 

In Part IV he tries to show that Islamic eco- various forms of wealth and income, and, thus, 

nomics is a special case of social economics. it cannot accomplish what Choudhury claims 

He regards it as a special case of social econom- it would. 

ics because, to him, “it lays the foundation of In spite of these and other difficulties, this 
a non-homo economicus society in which indi- is an excellent book on Islamic economics. It 

viduals would interact and social relationships is also a great exercise in adding ethical and 

would be established on the basis of ethical moral dimensions to economic analysis. Thus, 

dealings thoroughly pervading the realm of eco- on balance, it is a positive contribution to the 

nomics” (p. 199). At the end of Part IV, he field. 

tries to build a general equilibrium model (>ased Hamid Hosseini 

on the microeconomic concepts of Islamic eco- King's College, Pennsylvania 

nomics. 

Professor Choudhury ’s task — whether in the Contradictions and dilemmas: Studies on the 
nontechnical discussions of Part I or other Socialist economy and society. By JAnos 

highly mathematical parts — is not an easy one. Kornai. Translated by Ilona LukAcs, 

In spite of the depth of his analysis and his Julianna Parii, Brian Mclean and 

vast knowledge of Islam, he cannot escape the GyAruy HajdO. Cambridge, Massachusetts 

difficulties that any serious writer on Islamic and London, England: MIT Press, 1986. 

economics would face. Part of it has to do with Pp- •*> 165. $15.00. ISBN 0-262-1 1107-1. 

his choice of “major principles of Islamic eco- - 87-0062 

nomics." Because there exist various sources This volume is comprised of seven essays on 
of Islamic economics, because there have ex- tradeoffs among objectives of policy makers and 

isted numerous sects and different ideological reformers. While the primary focus is Hungary 

persuasions and debates among Muslim schol- and other socialist economics, comparative 

ars, his choice of principles are arbitrary. Oth- methods are used, and implications for capital- 

ers may choose more, or less, principles, and ist economies are drawn. The essays, first pub- 

different ones. For example, Ahdul-Rauf has lished in English between 1979 and 1983, are 

chosen ten principles (commandments). Be- addressed to a wide audience of academics, pol- 

sides, his interpretations of the ones he has icy makers, and interested laymen, 

chosen may not be the same as others. For In the first essay, a presidential address to 
example, why should his first principle lead to the Econometric Society, Komai contrasts re- 
equality among Muslems while various Quranic source-constrained and demand-constrained 

verses accept inequality? He has to justify the systems. Firms in both systems are assumed 

selection of these principles. to strive to increase production. Under “classi- 

The second difficulty he faces concerns the cal” capitalism (as described by Marx and 

difficulty of providing a scientific framework for Keynes), firms fear to expand production be- 

a set of religious beliefs (dogma). It is no wonder yond expected demand because they face 

that some of the most important proponents "hard” budget constraints, i.e. , the possibility 

of Islamic economics — Bani Sad re and Tale- of bankruptcy if revenue fails to cover expenses, 

ghani of Iran and M. B. Sadre of Iraq — have Under classical socialism (e.g., Hungary before 

argued that Islamic economics cannot be a sci- its 1968 reform), firms operate under a “soft” 

ence. Thus, in order to impose a scientific budget constraint, i.e., they expect to be able 

framework on Islamic economics, he often has to adjust their finances to expenditures, fre- 

to adhere to sweeping generalizations or over- quently with state assistance. Consequently, 
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firms produce as much as physical resources 
permit. In both systems frictions in resource 
allocation create a tradeoff between shortage 
(excess demand for some goods or factors) and 
slack (excess supply). Komai expects a predomi- 
nance of shortage in resource-constrained sys- 
tems and slack in demand-constrained systems. 
Hie macroeconomics of a resource-constrained 
system is illustrated by a hydraulic analogy: 
Firms suck an input "reservoir” nearly dry. A 
trickle of goods leaks from a reservoir intended 
for consumers into the input reservoir. Price 
increases reduce the purchasing power of con- 
sumers but not of firms. Leakage between the 
two reservoirs makes inflation an ineffective an- 
tidote to shortages of consumer goods. This de- 
nial of a tradeoff between the price level and 
shortage deserves empirical testing. 

The second and third essays explore the ori- 
gins of soft budget constraints. Bankruptcy of 
a large firm would impose fosses on large num- 
bers of employees, creditors, and suppliers, 
who form a powerful lobby for state assistance 
to the endangered firm. Governments in social- 
ist countries (and to a lesser but increasing de- 
gree capitalist countries) find that it is impolitic 
to allow large firms to collapse; therefore they 
adopt a "patemahstic" attitude toward them, 
softening their budget constraints. 

The fourth essay traces the reciprocal influ- 
ences of market conditions and attitudes. "In 
a shortage economy the buyer feels himself de- 
fenceless and subordinated, while the seller de- 
velops a consciousness of power and domi- 
nance” (p. 63). However, consumers will 
tolerate only limited amounts of shortage. If 
these limits are exceeded, labor productivity 
and public support for policy makers may de- 
cline. If policy makers are not continually atten- 
tive to these limits, they may periodically over- 
step them, inducing cyclical fluctuations in the 
composition of national income. Because policy 
makers, like everyone else, are only boundedly 
rational, they cannot simultaneously attend to 
all constraints. 

The fifth essay comments on Hungarian eco- 
nomic reforms in 1979-82, These reforms en- 
tailed a price revision and, in principle, a hard- 
ening of budget constraints. The revision would 
have affected the profitability of state enter- 
prises if budget constraints had indeed been 
hardened. But taxes and subsidies were ad- 


justed to offset the effect of the revision on prof- 
itability. There is almost no correlation between 
profits of state enterprises before and after taxes 
and subsidies. Komai infers that the budget 
constraints of state enterprises remain quite 
soft. However, a move in 1982 to break large 
enterprises into smaller units and found more 
small enterprises may reduce enterprises’ lob- 
bying ability and thereby eventually hatden 
budget constraints. Shortages have been allevi- 
ated by relaxation of restrictions on cooperative 
and private enterprises but exacerbated by 
an export drive aimed at reducing foreign 
debts. 

In the sixth essay, Komai asks to what extent 
it is possible to harmonize the principles of effi- 
ciency and socialist ethics. He finds conflicts 
between them in three areas. (1) Bonuses based 
on profits under hard budget constraints 
strengthen incentives and foster carefol calcula- 
tion, thereby increasing efficiency. But such bo- 
nuses vary with exogenous conditions as well 
as the efforts of enterprise members, thereby 
violating the socialist principle of equal pay for 
equal work. (2) Liquidation of inefficient firms 
frees resources for more productive uses. But 
the resources include workers, who should be 
protected from job loss in the interest of solidar- 
ity and security. (3) Decentralization of invest- 
ment stimulates efficiency by promoting flexible 
adjustment of production to changing condi- 
tions, giving scope to entrepreneurship, and 
making decision makers assume responsibility 
for their actions. But decentralization exacer- 
bates problems of externalities and thereby 
clashes with the socialist principle of placing 
genera] before partial interests. From these 
conflicts, Komai concludes that it is impossible 
to create a system that would be both fully effi- 
cient and ethical. 

In the last essay the author explores analogies 
between economics and medicine. Inflation, 
unemployment, shortage, excessive foreign 
debt, growth disturbances, and bureaucratiza- 
tion are the chief diseases of economies. No 
economy is entirely free of all diseases. Radical 
treatment of one disease often has unwanted 
side effects, as when strong anti-inflationary 
measures lead to unemployment. After an acute 
attack of a disease a predisposition to relapse 
may remain, as when inflation is checked but 
inflationary expectations endure. A therapy that 
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is suitable in one “risk situation” may be inap- 
propriate in another. 

This volume, like all of Komai’s works, is 
insightful, original, carefully reasoned, well- 
balanced, and highly relevant to practical prob- 
lems. What distinguishes it from his previous 
books is its lively, nontechnical style. As a 
teacher of comparative economics, I have long 
wished for a book presenting Komai's views 
in a manner accessible to undergraduates. Ibis 
is it. 

John Burkett 

University of Rhode Island 

100 Economic Growth; Development; 

Planning; Fluctuations 

110 Economic Growth; Development; and 
Planning Theory and Policy 

[Streetf.n, Paul] Theory and reality in devel- 
opment: Essays in honour of Paul Streeten. 
Edited by Sanjaya Lall and Frances 
Stewart. New York: St. Martin’s Press, 
1986. Pp. xii, 291. $29.95. ISBN 0-312- 
79726-5. JEL 86-1044 

This festschrift is a fitting tribute to Paul 
Streeten, who has made major contributions 
to several areas of development economics over 
the last four decades. While the fourteen papers 
contained in it address a variety of issues and 
have different perspectives, they share Street- 
en’s interests and methodology, which are de- 
scribed in Hugh Stretton’s opening essay. 
Streeten has been critical of neoclassical theory 
because of its lack of realism, neglect of social 
and political institutions, over-mathematiza- 
ttem, and attempted side-stepping of moral is- 
sues; he has not had much faith in the efficacy 
of free markets and has been deeply concerned 
with the problems of poor people and poor na- 
tions. 

The majority of the papers deal with open 
economy issues. Several contributions in this 
category are on trade theory and policy. Jagdish 
Bhagwati and Richard Brecber use the standard 
2X2X2 model of neoclassical trade theory 
to derive the heterodox results that capital in- 
flows may be immiserising for an open econ- 
omy, and that trade can hurt a capital importing 
country. Sanjaya Lall applies die traditional 
theory of comparative advantage to explore to 


what extent developing countries can export 
traded services, but takes into account the fact 
that comparative advantage is not static, and 
can be made to change over time by govern- 
ment policy. Gerald Helleiner reports on re- 
gression analyses that show that import stabil- 
ity, rather than the degree iff export orientation, 
affects the growth performance of African 
LDCs, thereby questioning the validity of the 
standard export-led growth proposals. Both the 
Bhagwati-Brecher and Helleiner papers can be 
thbught of as critiques using the methods of 
those being criticized. But they are controver- 
sial precisely because of that: for example, if 
export orientation helps growth through its ef- 
fect on capital accumulation, Helleiner’s results 
could still be consistent with standard advice, 
and if the economies which Bhagwati-Brecher 
consider face a given terms-of-trade instead of 
a variable one which is assumed in the paper, 
they would benefit from capital inflows. 

Three papers deal with the world recession. 
Those by Wilfred Beckerman and Michael Lip- 
ton that analyse global stagflation are among 
the most interesting in the collection. Becker- 
man argues that advanced economies have man- 
aged to reduce their inflation rates by reducing 
their growth rates. But this has occurred only 
because they did so collectively, thereby reduc- 
ing the world demand for LDC commodities 
and their prices, which allowed imported infla- 
tion to be controlled, rather than by weakening 
the position of workers by increasing unemploy- 
ment. The analysis uses a Kaldorian perspective 
on the world economy, and questions the re- 
strictive policies of advanced economies be- 
cause of their impact on LDCs. Lipton com- 
pares the recent crisis due to the rise in the 
share of oil rents to the Ricardian analysis of a 
profit squeeze due to a rise in the share of land 
rents in nineteenth century England. The anal- 
ysis is useful in stressing the importance of rela- 
tions between classes and the role of demand 
in the recent crisis. Finally, the late Carlos 
Diaz-Alejandro compares the experience of 
Latin America in the early 1980s to that during 
the 1930s, emphasizing the role of contrasting 
features of the international political economic 
situation in the two periods. 

The remaining papers on open economy is- 
sues consider other aspects of economic rela- 
tions between nations. Frances Stewart and 
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Nurul Islam provide excellent surveys on 
North-South negotiations and the stabilization 
of world food supplies, respectively. Stewart's 
paper is particularly interesting in examining 
why die negotiations have foiled, and in sug- 
gesting feasible strategies that the South could 
adopt to negotiate more successfully. Mahbub 
ul Haq’s paper proposes the creation of an IMF 
debt refinancing subsidiary for dealing with the 
international debt problem, and Deepak 
Nayyar’s finds similarities in the pattern of trade 
between nonsocialist LDCs and developed so- 
cialist economies, and North-South trade. 

Only two essays deal with purely domestic 
issues. Keith Griffin presents data on rates of 
growth of production and productivity, and us- 
ing simple reasoning, dispels the widely held 
belief that communal land tenure systems in 
socialist economies perform poorly in compari- 
son to individual tenure systems in market 
economies; a fuller analysis would have re- 
quired comparisons of productivity levels as 
well. Jeffrey James uses alternative theories of 
managerial behavior to show why the choice 
of technology in Tanzania’s public enterprises 
does not conform to the declared objectives of 
the government. While the analysis is valuable 
in understanding why problems of implementa- 
tion arise at the bureaucratic level, a more com- 
plete analysis would also have to explore the 
nature of the state and the political constraints 
within which it operates that affect policy for- 
mulation. 

A more general essay written by Amartya Sen 
in the delightful style that is a trademark of 
his writing, argues convincingly that Adam 
Smith did not claim either that individuals are 
driven only by selfish motives or that laissez 
faire is the best policy. 

While a festschrift need not have any specific 
objectives, the title of this one might suggest 
that this is a comprehensive book on develop- 
ment economics. Indeed, it does cover a wide 
range of topics on the subject, and as such 
would be a good candidate for supplementary 
reading in courses in development economics. 
That recommendation is made subject to three 
caveats. First, the coverage of topics places too 
little emphasis on domestic issues, both in rela- 
tion to what is usual in the development litera- 
ture in general, and in Streeten's work in partic- 
ular. Second, many of the papers lack rigorous 


theoretical analysis and rely instead on vague 
and casual generalizations. This has the virtue 
of making the book accessible to nonecono- 
mists, but may serve to reinforce the unwar- 
ranted belief that analyses emphasizing institu- 
tions and structures cannot be mathematical or 
at least rigorous. Finally, the views expressed 
in most of the contributions will seem to be 
excessively heterodox to those who would like 
to apply only neoclassical economic theory to 
the study of development problems, and who 
extol the virtues of free markets. But it is pre- 
cisely this quality that makes this book a healthy 
antidote to the recent spate of books on devel- 
opment economics written from a mainstream 
neoclassical perspective. 

Amitava Krishna Dutt 
Florida International University 

130 Economic Fluctuations; Forecasting; 

Stabilization; and Inflation 

Years of recovery: British economic policy 
1945-51. By Alec Cairnchoss. London and 
New York. Methuen, 1985. Pp. xiv, 527. 
$59.95. ISBN 0-416-37920-6. JEL 8&-00S9 
The Labour Government came to power in 
1945 with ambitious plans to nationalize die 
basic industries and to introduce measures of 
social welfare. The economy had to be turned 
over from war to peacetime activities, a transi- 
tion accomplished on the whole with remark- 
able smoothness, but punctured nevertheless 
by a series iff economic crises. During the pe- 
riod covered by his book. Sir Alec Cairncross 
was for three years economic adviser to the 
trade and industry ministry (the Board of 
Trade), and for another year chief economist 
at OEEC, by then set up in Paris to administer 
the Marshall Plan. He was thus close to 
(though, as he explains, not mainly concerned 
with) macroeconomic policy in the period he 
now discusses. Later he was economic adviser 
to the Government and head of die Govern- 
ment economic service — appointments that 
give additional authority to what he writes. 

In part his book incorporates new material 
from the official records, now available under 
die 30 years rule. These do not add greatly to 
the story already known, but reveal what went 
bn at die official level, and between ministers 
and officials. The book thus retains the view- 
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point of one who was there at the time. The 
more novel parts of the book are presented as 
studies in policy making, and for this purpose 
Sir Alec has concentrated on times of crisis. 
The book, therefore, is not a consecutive ac- 
count of developments. It says little about years 
when there was no crisis, which was about 
every other year. Since most of the crises had 
to do with the balance of payments, most of 
die discussion is about external policy. Domes- 
tic policies are then discussed in a series of 
chapters on such topics as planning and con- 
trols, fiscal policy and nationalization. Some of 
these draw heavily on existing studies. 

One result of scrutinizing the official record 
is to make the fallibilities of government obvi- 
ous to all. This is not completely fair: a valet 
has always been in a good position to observe 
the failings of h is master. Sir Alec may be right 
in suggesting that this government was singu- 
larly ill-prepared for the economic problems it 
was to face. But the problems were both new 
and large. 

Hie most vivid impression of ministerial in- 
adequacy is perhaps provided by the negotia- 
tions for the American Loan in 1945. The end 
of the war with Japan, and consequently of 
Lend-Lease, left a yawning gap in the balance 
of payments: hence the need for a loan. It was 
Keynes who played the dominant part both in 
shaping the proposals put to ministers, and in 
conducting the negotiations. “Unfortunately 
there was a wide gap between Keynes’s presup- 
positions and those of Ministers, most of whom 
had had little time to acquaint themselves with 
the complexities of the issues” (p. 89). There 
was an equally wide gap between what Keynes 
hoped for and what he could get. The loan even- 
tually granted seems in retrospect relatively 
generous, though it lasted less long than ex- 
pected. Sir Alec devotes another long chapter 
to the “convertibility crisis" of 1947 when the 
American loan ran out. On the basis of a de- 
tailed postmortem, Sir Alec concludes that 
though the convertibility of sterling (on which 
die US had insisted as a condition for the loan) 
had in foot little to do with the crisis, it was 
nevertheless as well that convertibility was sus- 
pended. (It is one of the oddities of the book's 
structure that little is said of the origins of Mar- 
shall Aid, which was to finance subsequent pay- 
ments deficits.) 

The chapter on the 1949 devaluation of ster- 


ling (which appeared in substantially the same 
form in Caimcross and Eichen green. Sterling 
in Decline , Oxford: Blackwell, 1983) gives an 
interesting account of the internal discussions. 
Devaluation was resisted by senior ministers, 
in particular Cripps and Attlee: to a Govern- 
ment wedded to planning, such resort to the 
price mechanism did not come naturally. The 
decision was made by a small group of junior 
ministers, notably Gaitskell: but it was delayed 
to the point of being widely expected. It would 
have been interesting to have been told the 
basis on which so large a depreciation as 30 
per cent was estimated to have been appropri- 
ate. In fact most other industrial countries de- 
valued on a smaller scale (which appears not 
to have been foreseen), so that the effective 
depreciation of sterling was of the order of only 
10 per cent. The most important effect was 
therefore to appreciate the US dollar by the 
back door. A world-wide realignment of curren- 
cies of this sort was a major step toward interna- 
tional balance. Was it really unexpected — by 
the UK, the US and the IMF? It would have 
been interesting to know more. 

On the fall of the Labour Government at the 
end of 1957, the new Chancellor (Butler) was 
presented with a proposal which went by the 
code name of "Robot. ” This proposal by a senior 
group of Treasury and Bank officials was to make 
sterling convertible forthwith, and take the 
strain on the exchange rate which was now to 
be allowed to float. That would have forced 
priority to be given to the balance of payments 
over domestic objectives of policy and have 
meant generally more restrictive policies. The 
hope was to put the plan into effect in very 
short order; and budget day was advanced for 
this purpose; but the Cabinet hesitated, and 
then grew cool. Sir Alec’s account of this affair 
(which, strictly, falls outside his time limits) is 
probably the fullest available. He concludes, 
correctly in my view, that the plan would have 
been unwise. He provides, in effect, a study 
in the pathology of policy making. 

Hie years of the Attlee Government saw the 
incorporation of Keynesian budget making and 
macroeconomic forecasting into the official ma- 
chine; it is interesting to have Keynes’ own re- 
action (p. 414) to this in its early days (’"Hie 
forecasts were too contentious ... he was 
against fine tuning. ... It was wise to err on 
the safe side by allowing some inflationary pres- 
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sure”). It was also a period when the govern- 
ment attempted to rule without the assistance 
of monetary policy. Though that is not much 
discussed by Sir Alec, he devotes an interesting 
section to Dalton’s attempt at ultra-cheap 
money-— by no means as unorthodox then as it 
would be now. 

The conclusion of the book is not well re- 
solved. Sir Alec’s account points repeatedly to 
weaknesses, both small and large, on the part 
of most members of the government. Yet his 
final conclusion is: 

All in all, the early post-war yean presented 
the government with a much more difficult task 
of economic management than the two decades 
that followed; and its mastery of the task entitled 
the government to all the more credit . . . those 
years appear in retrospect ... as years when 
the government knew where it wanted to go 
and led the country with an understanding of 
what was at stake, (p. 509) 

That praise is too high. Other countries, fol- 
lowing different policies, also recovered from 
the war; most was due, here and elsewhere, 
to the natural regenerative power of private 
enterprise. Arguably the government's policies 
helped more than not; but it had to learn pain- 
fully, as left-wing administrations often do. 

J. C. R. Dow 

National Institute of Economic and Social 
Research, London, England 

The overburdened economy: Uncovering the 
causes of chronic unemployment, inflation, 
and national decline. By Lloyd ). Dumas. 
Berkeley, CA and London: University of Cal- 
ifornia Press, 1986. Pp. xiv, 297. $18.95. 
ISBN 9-520-05686-8. JEL 86-1056 

Lloyd Dumas divides what is conventionally 
measured in the GNP into three types of activi- 
ties — contributive, neutral, and distractive. 
Contributive activities are those goods and ser- 
vices that contribute to the quality of life, neu- 
tral activities (such as excessive private bureau- 
cracy) absorb resources but do not produce 
goods and services, and distractive activities 
(such as religion or defense) absorb economic 
resources to produce noneconomic outputs. 
Hie author argues that the slowdown in U.S. 
productivity growth can be traced to the pro- 
duction of too many neutral or distractive goods 
and services that have drained resources, 


mostly scarce scientific resources, from the con- 
tributive sector of the economy. To produce a 
healthier economy with more growth, less un- 
employment, and leu inflation, the United 
States must restructure itself to reduce the de- 
mand for neutral or distractive goods and ser- 
vices. 

If the United Statei continues on its present 
path, the rates of inflation and unemployment 
from which we suffered at the end of the 1970s — 
rates that were viewed at horrific at the begin- 
ning of that decade — will look like economic 
good times compared to what will be common- 
place by the early 1990s, not to mention the 
turn of the century Productivity growth will con- 
tinue to deteriorate; real income, and thus (the) 
material standard of living, will begin an acceler- 
ated decline, (p. 236) 

[While the) contributive sector operates pri- 
marily according to market principles toward 
what are clearly economic goals . . . (t)he neu- 
tral sector is to a much greater extent driven 
by sociological and psychological (actors (mainly 
related to the operation of bureaucracy) in the 
pursuit of personal power and status by the key 
decision makers involved. Activities in the dis- 
tractive sector, on the other hand, are likely to 
be motivated by political considerations, though 
psychological, religious, and general cultural fac- 
tors may well play a significant role. (p. 154) 

These powerful forces have simply made the 
neutral and distractive sectors too big, accord- 
ing to the author. 

While this book flirts with the idea that indi- 
viduals may buy distractive goods and services 
("fancy cars, superstereos, and expensive 
clothes, while they may provide a kind of nar- 
cotic rush, bear no necessary relation to lasting 
happiness or deep feelings of personal fulfill- 
ment"; p. 48), most of the analysis focuses on 
defense as the major distractive burden weigh- 
ing the economy down. 

When it comes to neutral activities there is 
an internal contradiction that illustrates the 
book’s fundamental problem. Work is viewed 
as more than a way to earn income. “A paying 
job Is in itself a source of personal worth” (p. 
38). It creates benefits— "psychological (creativ- 
ity, satisfaction); sociological (interpersonal con- 
tact, a sense of belonging, status); and narrowly 
economic (the means for satisfying material 
needs or wants)"; p. 40). These noneconomic 
benefits from work are so important that it is 
legitimate for a society to “place equalizing tar- 
iffs — equal to and no higher than those costs 
(the extra costs of producing goods and services 
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with ‘good’ jobs rather than narrowly economic 
jobs)— on foreign producers, to avoid unfairly 
disadvantaging domestic industry” (p. 181). Yet 
it is illegitimate for managers to attempt to raise 
die noneconomic benefits of their jobs by in- 
creasing the number of managers that report 
to them. Workers can legitimately add long cof- 
fee breaks to the production process if it adds 
to their enjoyment but managers cannot add 
managers to the production process even if it 
adds enjoyment to their part of the production 
process. Why? 

Implicitly Lloyd Dumas is willing to distin- 
guish between legitimate and illegitimate pref- 
erences. While each of us has our own beliefs 
regarding the legitimacy of other people’s pref- 
erences there is a real problem with how we 
translate these personal judgments into social 
judgments that can be legitimately used to force 
individuals or groups to change their behav- 
ior. 

Lloyd Dumas simply assumes that there is 
more social agreement than there is — “all indi- 
viduals can agree on which goods are contribu- 
tive" (p. 151), “once we can at least roughly 
agree on the primary purpose of the distractive 
activity (defense)" (p. 251). What do we do if 
there is no agreement regarding how much de- 
fense is enough or which activities are oontribu- 
tive and which are neutral or distractive? Al- 
though I personally agree with many of Lloyd 
Dumas' answers to these questions, I suspect 
that many, perhaps even a majority, do not. 
What is to be done then? 

The author rules out the one possible answer. 
If Americans want more defense and he is right 
that defense spending is draining the civilian 
economy, then the right answer is to retune 
the economy to increase the supplies of those 
resources (principally scientific manpower) ab- 
sorbed by defense but needed by the civilian 
economy. But Dumas argues that “there is an 
upper limit to the pool of scientists and engi- 
neers potentially available to a society over time 
as well as at a given time. This pool is not likely 
to be large, compared to the needs of a vigor- 
ous, modern technology-based economy” (p. 
166). I suspect that this judgment is hot correct, 
but if it is correct, then the author has no solu- 
tions to the problems raised. 

Lester C. Thurow 

Massockusett a Institute of Technology 


The quest for economic stability: Roosevelt to 

Reagan. Second edition. By Huch S. 

Norton. Columbia, SC: University of South 

Carolina Press, 1985. Pp. xvii, 329. $19.95. 

ISBN 0-87249-456-X. JEL 86-0720 

In January 1986 the Joint Economic Commit- 
tee (JEC) of the United States Congress held 
a symposium and dinner to mark the 40th anni- 
versary of the committee and of the Employ- 
ment Act of 1946, which created the Committee 
and the President’s Council of Economic Advi- 
sors (CEA). The friends and supporters of the 
Employment Act were invited to the dinner. 
A good-sized crowd of warm, friendly public 
officials, business leaders, and other distin- 
guished leaders attended. The dinner gave me 
the opportunity to reminisce about the Ken- 
nedy Administration with the guests, among 
whom was Hugh Norton, who, in this hook, 
focuses upon the peaks and valleys of CEA and 
JEC influence under the Employment Act. 

Hugh Norton, I, and others seemed to agree 
that the heyday of the CEA, the peak of its 
quality and power, was under the chairmanship 
of Walter Heller (1961-64), who had the good 
sense to team up with James Tobin (1961-62), 
Kermit Gordon (1961-62), Gardner Ackley 
(1962-64), Otto Eckstein (1964-66), and Arthur 
Okun (1964-68). John Kenneth Galbraith wrote 
a steady stream of letters to President John F. 
Kennedy while Galbraith was serving as U.S. 
Ambassador to India. The letters were "made 
interesting or vulgar enough to ensure his 
[JFK’s] attention” (Galbraith 1981, p. 400). Per- 
haps most important, the staff economists of 
the Heller CEA were arguably the best ever; 
many, such as Robert Solow, James Duesen- 
berry, Charles Schultz, and Lester Thurow, 
would be in the economist’s Hall of Fame were 
it to exist. At the beginning of the second year 
of the second term of an allegedly conservative 
Republican president, the comments of our 
Senate dinner companions, Heller’s masterful 
speech, and the reverence accorded the Em- 
ployment Act of 1946 seemed sensible and od- 
dly enough, relevant. 

As Leonard Silk explains in his foreward to 
this lively, fascinating book, the (then) new 
knowledge upon which the Employment Act 
of 1946 was based was the doctrine embodied 
in John Maynard Keynes’ Great Depression an- 
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tidote, The General Theory of Employment, In- 
terest, and Money. Government “had it in its 
power to create enough demand for what the 
nation could produce, so as to provide jobs for 
all” (p. xi). President Ronald Reagan — unlike 
John F. Kennedy who used mild Keynesian 
doses of expenditure increases and a tax cut 
proposal — went to the well twice with Keynes. 
Reaganomics, or “supply side” economics, early 
in the first term ended up using reverse Keynes- 
ianism to cause the greatest economic down- 
turn since the Great Depression. Hie best thing 
that can be said about that experiment is that 
inflation slowed. Reagan, the pragmatist, used 
Keynesian budget deficits to pull the economy 
out of depression, something that President 
Franklin Roosevelt could not or did not do dur- 
ing the 1930s. As Norton observes, Adolph Hit- 
ler ended the Great Depression, and Ronald 
Reagan has been characterized as the “ultimate 
Keynesian.” 

All of which brings us back to the Senate 
dinner. Despite President Reagan's right wing 
rhetoric about getting the government off the 
backs of the poor, and his threat to shut down 
the CEA, the principles of die Employment 
Act, passed by Congress to place responsibility 
on the Federal government for continuing poli- 
cies for the promotion of maximum employ- 
ment, production, and purchasing power in or- 
der to avoid a repetition of the Great 
Depression ultimately were sustained, even 
taken for granted by the Congress. Moreover, 
the great economic decline of 1981-1982 re- 
vived Keynesian anti- Depression policies at a 
time when Keynesianism appeared moribund. 
The Reagan Administration used the greatest 
budget deficits and the fastest monetization 
of debt in history (of any nation) to stop the 
fall. 

Norton begins his accounts of twelve presi- 
dents and their economic advisors with Harding 
and Coolidge, both of whom worshipped busi- 
ness and detested the government they were 
elected to lead, In a typically lively account, 
Norton identifies Coolidge s frequent luncheon 
guests (and probable economic advisers) which 
included J. P. Morgan, Jr., Clarence W. Barron 
of Borrone, and W. H. G rimer, editor of the 
Wall Street Journal — all able men, but hardly 
unbiased in their views on government regula- 
tion of industry. The veneration of business ex- 


plains the tariff acts of these administrations 
that were aimed at keeping purchasing power 
at home, but ultimately were to be contributing 
causes of the Great Depression. 

Herbert Hoover receives deservedly better 
treatment. Much of Hoovers anti- Depression 
program was enacted during the famous first 
hundred days of the Roosevelt Administration. 
Hoover, like Keynes, worried about business 
confidence. The Hawley-Smoot Tariff Act con- 
tinued the protectionist tendencies of the Cool- 
idge administration. A half century has passed; 
Reagan and the U.S. Congress recently have 
proposed (and enacted) more new trade restric- 
tions in misguided attempts to save certain in- 
dustries or even specific firms. (Better policies 
would aim at easing the human burdens of 
structural change rather than trying to prevent 
it.) 

The chapter on Roosevelt illustrates Norton’s 
winning style. The reader is given enough bio- 
graphical material to maintain interest and at 
the same time to reveal die president’s motiva- 
tions. No wonder that Roosevelt is Reagan’s 
hero; the earlier president also was able to re- 
verse direction, from an attack on Hoover for 
excessive deficit spending to the New Deal wel- 
fare measures that eased American's burdens 
throughout the Depression. The central differ- 
ence, Roosevelt’s “Brain Trust" really did un- 
derstand economics, even though he (like 
Reagan) viewed the subject with studied indif- 
ference. 

Hie ideas and approaches of remarkable per- 
sonalities continue with the chapter on Truman 
who signed but did not shape the Employment 
Act. Many years ago the late Edwin G. Nourse, 
the first CEA chairman, related to me the diffi- 
culties he experienced with a president who 
expected even professionals to be politicians. 
The political innocence of the CEA ended with 
Nourse’s resignation, a result of Nourse ’s inabil- 
ity to speak forcefully for a CEA he nominally 
headed but for which Leon Keyserling, a lawyer 
and CEA member, was Truman’s policy advo- 
cate. 

Keyseriing’s activist policies as CEA chair- 
man nearly ended the Council. As Norton ob- 
serves, Gabriel Hauge convinced P re s ident Ei- 
senhower to ask for continued funding despite 
' considerable Congressional opposition. Arthur 
F. Burns, die first of Eisenhower’s chairmen. 
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receives high marks for his advice and Eisen- 
hower comes off much better than many econo- 
mists would have us believe. After that, of 
course came Kennedy, Walter Heller and a ris- 
ing stature for the CEA that continued until 
the pressures of Vietnam brought it and Presi- 
dent Johnson down. Hie late Arthur Okun once 
said that the prestige of the economist in Wash- 
ington peaked in 1965. Perhaps, but as Norton 
relates, Herbert Stein, a CEA member who 
was Chairman Paul McCracken’s Keyserling 
during the Nixon years, disagrees. On the other 
hand, Norton claims that then Secretary of La- 
bor George P. Shultz ran White House eco- 
nomic policy. 

Before closing with Reagan’s first term, the 
author examines Jimmy Carter as the “ultimate 
outsider” and his CEA Chairman, Charles 
Schultze, as the “ultimate Washington insider.” 
Schultze, a longtime civil servant in the British 
sense, was an orthodox neoclassical Keynesian. 
Depression economics can only slow inflation 
with a Depression; Carter had only enough po- 
litical capital to endure a recession. Even Car- 
ter’s recession was so badly timed that it helped 
to end his presidency. 

Norton’s book is political economy at its best, 
written with verve and wit. It blends econom- 
ics, history and personalities in a way that en- 
gages even the wary reader. Through it all, 
he convinces us that the CEA has made a signif- 
icant contribution to economic stability. If Ei- 
senhower and Reagan had gone through with 
their threats to end the Council, the damage 
to economic policy making and public under- 
standing would have been great. 

E. Ray Canterbery 
Florida State University and 
Ben Johnson Associates, Inc. 
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General equilibrium trade policy modeling. Ed- 
ited by T. N. Srinivasan and John Whalley. 
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In its essentials, applied general equilibrium 
analysis involves the use of numerically speci- 


fied Walrasian models to make comparisons be- 
tween equilibria involving different policy re- 
gimes. It is a methodology increasingly used 
in the assessment of economic policy, particu- 
larly in the areas of taxation and international 
trade. As it is applied to trade policy, the meth- 
odology has obvious antecedents in the Meade- 
Johnson two-sector equilibrium trade models, 
but the increasing availability of computer re- 
sources and the development of appropriate so- 
lution techniques has freed researchers to pur- 
sue the large dimension models that are typified 
in this book. In addition to his own pioneering 
efforts, John Whalley has maintained a watching 
brief on the development of applied general 
equilibrium models and this present work is a 
logical and useful extension of his and John Sho- 
ven’s (1984) previous survey of the field. He 
and T. N. Srinivasan have now produced some- 
thing of a chronicle of a rite of passage of this 
particular modeling approach as it moves from 
youthful enthusiasm to a more mature, if still 
shaky self-confidence. 

This volume represents the proceedings of 
a Conference on General Equilibrium Trade 
Policy Modeling held at Columbia University 
in April 1984 with the express purpose of re- 
quiring a small group of researchers, represent- 
ing nine distinct general equilibrium trade 
models, to report on the effects of a 50 percent 
tariff cut on either a unilateral, bilateral or mul- 
tilateral basis as appropriate to the scope of their 
own particular models. This exercise was seen 
as an instrument to bring areas of agreement 
and disagreement among models into focus and 
thereby identify the most promising avenues 
for future research. As participants also in- 
cluded economists identified with other ap- 
proaches to trade policy analysis and other indi- 
viduals closely associated with policy making, 
the conference afforded the opportunity of de- 
bating and gauging the policy relevance of the 
applied general equilibrium approach at its cur- 
rent stage of development. 

Hie nine models discussed in this book differ 
markedly, not only in geographical scope, but 
also in terms of structural specification, data, 
levels of aggregation, calibration procedures 
and solution techniques. Not surprisingly, 
there is little agreement among the results, nor 
is it even easy to make meaningful comparisons 
among them. Generally, however, the welfare 
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implications are small, usually less than one 
percent, but exceptions are indicated in the 
papers by Richard Harris and by Waffk Grais, 
Jaime de Melo and Shujiro Urata. For Canada, 
Harris finds that a multilateral tariff cut of 50 
per cent results in a 3.6 per cent increase in 
domestic welfare, a result he explains by the 
fact that his model incorporates scale and indus- 
trial organization considerations that can be ex- 
ploited when trade liberalization affords a small 
economy access to larger markets. Grais, de 
Melo, and Urata obtain relatively high welfare 
implications for Turkey as trade liberalization 
eliminates rent-seeking activities associated 
with quotas. 

All of the included models are subject to the 
general criticisms of the quantitative general 
equilibrium approach. These are legion, but 
the proceedings reflect an open and free flowing 
discussion of them. Perhaps the major difficulty 
is the matter of model preselection. Because 
structure must be imposed in the calibration 
procedure, there is no means of discriminating 
among alternative models and hence no proce- 
dure for resolving conflicting economic theo- 
ries. Sensitivity analysis may offer a potential 
remedy, but only a few of the authors, Glenn 
Harrison in particular, have attempted to incor- 
porate it. Srinivasan argues, however, that re- 
futability of the models is unimportant since 
their advantages lie in their ability to provide 
insight into complex economic interdependen- 
cies rather than in their predictive ability. 

Considerable attention is also given to the 
serious problem of obtaining appropriate trade 
elasticities. While these parameters are crucial 
to model results, most researchers continue to 
rely on estimates available in the literature, the 
reliability and appropriateness of which can be 
seriously questioned. With regard to the mod- 
eling of trade policy, most of the models incor- 
porate only tariff measures, while it is clearly 
evident that nontariff barriers are the principal 
focus of current trade policy discussions. Simi- 
larly, none of the models deals adequately with 
adjustment costs, surely the most relevant as- 
pect of policy changes for the policy maker. 

Somewhat surprisingly, scant attention is 
given in the proceedings to the actual differ- 


ences among the model results; indeed, the 
participants appear to have been quite reluctant 
to discuss them. Little seems to have been lost, 
however, as the conference and this book ap- 
pear to have been successful in achieving the 
ultimate goals of examining the current state 
at applied general equilibrium modeling of 
trade policy and, out of that, establishing the 
agenda for future research efforts. Despite some 
pessimism about that future which one experi- 
ences in reading the book, it is difficult to deny 
the editors' conclusion that these modeling ef- 
forts are moving in sensible and appropriate 
directions in the attempt to bridge theory and 
its policy application. 

It is also difficult to fault the editing of this 
book. The editors (with Deborah Fretz) provide 
a good introduction which includes tabular 
summaries of the model characteristics, their 
sources of data, and their major policy findings. 
Urey also appear to have enforced an unusual 
discipline on their writers in maintaining a con- 
sistency of structure across the individual con- 
tributions. Each paper includes a summary of 
the mode) characteristics, a discussion of the 
results obtained for the assigned tariff-cutting 
exercise, and, most importantly, an attempt to 
explain the intuition of die model and its re- 
sults. However, if one part of the book stands 
out as a particularly valuable contribution, it 
is Randall Wigle’s summary of a series of panel 
discussions on general equilibrium trade policy 
modeling that also formed part of the confer- 
ence. 

This is a well-crafted book which will be re- 
quired reading for anyone interested in the 
modeling of trade policy. Given its intelligent 
and restrained assessment of the applicability 
of general equilibrium modeling to policy analy- 
sis, it also deserves to be read by the makers 
of policy and their advisors. 

John M. Treddenick 
Royal Military College of Canada 
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This is a book with large quantities of useful 
laterial. For die practitioner it contains an en- 
ydopedic overview of the techniques available 
>r the treatment of several problems that arise 
jpeatedly in the empirical analysis of longitu- 
inal data sets. Though the examples are taken 
om data on individuals, similar problems arise 
the analysis of firms, and the increasing avail- 
sility of longitudinal firm-level data sets ought 
make the essays of interest to a wide variety 
empirical researchers. For the more theoreti- 
dly minded econometrician, it provides, in 
Idition to new results, some thoughtful discus- 
on on what are the important open questions, 
id how we ought to look for solutions to them. 
Jte importance of a question and the appeal 
a solution are defined in terms of their useful- 
ess in analyzing issues that arise in the social 
lienees — an eminently reasonable criterion. 
The book is divided into three sections (la- 
sled Econometric Studies, Statistical Studies, 
id Sociometric Studies, respectively). Three 
' the four essays in the introductory section 
msider the statistical analysis of relatively sim- 
s standardized models (such as the linear 
imulus-response model, and the proportional 
izard model) in the presence of unobservables 
i d/or selection mechanisms which confound 
e relationships of interest. The advantages 
standardization and simplicity are such that 
; models discussed in these essays provide 
first (and often the only) cut at longitudinal 
Lta analysis of most empirical issues. Further, 
economic applications, the confounding ef- 
ris of unobservables and selection mecha- 
s ms seem to be both pervasive and, at least 
ider only mild regularity conditions, difficult 
account for. Two of the three essays in the 
itistical studies provide more detail on related 


issues. The two "deviant" papers (there is one 
in each section) are more directly concerned 
with the interplay between economic theory 
and the structure of the econometric model that 
might be fit to the data. Indeed, the question 
of the extent to which economic theory ought 
to be used to structure econometric analysis 
threads its way through most of the essays, and 
I come back to it below. The Sociometric Stud- 
ies section contains two empirical studies which 
illustrate how some of the issues discussed in 
the earlier essays arise. These studies also serve 
to remind us that increases in the availability 
and quality of data could do as much to increase 
our understanding of the issues at hand as could 
advances in econometric methodology. I now 
proceed to outline the themes of the articles 
in the Econometric Studies section. 

Gary Chamberlain’s paper, "Heterogeneity, 
Omitted Variable Bias, and Duration Depen- 
dence,” begins by considering the problem of 
time invariant unobservables in the Unear stim- 
ulus-response model with continuously ob- 
served responses. Since the effect of the unob- 
servable on the observable response is 
additively separable in these models, he can, 
under mild regularity conditions, base identifi- 
cation and testing on projection arguments — 
at least if the process generating the x’s is 
strictly exogenous of the disturbance process 
(each year's disturbance is uncorrelated with 
past, present, and future x’s). There are many 
cases in which strict exogeneity is unreasonable 
and then, as the article shows, things get more 
difficult, but are not always hopeless. A similar 
analysis appUes to nonlinear models provided 
the effect of die unobserved component is addi- 
tively separable. In models for discrete data 
the effect of the unobserved component is bur- 
ied inside a nonlinear probability statement, 
and currently used techniques require more 
explicit distributional assumptions for identifi- 
cation. For some disturbance distributions an 
assumption on their conditional distribution is 
enough, but for most an assumption on the con- 
ditional distribution of the unobservable is 
needed also (given both, and some mild regular- 
ity conditions, only a computation problem re- 
mains and this is an area in which significant 
progress has been made since Chamberlain’s 
article). The article goes on to discuss the rela- 
tionships between serial correlation, state de- 
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pendence, and tbe sampling interval between 
observations. 

James Heckman’s and Burton Singer’s "Social 
Science Duration Analysis” begins with an ac- 
cessible introduction to tbe statistical analysis 
of duration data with emphasis on the restric- 
tions implicit in the proportional hazard specifi- 
cation (the hazard function gives the probability 
of exit from the state per unit of time conditional 
on survival until that time, and in the propor- 
tional hazard model differences among individ- 
uals do not affect the curvature of the log hazard 
function, only its origin). The article then fo- 
cuses on the bias induced by uncontrolled for, 
or incorrectly controlled for, heterogeneity (dif- 
ferences across individuals) in the proportional 
hazard model (uncontrolled for heterogeneity 
induces a bias towards negative duration depen- 
dence, or a foiling hazard over time). The article 
provides a summary and extension of recent 
work (some of it by the authors themselves) 
on obtaining consistent estimates (or test statis- 
tics) for the form of time-dependence structure 
of the hazard function when there is hetero- 
geneity of an unknown form. Their strategy is 
to allow for unobserved components whose dis- 
tribution, though independent of the observed 
x’s, need satisfy, in addition, only mild regular- 
ity conditions. Sections on using information 
from samples where the start and finish date 
of the sample does not coincide with the start 
and finish date of spells, and on multistate mul- 
tispell models follow. 

James Heckman and Richard Robb in "Alter- 
native Methods for Evaluating the Impact of 
Interventions” examine the impact of interven- 
tions in the presence of endogenous selection 
•ules by agents (the motivating example is esti- 
mating the impact of training on earnings when 
there is endogenous selection into the training 
rrognun). This paper gives a play-by-play of 
the problems researchers who are attempting 
to analyze interventions in an economic setting 
are likely to face, and ought, therefore, to be 
ead before engaging in such an endeavor. For 
each such problem (heterogeneous responses 
and training by agents, contamination and mea- 
surement error in training status and other ob- 
servables, choice- based and other nonrandom 
sampling schemes, time inhomogeneity of foe 
environment), the authors consider assump- 
tions which lead to identification with both dif- 


ferent types of data (cross-section, repeated 
cross-section, and longitudinal) and different 
observables available for the analysis. Several 
conclusions emerge, among them that the as- 
sumptions required for identifying the mean 
training effect from longitudinal data are similar 
to those required to identify it from repeated 
cross-sections. They also note that if there is a 
distribution of training effects, the coefficient 
estimated is the mean effect of training on those 
who were trained (an effect whose value will 
change with differences in the selection proce- 
dure). 

The papers discussed thus frur use economic 
theory more to motivate a class of problems 
that arise in obtaining estimates for a standard- 
ized structural form than to derive the estimat- 
ing equations from lower level assumptions on 
the environment and behavior. This strategy 
has the advantage of providing a basis far com- 
parisons (among alternative econometric and 
theoretical arguments, as well as between dif- 
ferent data sets), and therefore provides a use- 
ful, perhaps necessary, first step in any analysis. 
There is some trepidation however, about our 
ability to push structural modeling further than 
this. Partly this is a result of the fact that, for 
many problems, there is no widespread agree- 
ment on the appropriate theoretical structure, 
and the list of possibilities has simply grown 
too large to nest them all into one framework. 
Moreover, theoretical arguments do not pro- 
vide detailed information on functional forms 
(though they may provide conditions which a 
consistent structure must satisfy), and it would 
simply be too difficult (if not impossible) to pro- 
vide estimates for the more complicated struc- 
tural models without appending to them some- 
what arbitrary functional form assumptions. On 
the other hand detailed theoretical modeling 
has the advantage of specifying how the interre- 
lationships between different pieces of informa- 
tion can be brought to bear on the problem, 
and, in addition, provides a dear, internally 
consistent, interpretation of the parameters be- 
ing estimated. Thomas MaCurdy’s chapter. “In- 
terpreting Empirical Models of Labor Supply 
in an Intertemporal Framework with Uncer- 
tainty,” moves a step towards more detailed 
structural modeling. There is some general 
agreement on the appropriateness of the life- 
cycle model for labor supply and MtCurdy fills 
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in more detailed assumptions where necessary 
(the form of the utility function, the sense in 
which the budget constraint must hold, etc.). 
As a step towards accounting for the characteris- 
tics of the data, he complicates an already com- 
plicated stochastic control model by allowing 
for unobservable individual specific hetero- 
geneity, but then eschews obtaining a complete 
solution for the model in favor of an approxima- 
tion on the stochastic process generating the 
marginal utility of wealth. This allows him to 
form an estimating equation which interprets 
estimates of the intertemporal substitution elas- 
ticity from a variety of different types of data. 
There has been more work on structural econo- 
metric modeling of dynamic decisions since Ma- 
Curdy’s paper, but we are still very much at a 
stage where results depend on precise func- 
tional form assumptions, and where many of 
the disturbance processes that we think are im- 
portant cannot be incorporated. 

A different attack on this problem is provided 
in an innovative paper by Halina Fry dm an and 
Burton Singer, "Assessing Qualitative Features 
of Longitudinal Data.” They are able to use 
De Finetti's discussion of exchangeability and 
partial exchangeability to construct simple tests 
for the consistency of data with a broad class 
of discrete choice models — a class that is not 
sensitive to the functional form of the distur- 
bance and unobservable distributions. They 
also provide a distribution free test for compat- 
ibility of first passage time data with a class 
of stochastic differential equations that can be 
generated from a continuous time specification 
of utility dynamics. This paper pushes us away 
from functional form dependence in the inter- 
face between economic theory and certain types 
of structural econometric models. There is still, 
however, a large gap between obtaining test 
statistics for die relevance of a class of models, 
and obtaining meaningful estimates for the re- 
sponses of interest. 

I have only covered the articles in the Econo- 
metric Studies section, and just the central 
points in diem. This is due solely to a combina- 
tion of space limitations, and my perception 
of die Journal a readership. Actually this book 
ought to be a welcome addition to the libraries 
of most social scientists and applied statisti- 
cians. 

Ariel Packs 

•1 i 1 • <T ’ * 


ttO Economic and Social Statistical Data and 
Analysis 

Comparative national balance sheet*: A ttudy 
of twenty countries, 1688-1978. By Raymond 
W. Goldsmith. Chicago and London: Uni- 
versity of Chicago Press, 1985. Pp. xvii, 353. 
ISBN 0-226-30153-2. JEL 87-0108 

While national income and product account 
estimates are regularly compiled in most coun- 
tries and are easily accessible, this is not true 
of national balance sheet statements. This book 
presents and analyzes national balance sheets 
for twenty countries for selected years since 
1950, and extends balance sheets back into the 
nineteenth century for ten countries. 

The book contains four chapters and three 
appendices. Chapter i summarizes the main 
analytic points observed in the study of the bal- 
ance sheets, attempts to extend the known bal- 
ance sheets to a planetary basis, and studies 
the growth of national assets, asset/production 
ratios, and the financial interrelations ratio — 
the ratio of financial to . tangible assets. Five 
principal results are stated: (1) In the late 1970s 
tangible assets accounted for three-fifths of 
planetary assets and financial assets accounted 
for two-fifths; (2) among developed market 
economies, there was a sharp reduction over 
the past century in the share of farm land and 
livestock in the national wealth, a rise in the 
share of financial assets in total assets, and an 
increase in the share of financial institutions 
in financial assets; (3) the creation of a modern 
financial superstructure was generally accom- 
plished at a fairly early stage of a country’s eco- 
nomic development; (4) economic development 
was accompanied by a more than proportionate 
expansion of the financial superstructure in the 
early and intermediate stages, and by a parallel 
expansion of the size of the infrastructure and 
the financial superstructure in mature modern 
economies; and (5) financial institutions are now 
either holders or issuers of one-half or more 
of financial instruments in market economies. 

Chapter 2 discusses the conceptual problems 
involved in creating national balance sheets. 
The conceptual problems discussed are: The 
scope of the balance sheets in terms of assets; 
the classification of assets and liabilities; sector!- 
zatkra; valuation, and selection of benchmark 
dates. 

p» • *5 *• *■ f - » -| 
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balance sheets for the twenty countries. For 
tangible assets the discussion is organized 
around the distribution of tangible assets among 
land, residential structures, non residential 
structures and equipment, inventories, live- 
stock, and consumer durables. For financial as- 
sets, the discussion is organized around the 
share of the various types of financial assets in 
total financial assets. 

Chapter 4 focuses on the use of sectorized 
balance sheets for six countries. In the first part 
of this chapter, assets, liabilities, and net worth 
are generally analyzed in terms of the share of 
each sector in the national total of each type 
of asset, liability or net worth. In the second 
section the balance sheet structure of each sec- 
tor is analyzed in terms of similarities or differ- 
ences between countries. 

Appendix A shows the national balance sheet 
for each of the twenty countries with percentage 
shares of national assets; the total values of na- 
tional assets are also shown denominated in the 
country’s currency so one can record the bal- 
ance sheet in monetary form if desired. Appen- 
dix A also highlights secular developments in 
each country’s balance sheet and gives either 
detailed notes on the derivation of the estimates 
or gives references to other works by Professor 
Goldsmith where the detailed derivation for the 
balance sheets of some of the countries may 
be found. 

Appendix B gives the sectoral balance sheets 
for six countries. Appendix C discusses briefly 
some statistical difficulties encountered in esti- 
mating some of the balance sheet components. 

This book is a pioneering venture. Only three 
countries have published official national and 
sectoral balance sheets for a few recent years. 
Professor Goldsmith compiled the balance 
sheets for the seventeen other countries and 
extended as many of them as he could back 
into the nineteenth century. 

I find it disheartening that there should be 
a need for a pioneering venture of this type 
so late in the day. The feet that national and 
sectoral balance sheets are not part of the regu- 
lar statistical output of the economically devel- 
oped countries needs to be explained, but the 
author does not address this. 

Professor Goldsmith’s work over the past .40 
years shows that it is not impossible to derive 
national and sectoral balance sheets. The prob- 
lem is that the profession has not made the 


case that an addition of balance sheets to per 
statistical program would assist economic policy 
makers in ways that would justify the costs. If 
we were seriously to pursue the goal of timely 
annual balance sheets, the costs would require 
substantial additions to our statistical programs 
in terms of data collection, and analyses. 

To test the usefulness of this information, I 
reviewed the balance sheet of the United States 
in 1929 to see if anything was so seriously out 
of line with prior experience that an analyst 
might have concluded that the debacle of the 
Great Depression was possible (Table A-22). 
The only asset whose share in total national 
assets was out of line was corporate stock, which 
at 19.4 percent of national assets was far above 
its share in earlier years or in other countries. 
Knowledge that stock market values had out- 
stripped the value of tangible assets might have 
warned the policy makers to limit the specula- 
tive borrowing that was fueling the stock- 
market. 

This book is a useful addition to our knowl- 
edge. It shows balance sheets can be compiled. 
Further it shows that balance sheets can be 
useful in pinpointing speculative excesses — a 
role that can only be enhanced by having annual 
balance sheets with detailed sectors available. 
Professor Goldsmith deserves our thanks for 
this. Now it is up to the profession to see that 
the balance sheets are added to our regular 
statistical program. 

John A. Gorman 
Bureau of Economic Analysis, 

U.S. Department of Commerce 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial Theory 
and Institutions 

The industrial organization of future* markets. 
Edited by Ronald W. Anderson. Lexington, 
MA and Toronto: Heath, Lexington Books, 
1984. Pp. vii. 312. $28.50. ISBN 0-699- 
06836-5. JEL 84-1069 

In the last decade, the popularity of futures 
markets has soared as contracts in new product 
areas have been introduced. Accompanying this 
•merging importance has been a significant in- 
crease in attention from the media, contract 
users, academics and regulators. While much 
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of the literature published has been of the 
“how-to-use-futures” nature, this volume is not; 
it presents several academic economists' contri- 
butions toward a theoretical framework fin* ana- 
lyzing futures market performance and regula- 
tion. Although this book would prove 
interesting to anyone concerned with applica- 
tions of industrial organization topics, its major 
thrust is further study of futures markets. The 
nine chapters consist of versions of papers and 
comments presented at a November 1982 con- 
ference sponsored by the Center for the Study 
of Futures Markets at the Graduate School of 
Business, Columbia University 

When contemplating a foray into futures trad- 
ing (or the trading of any financial instrument, 
for that matter), one might first ask whether 
the market is truly competitive. We might be 
tempted to answer yes as Ronald W. Anderson 
and Mahadevan Sundaresan note that, “the fact 
that anyone may buy or sell futures contracts 
for homogeneous goods in centralized markets 
at publicly quoted prices suggests that these 
markets come close to fulfilling the standard 
criteria for perfect markets" (p. 75). However, 
necessary consideration of the arbitrage connec- 
tions between cash and futures markets reveal 
market characteristics that preclude a quick res- 
olution of the issue. For example, futures con- 
tracts for crude oil, cocoa, coffee, and copper 
illustrate cash markets that are characterized 
by dominant producers. In addition, one might 
argue that institutional investors and securities 
dealers have better information than the gen- 
eral public concerning the order flow for finan- 
cial instruments — an advantage which could 
prove useful in trading contracts based on Trea- 
sury bonds or the Standard and Poors 500 stock 
index. Therefore, assessing the performance of 
futures markets warrants the use of models that 
incorporate agents with market power. 

All chapters (except 1 and 7) develop models 
of futures trading based on market structures 
with various imperfections. They differ mainly 
in their assumptions regarding the characteris- 
tics of market participants, the information pos- 
sessed by market participants, risk preferences, 
timing of market clearings, and alternative 
hedging vehicles (or alternative markets in 
which to exercise market power). David M. G. 
Newbery examines future* trading for a non- 
storable commodity produced both by a risk- 


neutral dominant firm and many small, risk- 
averse competitors. The geometric restatement 
of the model by Lawrence J. White is extremely 
clear and significantly improves our under- 
standing of the interesting results. Louis Phlips' 
comment extends the discussion to storable 
goods. In Chapter 3, Anderson and Sundaresan 
return to the case of a futures market for a 
perishable commodity, but limit production to 
a monopolist's output level. In Simon Bennin- 
ga’s chapter, hedgers have an informational ad- 
vantage — knowledge of their futures commit- 
ments. They use this market power to influence 
futures prices by sending misleading signals to 
speculators. The source of imperfect competi- 
tion in Albert S. Kyle’s model is a futures mar- 
ket participant (die squeezer) who observes the 
quantity of contracts offered by hedgers before 
choosing his own trading position. Again, it is 
a restatement of the mode) in the comment 
by Stephen W. Salant, that is most readable. 
In Chapter 6, by Graciela Chichilnisky, all 
agents are aware that they have private informa- 
tion and thus recognize that they may have 
some market power to influence prices. This 
scenario is analyzed in a game theoretic context. 
Garth Saloner focuses on the monopoly power 
of the limited membership of futures ex- 
changes. In Chapter 9, the most abstract of 
the volume, Robert M. Townsend examines 
general equilibrium models with asymmetric 
information and limited communication, and ar- 
gues the role of government in implementing 
or coordinating trading. 

Our a priori notion is that market imperfec- 
tions will affect the economic functioning of the 
futures market in risk shifting (insurance), infor- 
mation and price discovery, providing liquidity, 
and/or reducing transactions costs. The book 
supports our intuition. The exercise of market 
power by Newbery ’s dominant producer (Ch. 
2) reduces the volume of futures contracts 
traded and increases the spread between the 
futures price and the expected future spot price 
(compared with competitive behavior). In 
Kyle’s model, hedging becomes more costly 
when squeezes can occur. In response, less 
hedging is done, more risk is borne, and conse- 
quently, less output is produced. The exchange 
members in Saloner' a model charge commis- 
sions that capture the entire risk premium; con- 
sequently, “if the farmers’ aggregate supply 
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function is increasing in price, a subop timal 
quantity of the output will be provided in equi- 
librium" (p. 272). 

Naturally, then, the book frequently turns 
to discussions of exchange innovations and/or 
government regulations designed to prevent 
the use of market power. Kyle examines limits 
on the size of positions held by traders, multiple 
deliverable goods, premiums or discounts for 
nonstandard delivery, and cash settlement of 
contracts; Newbery, Benninga, and Chichilni- 
sky mention requiring full disclosure of actions 
by market participants; and Anderson and Sun- 
d&resan ask whether futures trading should 
even be authorized for commodities produced 
under imperfect competition. These topics sug- 
gest fruitful avenues for empirical investigation, 
of which there is none in this volume. 

One of the features of futures market organi- 
zation often cited in this volume as contributing 
to the ability to exercise market power, is the 
anonymity afforded by the clearing association. 
Besides facilitating trade among strangers, the 
other major role of clearing houses is ensuring 
the financial integrity of futures markets. In 
the only practical chapter, Franklin E. Edwards 
carefully describes and analyzes the function, 
organization, regulation, and mechanics of the 
not-often-understood clearing process. This ex- 
cellent paper emphasizes the importance of this 
institution and examines some unresolved is- 
sues relating to the size and setting of margins, 
and the costs and benefits of consolidating clear- 
ing associations. 

A recurring concern throughout the book is 
the possibility of and prevention of futures mar- 
ket “manipulation." However, as Anderson 
notes in his Chapter 1 survey, “neither common 
usage nor specific legislation makes clear what 
exactly is involved in a futures market manipu- 
lation” (p. 9). Thus it is not surprising that au- 
thors use the term to describe for different be- 
havior. Thus Anderson’s extensive review of 
this topic in Chapter 1 is a valuable contribution 
as is his overall perspective of this “new” area 
of research. 

Deborah G. Black 

Hunter College, CUNY 


United States interest rates and the interest rote 
dilemma for the developing world. By J. 
Pierre V. Benotr. Westport, CT and Lon- 
don: Greenwood Press, Quorum Books, 
1986. Pp. xviii, 230. 139.95. ISBN 0-39930- 
131-2. JEL 86-0739 

The debate over interest rate policy in devel- 
oping countries in the postwar period has gen- 
erated mud) more heat than light. The same 
is true of the argument over the effect of the 
U.S. federal budget deficit on real rates of inter- 
est in world markets. Jean- Pierre Benoit, for- 
merly a high official in the Haitian Ministry of 
Finance and now chief of the Fiscal and Finan- 
cial Branch of the United Nations Secretariat, 
recounts the story of rising interest rates, first 
nominal then real, in the United States, de- 
scribes their impact on developing countries, 
and considers appropriate interest rate policy 
for such countries. The implicit theoretical 
framework is neoclassical. 

Benoit's book contains five loosely related es- 
says. Chapter 1 starts with a summary of the 
historical debate over the effectiveness of mone- 
tary policy. It then describes the secular post- 
war rise in U.S. interest rates and comments 
on the tax treatment of interest. Benoit suggests 
that the tax deductibility of interest payments 
has reduced personal saving in the United 
States, but he provides no comparative evi- 
dence. He also describes the various tax mea- 
sures designed to encourage foreign capita) in- 
flows to help finance the federal government 
deficit. 

The final section of Chapter 1 turns to the 
interest rate dilemma feeing developing coun- 
tries. Benoit sees the dilemma as the choice 
between “a policy of artificially low interest 
rates that stimulates investment in unsound 
projects and the choice of capital-intensive 
technologies” and “allowing interest rates to be 
determined essentially by market forces that 
might result in interest rates rising so high that 
they would constrain productive investment” 
(p. 26). There is no reference to the recent 
experiences of Argentina, Chile. Turkey and 
Uruguay with excessively high real rates. 
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Chapter 2 reviews attitudes towards interest 
since antiquity. King Hammurabi of Sumer set 
maximum interest rates in his 1800 b.c. Code 
of 20 percent for silver and 33.3 percent for 
barley loans. The Code supported a wide vari- 
ety of collateral, including wives, concubines 
and children (to be returned in good condition 
after three years use). Chapter 2 contains 
lengthy descriptions of attitudes towards charg- 
ing interest in Judaism and Christianity. The 
bulk of the chapter, however, is devoted to 
Islamic views on interest. The historical intro- 
duction paves the way to a description of the 
current wave of Islamization of banking in most 
Islamic countries. Benoit attempts to explain 
the new interest-free banking arrangements. 
He touches on a few problems such as illiquidity 
due to the inability of Islamic banks to hold 
short-term treasury bills or to borrow on the 
interbank money market. Those interested in 
this particular topic might do better to read 
Islamic Banking by Zubair Iqbal and Abbas 
Miralchor which contains a comprehensive 
bibliography. Documentation is not one of 
Benoit’s strengths. 

Chapter 3 turns to foreign debt. Benoit's his- 
torical excursions are really the best parts of 
this book: 

Of the thirteen Creek states which borrowed 
from the temple of Apollo at Delos in the fourth 
century B.c., eleven delimited and four-fifths of 
the loans were never repaid. Thereafter, the 
temple became somewhat disinclined to lend to 
sovereign borrowers, opting instead to make 
loans to individuals who could pledge land as 
collateral, (p. 93) 

All too quickly this chapter reaches today’s for- 
eign debt problems. First Benoit describes the 
strategy of the creditor banks. Since they can 
no longer rely on gunboat diplomacy, their 
strategy is to push for a government bailout. 
Hie debtors’ strategy is to persuade the coun- 
tries of their creditor banks that they must share 
responsibility for die problem. Various meet- 
ings at which debtor countries have thrashed 
out their position are described in detail. Fi- 
nally Benoit describes the creditor countries’ 
attitude. Apart from the United States, the 
OECD countries blame the U.S. federal budget 
deficit and urge the United States to reduce it. 
Benoit sees the United States as inflexible but 
gives virtually no space to die Baker initiative. 


The upshot of the debate appears to be one in 
which the developing countries seek a global 
solution while the OECD countries advocate 
a case-by-case approach. 

Although Benoit favors a global solution to 
the debt problem, he is not soft on the develop- 
ing countries. The last part of Chapter 3 pro- 
poses increased tax effort, more effective do- 
mestic resource mobilization, the eradication 
of corruption, and regional cooperation as the 
way out of the debt imbroglio. 

Chapters 4 and 5 return to interest rate poli- 
cies. Benoit distinguishes three approaches: the 
administered interest rate system, the modified 
administered interest rate system, and the mar- 
ket interest rate system. The administered in- 
terest rate system is characterized by low and 
inflexible institutional interest rates that fre- 
quently turn negative in real terms. Under the 
modified administered interest rate system, in- 
terest rates are still determined by administra- 
tive decision but are adjusted frequently in the 
light of market conditions. Since the market 
interest rate system is rarely encountered, 
much of this section is devoted to describing 
recent deregulation in Britain and the United 
States. 

In the final chapter, Benoit equates the just 
interest rate with the market interest rate deter- 
mined under perfect competition. He claims 
that this produces a real interest rate in indus- 
trial countries of 2 to 5 percent. Since the pre- 
conditions for such interest rate determination 
are absent in developing countries, he advo- 
cates the modified administered interest rate 
system. It should set real interest rates for 
short-term financial instruments in developing 
countries in the 2 to 5 percent range. Given 
capital scarcity in developing countries, how- 
ever, real rates should rise to 15 to 20 percent 
on longer-term instruments. Indexation is the 
obvious solution for maintaining these appropri- 
ate real rates in the face of volatile inflation. 

This is an old-fashioned book containing vir- 
tually no coverage of theoretical issues and very 
little empirical evidence to support the author’s 
assertions. The scant source references is an- 
other troubling feature. Nevertheless, I en- 
joyed Benoft’s historical vignettes and common- 
sense approach to policy issues. This well- 
written book should appeal to those wanting a 
well-balanced review of the debates over inter- 
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est rate policies and foreign debt in developing 
countries. 

Maxwell J. Fry 
University erf California , Irvine 

Reference 

Iqbal, Zvraih and Abbas, Mihakiioh. Islamic hank- 
ing. Washington, DC: Internationa] Monetary 
Fund, Occasional Paper 49, Mar. 1987. 

Financial crises and the world hanking system. 
Edited by FohrestCapie and Geoffrey E. 
Wood. New York: St. Martin’s Press. 15186. 
Pp. x, 270. $29.95. ISBN 0-312-28946-4 

JEL 86-1084 

The volume at hand contains six papers and 
associated comments from a conference at the 
City University, I^ondon. 1 would like to report 
that the papers add up to a serious contribution, 
but I cannot. The contributions are seriously 
flawed. A common assumption is that financial 
crises can be understood without explicitly con- 
sidering the financial structure and the cash 
flows (wages, profits, taxes and foreign ex- 
change earnings) that support the payment 
commitments of the financial structure: essen- 
tial capitalist relations are not modeled. Thus 
the money supply appears as a variable in these 
papers, but the commitments that are under- 
taken as money is created are ignored. 

Anna Schwartz’ paper "Real and Pseudo-fi- 
nancial Crises” quite predictably assumes that 
monetarism is valid. Her aim is to show that 
“The bugaboo of financial crisis has been cre- 
ated to divert attention from the true remedies 
that the present financial situation demands" 
(p. 13). Real and pseudo-financial crises are dis- 
tinguished: real financial crisis occurred be- 
cause “no institutional framework was immedi- 
ately available to deal with the surge of demand 
for high-powered money by the public and the 
banks” (p. 18); therefore “there is a well-under- 
stood solution to the problem: assure that de- 
posits can be converted at will into currency 
whatever the difficulties the banks encounter" 
(p. 28). It follows that none of the episodes of 
the past twenty years qualify as true or real 
financial crises. 

One of die precepts of monetarism is that 
Smiths invisible hand proposition is valid, But 
in Schwartz’ account recent potential crises 
were transformed into pseudo crises by the visi- 


ble hands of central banks and deposit insurers: 
appropriate intervention is stability enhancing 

“The Avoidance of Catastrophe: Two Nine- 
teenth-century Banking Crises" by Roy A. 
Batchelor, introduces formal models of catastro- 
phe and reactions to uncertain information in 
an endeavor to throw light on two nineteenth 
century episodes: the collapse of Overend. Gur- 
ney & Co. Ltd. and the liquidation or Baring 
Bros. A catastrophe theory approach to manias 
or bubbles leads naturally to an analysis that 
emphasizes cash flows, liability structures and 
the role of externally financed demand in deter- 
mining income and employment. Hie ability 
to validate business debt by floating new debt 
has to be contrasted with the validation of debt 
by profit flows. Batchelor has a catastrophe oc- 
cur when units systemically have to sell assets 
to obtain cash, but why this occurs only some- 
times is not made clear. The question about 
why Gurneys was sunk and Barings was rescued 
is answered by noting that it was the "difference 
in political and personal relations between 
these institutions and the officials of the Bank 
of England which determined who should sink 
and who should swim" (p. 71). This conclusion 
does not rest upon the formal mathematical ar- 
gument. 

Teresa Seaborne's "The Summer of 1914.” 
and Forest Capie. Terence Mills and Geoffrey 
Word’s, "What Happened in 1931” examine 
two crises. The war crisis of 1914 was clearly 
not part of a normal business cycle. Cash flows 
were disrupted by hostilities and quite ration- 
ally the outbreak of the war made liquidity more 
valuable. The international flow of loans from 
Britain to roll over debtors was halted; as a 
result loans could not be repaid. 

The suspension of specie payments, provid- 
ing for subsidiary currency and measures to 
make institutions which were not receiving 
funds from enemy debtors “whole” enough to 
function resolved the crisis. The way it was re- 
solved is not linked to later developments such 
as deposit insurance. 

In 1931 Britain lefr the gold standard. Capie. 
Mills and Wood conclude that in 1931 "the 
world saw the consequences of central bankers 
not understanding central banking ” (p. 144 ). 
1 would go a bit further. Before central bankers 
can understand central hanking drey need to 
understand the economy. Behind the absence 
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of successful intervention in the 1930s !ay a 
lack of understanding of the relation between 
government intervention to sustain profit flows 
and centra] bank intervention to contain asset 
price declines and shortages of liquidity. The 
same lack of understanding of the links between 
income production and the financial structure 
is still prevalent. 

Hugh Rockoff s "Walter Bagehot and the The- 
ory of Central Banking” is a model exercise in 
the history of thought. Bagehot is remembered 
for the prescription for central bank behavior 
in times of crisis "lend freely at high interest 
rates" (p. 160), but he also argued that it is 
necessary for a central bank to “protect the re- 
serve when the market is merely apprehensive” 

(p. 161). 

Rockoff makes it clear that a central bank has 
to be ready to “shift gears." It is the task of 
monetary theorists to instruct central bankers 
so that they know when to shift. This means 
that theory must identify indicators of the cri- 
sis-proneness of an economy. Neither Rockoff 
nor any of the other contributers tell us how 
this identification is to be made. 

In “Financial Crises, Banking Crises, Stock 
Market Crashes and the Money Supply: Some 
Evidence 1870-1933," Michael D. Bordo iden- 
tifies two main approaches to understanding 
financial crisis. The monetarist approach of 
Friedman, Schwartz and Cagan and an alterna- 
tive real cycle approach identified with Fischer- 
Minsky-Kindleberger. The latter 

regards financial crisis as an essential part of the 
upper turning point of the business cycle — as a 
necessary consequence of the previous boom. 
The modern proponents. Minsky and Kindleber- 
ger, basically extend the views Irving Fisher ex- 
pressed in Boom* and Depression* (1932). (p. 
167) 

Certainly Minsky, and 1 believe Kindleber- 
ger, would argue that they are integrating in- 
sights from Fisher and from Keynes’ General 
Theory. In my understanding the Minsky- 
Kindleberger theory combines an investment 
theory of business cycles, a financial theory of 
investments, and the explicit modeling of fi- 
nancial structures as payment commitments. 
Wages, profits, rents, taxes and the foreign bal- 
ance are the sources of funds to fulfill these 
commitments, and these "sources" in turn de- 
pend upon die extent of new debt or other 
«t«T ' fir r^n» It fo'low* tF t <v w -in* 


the explanatory performance of a Friedman- 
Schwartz and a Kindleberger- Minsky model by 
analyzing purely monetary relations is inept: 
the two models require quite different data 
bases for testing. 

To conclude, the papers are interesting for 
the topics they raise rather than for their analyt- 
ical frameworks or their concludions. 

Hyman P. Minsky 

Washington University 

Futures markets: Their economic role. Edited 
by Anne E. Peck. AEI Studies in Govern- 
ment Regulation. Washington, DC: Ameri- 
can Enterprise Institute for Public Policy Re- 
search, 1985. Pp. xUi, 325, $21.95. ISBN O- 
8447-3592-2. JEL 86-0754 

Futures markets: Regulatory issues. Edited by 
Anne E. Peck. AEI Studies in Government 
Regulation. Washington, DC; American En- 
terprise Institute for Public Policy Research, 
1985. Pp. xiii, 376. $24.95. ISBN 0-8447- 
3593-0. JEL 86-0753 

Since their start more than one hundred years 
ago, organized futures markets have frequently 
been misunderstood and denigrated. For exam- 
ple, in the 1890s they came within a hairs - 
breadth of being outlawed. They alone must 
justify beforehand that a new instrument bene- 
fits the economy rather than relying on the ac- 
tual desire for trading to prove their case. This 
scrutiny extends to the Federal regulatory 
agency, the Commodity Futures Trading Com- 
mission, that oversees futures markets. Part of 
the legislation renewing the CFTC in 1982 au- 
thorized studies on the purpose of futures mar- 
kets, especially the emerging financial futures, 
and their interaction with existing securities 
markets. These two volumes, with essays by 
many of the leading scholars of futures and secu- 
rities markets, are meant to complement the 
government’s studies. 

These companion volumes comprise thirteen 
self-contained essays. For the most part die es- 
says review tbe literature, such as that on live- 
stock futures. Written with the nonspecialist 
in mind, most emphasize verbal descriptions. 
There is a minimum of formal modeling or sta- 
tistics. 

Among tbe reviews of tbe literature, tbe ones 
by Anne Peck on traditional agricultural futures 
markets and by William S liber on financial fu- 
ture* iP'rlreN «t r»d nut P** , 'h'« , y ji”rir *'tly 
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presents, among other subjects, how futures 
markets guide intertemporal allocations and 
how actual holders of inventory seem to follow 
well behaved supply-of-storage curves. Silber 
argues that the main advantage of financial fu- 
tures is their extremely low transactions costs, 
even when measured against other security 
markets. According to his perspective, a man- 
ager of a pension fond can reduce quickly and 
inexpensively his proportion in equities by sell- 
ing stock-index futures contracts rather than the 
myriad different issues in the fond’s portfolio. 
Silber’s essay would make an excellent intro- 
duction to a segment on financial futures in 
an advanced undergraduate course on financial 
markets or on money and banking. 

Two essays will interest a specialist in futures 
markets for their new empirical evidence on 
some old issues. William Tomek studies 
whether the exchanges have set initial margin 
(a good-faith deposit) high enough to ensure 
the integrity of contracts. He finds that from 
1970 to 1982 the exchanges were, if anything, 
too conservative in setting margin, hardly evi- 
dence that the government should supersede 
them. He also finds only weak evidence that 
changes in the level of margin influence either 
the volume of trading or price volatility, and 
what evidence there is could just as well be 
interpreted as the changes in price volatility 
determining an exchange's initial margin, as 
they should. Thus, Tomek concludes that even 
if it is desirable for the government to dampen 
speculation, its control of initial margin would 
provide far too crude an instrument. 

Dennis Draper offers a portrait of nonprofes- 
sional traders, based on surveys conducted by 
Barron's and the Chicago Board of Trade. Pre- 
vious research based on the patterns in the ac- 
counts at single brokerage firms had suggested 
that the typical small trader was undercapital- 
ized, uninformed, and remained in the market 
only until he had been shorn by the profession- 
als. According to the two new surveys, the small 
traders typically hold considerable other assets, 
ate well educated, and remain in die market 
for extended periods, often switching brokerage 
houses in the process. They appear to be well 
aware of the risks. Draper concludes that this 
picture indicates not so much that protection 
of small investors is unnecessary, but that re- 
cent efforts, required by the government of all 
commission houses, at screening customers and 


disclosing the risks associated with futures trad- 
ing have worked as intended. 

Ihe me essay adding to formal theory is by 
Jerome Stein on financial futures’ effect on capi- 
tal formation. Stein models how a risk-averse 
dealer in bonds or a risk-averse originator of 
mortgages will change its bid-ask spread or 
origination fee with the possibility of hedging 
on the futures market. He is in effect arguing 
that the primary advantage of financial futures 
is an expansion of the possible portfolios availa- 
ble to such agents. Thus, Stein has a perspec- 
tive opposite from Silber’s. That two scholars 
can make such different, yet coherent and plau- 
sible, cases for futures markets makes one suspi- 
cious of any regulation of the markets implicitly 
depending on a particular view of their func- 
tion. 

Many of the essays touch on regulatory is- 
sues, including Allen Paul’s study of settle- 
ment of contracts by cash rather than a physical 
commodity. Yet the two volumes do not divide 
clearly, as their titles imply; they need to be 
bought as a pair. For example, Charles Seeger’s 
account of recent government concern about 
financial futures, including the battles for turf 
between the CFTC and the SEC, is in the sec- 
ond volume, while reflections by Philip John- 
son, the former chairman of the CFTC, on those 
battles is in the first volume. For his put, John- 
son offers a new reason for the limits of regula- 
tion. He argues that well meaning people, 
especially those with only a superficial under- 
standing of the markets and regulatory system, 
assign impossible tasks to the regulators, such 
as requiring the CFTC to police fly-by-night 
“boiler-rooms’’ selling commodities to die gulli- 
ble and greedy. Tarnished by the inevitable 
failure, the regulatory agency is unable to ac- 
complish those tasks for which it is suited. 

Jeffrey Williams 

Brandeis University 

310 Fiscal Theory and Policy; Public Financs 

Economic choices, 1987. By Henry J. Aaron 
et al. Washington, DC; Brookings Institu- 
tion, 1986. Pp xii, 126. $22.95, doth; $8.95, 
paper. ISBN 0-8157-1040-2. /EL 88-1066 
Six authors, among them Joseph Peatman, 
Alioe Rivhn, and Charles Schulte, all with 
high-level experience in government, take col- 
lective responsibility for this volume. It follows 
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a similar Broolangs book, Economic Choices, 
1984 edited by Rivlin, that was published dur- 
ing the election campaign. The present work 
contains four essays pulled together by an over- 
view chapter, They lay out major options for 
macroeconomic policy, deficit reduction, tax 
structure, and the budget process and make 
recommendations in these areas. Since the 
work is patently more one of advocacy than 
analysis, there is no point to dwell on any of 
its biases. It is an unavoidable professional haz- 
ard of those who dispense policy advice that 
they must be convinced of their ability to point 
the nation in the right direction. Hence I will 
describe, but not take issue with that advice 
and then comment on the manner and coher- 
ence with which the advocacy is conducted. 

The budgetary choice favored by the authors 
is to achieve the Gramm-Rudman-Hollings 
(GRH) deficit reduction targets through fiscal 
1989 with a different mix of fiscal measures than 
the automatic spending cuts mandated under 
that law when all else foils. The book, written 
well before passage in October of the Tax Re- 
form Act of 1986, recommends instead a mix- 
ture of tax increases and widespread, but 
unequal spending cuts from a hypothetical 
baseline level. That level is estimated with two 
major adjustments (p. 54) from projections pub- 
lished by the Congressional Budget Office in 
February 1986. For fiscal 1989, a baseline defi- 
cit of $187 is contained in the five-year pro- 
jections. To reduce this to the GRH figure of 
$72 billion, the authors recommend that $50 
billion more in taxes, produced by raising in- 
come tax rates above presumed post-reform lev- 
els, be matched by about $30 billion in defense 
cuts and a net reduction of $20 billion in civilian 
spending. The remaining $15 billion would 
come from less interest being owned on a 
smaller national debt. Apart from arguing for 
this “balanced” way of curbing the deficit, the 
study recommends procedural reforms de- 
signed to make budgeting more comprehensi- 
ble and the process less time consuming. 

All options, whether proposed from Brook- 
ings or by others, are spelled out folly and 
fairly, but then the process of persuasion be- 
gins. The authors tend to rest mud) of their 
case on p ropos i tions treated as self-evident and 
on values r ep r esented as widely shared. Having 
laid claim to r e p r esen ting the reasonable con- 


sensus position — one containing elements 
"seen even by many conservatives” (p. 61) — 
they appeal to its authority to judge other posi- 
tions. Some readers will resent being led in 
this way; but generally this manner of advocacy 
is effective, allowing the volume to succeed on 
its own terms. 

Before the book proceeds carefully to con- 
sider the tax and spending measures by which 
the defidt is to be reduced from the baseline, 
it presents macroeconomic analysis described 
as “inexorably” (p. 46) pointing to the need for 
defidt reduction. This provides an opportunity 
to assess the coherence of advocacy. The au- 
thors believe that, under present circum- 
stances, there is a large degree of offset between 
changes in national saving and the external bal- 
ance. Thus reducing saving increases the cur- 
rent account deficit, leaving little effect on eco- 
nomic activity. An extreme form of this result 
is familiar from the Mundell-Fleming analysis 
according to which fiscal stimulus is ineffective 
in a small country under flexible exchange rates 
with international equality of interest rates. Ap- 
plied in reverse it means that moves toward 
lower fiscal defidts are not likely to jeopardize 
continued economic recovery from the demand 
side as they raise long-term capacity for growth 
from the supply side. Instead, curbing fiscal 
deficits and adding to national saving, by reduc- 
ing interest rates and the exchange value of 
the dollar, would raise both domestic invest- 
ment and net exports. 

Should fiscal deficits continue unchecked, the 
dollar would also come down as foreigners be- 
come less eager to acquire dollar claims (p. 25). 
However, the induced rise in net exports would 
then have to be largely at the expense of domes- 
tic investment. Real interest rates and expected 
inflation rates would rise in a process of crowd- 
ing out. 

This analysis, which involves several scenar- 
ios in which an unidentified measure of the 
exchange value of the dollar is projected to de- 
cline by 15 percent during each year from 1986 
through 1988, is uninhibited by J -curve effects 
and considerations of market efficiency. It con- 
tains one or two incompletely explained and 
possibly misleading measures such as the U.S. 
current account balance at high employment. 
Nevertheless, the reasoning is probably ade- 
quate for deducing prospect s under different 



Book Reviews 


1345 


fiscal scenarios, provided flow rates and prices 
do not change abruptly. 

Overall the book represents a distinguished 
entry in die struggle to reassert fiscal responsi- 
bility through well-supported, itemized deci- 
sions. Irrespective of whether one favors this 
particular champion, it is a joy to see one fight- 
ing so well and fair for deficit reduction and 
selective measures to achieve it. However, be- 
cause some targets have moved or perished, 
before the 1988 election a new volume on eco- 
nomic choices will be needed to uphold the 
quality of a debate that has few other reliable 
supports. As the year-old volume suggests (p. 
Ill), things are increasingly done in govern- 
ment that none of the participants professes 
to want. 

George M. von Fvrstenberc 
Indiana University 

How real is the federal deficit? By Robert 
Eisner. New York: Macmillan, Free Press; 
London: Collier Macmillan, 1986. Pp. xvi, 
240. $17.95. ISBN 0-02-909430-5. 

JEL 87-0140 

According to recent opinion polls, the public 
considers the federal deficit to be a grave na- 
tional problem. Consequently, the deficit, 
which has always been a political issue to some 
extent, is now a hot one. Politicians seem to 
agree that deficits are bad, that the current one 
is much too large, and that it must be reduced. 
They disagree only on who is to blame, on 
whether taxes should be raised or spending cut, 
and if spending is to be cut, what categories 
should be targeted. 

Robert Eisner argues that deficits should not 
now be a major political issue. His argument 
has two parts. First, when the federal deficit 
is correctly measured, it has not actually been 
large. Indeed, until recently, the budget has 
usually been in surplus. Second, when the 
economy is operating with slack as it is now, 
deficits are desirable because they raise ag- 
gregate demand, thereby increasing output. 
Therefore, present fiscal policy is basically 
sound. The federal budget deficit should be 
reduced only as the economy approaches full 
employment some yean hence. 

The official measure of the federal deficit is 
the change in the nominal par value of the fed- 
eral debt. Eisner argues that die correct mea- 


sure is the change in the real market value of 
the federal debt. The two measures differ when- 
ever the price level or die level of nominal 
interest rates changes. Since the late 1960s, 
the difference has been substantial because in- 
flation and rising nominal interest rates have 
eroded the real market value of previously is- 
sued government debt. 

Eisner characterizes the U.S. economy as fid- 
lows: if it is operating with slack, aggregate de- 
mand determines output, and the price level 
is predetermined; monetary policy determines 
the level of nominal interest rates; and house- 
holds treat the real market value of government 
debt as net wealth. In this Keynesian economy, 
Eisner's measure of the federal deficit is the 
principal instrument by which the federal gov- 
ernment can influence aggregate demand: a 
policy action that raises his measure will in- 
crease output. In contrast, aggregate demand 
need not be closely linked to the official mea- 
sure. For example, an increase in die "animal 
spirits” of oil exporters could increase the infla- 
tion rate and thus the official measure while 
lowering aggregate demand. Alternatively, a 
tight monetary policy would increase nominal 
interest rates and the official measure but would 
decrease Eisner’s measure. 

If Eisner’s characterization of the U.S. econ- 
omy is invalid, his measure of the federal deficit 
is invalid as well. Suppose that the following 
model characterizes the U.S. economy: the 
price level is determined by anticipated aggre- 
gate demand; households treat the government 
debt as net wealth; and monetary policy fixes 
the fraction of government debt that is mone- 
tized. In this model, die official deficit is the 
correct measure because the nominal govern- 
ment debt plays exactly the same role as the 
nominal money supply (days in monetarist mod- 
els. The official measure is clearly preferable 
to Eisner’s for highly inflationary economies. 
For example, adopting Eisner’s definition 
would lead one to the absurd view that in 1923 
Germany bad large surpluses and its hyperinfla- 
tion resulted from animal spirits. 

Suppose instead that Ricardian equivalence 
holds. In this case, the correct measure of the 
deficit is always zero because die time prece- 
dence of tax revenue does not affect aggreg a te 
demand. The instruments of fiscal policy then 
consist of the amounts the government spends 
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and will spend, the composition of its spending 
now and in the future, and the structure and 
time profile of its marginal tax rates. The cur- 
rent budget debate is therefore as much to the 
point as any political debate is ever likely to 
be. 

The second part of Eisner’s argument uses 
an old-fashioned variant of the Keynesian 
model. In this model, output is almost always 
less than its foil-employment level and conse- 
quently depends primarily on aggregate de- 
mand which affects the price level only if foil 
employment has been attained. Intelligent pol- 
icy therefore raises aggregate demand when the 
economy is operating with slack and judiciously 
lowers it in the rare event that foil employment 
has been attained and inflation is a problem. 
Such a policy yields a permanent economic 
high. 

Modem Keynesian models assume that eco- 
nomic agents have rational expectations when 
setting money wages and prices. Because 
money wages and prices are temporarily rigid, 
systematic aggregate-demand policy can stabi- 
lize output around its natural level. Rational 
expectations, however, prevent the gap be- 
tween output and its natural level from differing 
from zero on average. In other words, system- 
atic aggregate-demand policy cannot produce 
a permanent economic hiftf. Rather, its princi- 
pal permanent effect is on how the price level 
evolves. Therefore, the second part of Eisner’s 
argument is invalid in modem Keynesian mod- 
els. 

Hie book contains four chapters of empirical 
evidence supporting Eisner’s position. For ex- 
ample, Eisner argues that output grows more 
rapidly, the larger is his measure of the federal 
deficit. As evidence for this position, he reports 
regressions of the growth rate of output on his 
measure of the federal deficit and on other vari- 
ables. He finds that the coefficients on his mea- 
sure of the federal deficit are positive and statis- 
tically significant. It took me only two minutes 
of empirical work, however, to produce similar 
regressions in which Eisner’s measures are not 
statistically significant. My point is not that out- 
put is unrelated to Eisner’s measure of the fed- 
eral deficit but rather that his estimates are 
not robust to minor specification changes and 
therefore provide tittle, if any, evidence for his 
position. 


In conclusion, if money wages and prices ex- 
hibit appreciable short-run stickiness, one can 
make a reasonable case that the official measure 
of the federal budget deficit is faulty and that 
Eisner’s measure is superior. Therefore, this 
book can contribute to improved policy making 
if it teaches politicians this lesson. The rest of 
the book, however, is a throwback to the 1960s. 
It would indeed be ironic if this is the part of 
the book that ends up most affecting future pol- 
icy making. 

Paul Evans 

Ohio State University 

400 International Economics 

Selected essays of Gottfried Haberler. By 
Gottfried Haberler. Edited by Anthony 
Y. C. Kno. Cambridge, MA and London: 
MIT Press, 1985. Pp. xi, 652. $65.00 ISBN 
0-262-11105-5. JEL 86-0771 

When the present reviewer first studied eco- 
nomics, at the University of Rangoon in the 
early fifties, there were two books that every 
“honors" student was expected to have some 
familiarity with. These were Prosperity and De- 
pression and The Theory of International 
Trade, both by Gottfried Haberler. Both books 
were already established classics for a couple 
of decades. Students today have other, more 
technical reference works that they are ex- 
pected to master, both in macroeconomics and 
international economics, but I cannot help feel- 
ing that they would still benefit enormously 
by some acquaintance with die mind of this 
truly great economist as revealed in those two 
classics and in the present generous selection 
of Haberler’s essays, edited by Professor An- 
thony Koo. Among some of the things that they 
would learn are that logic and rigor in econom- 
ics can be sustained at the highest level without 
recourse to extensive mathematics and that eco- 
nomic theory has to be used in combination 
with a knowledge of history and institutional 
context if it is to illuminate the problems of 
the real world. 

This massive volume contains 27 essays, rang- 
ing in time from a 1925 essay translated from 
the German on Schumpeter’s theory of money 
to several very recent pieces on macroeconomic 
and trade problems, including a thoughtful 



Book Reviews 


1347 


evaluation of the rational expectations approach 
to macroeconomics, which is die last chapter 
of the book. Hie papers are distributed fairly 
evenly over the decades from the thirties to 
the eighties. If anything, there are signs of an 
acceleration in the seventies and eighties in the 
valuable bibliography of his writings that the 
volume includes. There are five sections, ar- 
ranged by topic, with about a dozen papers 
each on international economics and macroeco- 
nomics and three on economic development. 

The opening section on International Trade 
contains some of Haberler’s most famous contri- 
butions. Hie first chapter is a translation of a 
1930 German essay which replaces the linear 
Ricardian model of comparative cost with the 
modern concave production possibility frontier, 
which Haberler derives from the hypothesis 
that factors of production are, at least to some 
extent and especially in the short run, “specific” 
to particular sectors of the economy. This ap- 
proach was formalized mathematically forty 
years later by Ronald Jones and Paul Samuel- 
son, who called it the Ricardo-Viner model. It 
would not be inappropriate for Haberler’s name 
to be added to this distinguished lineage. In- 
deed, a case could be made that his “opportu- 
nity cost” approach is more in conformity with 
the spirit of this model than the “real cost" 
approach of Viner. 

Chapter 3 is the celebrated 1950 Economic 
Journal article on “Some Problems in the Pure 
Theory of International Trade." This pearl was 
the product of irritation initiated by Thomas 
Balogh’s belief that the familiar list of unrealistic 
assumptions usually made in expounding the 
theory of comparative advantage and the associ- 
ated case for free trade are logically necessary 
for the validity of the conclusion. Haberler care- 
fully examines several cases in which these sim- 
plifying assumptions are removed. In the pro- 
cess he may be said to have initiated the 
extensive literature on trade and trade policy 
in the presence of domestic “distortions” of vari- 
ous sorts in the markets for goods and factors 
that was developed in the sixties after a major 
contribution by Jagdish Bhagwati and V. K. Ra- 
moswami. 

Hte 1958 Princeton Survey of International 


Track Theory is published as Chapter 4. It still 
makes interesting reading in spite of the consid- 
erable theoretical developments that have 
taken place subsequently. A very thorough ex- 
position of the “elasticities” approach to devalu- 
ation in a 1949 Kyklos paper is the analytical 
centerpiece of the next section on International 
Finance. Joan Robinson and Fritz Machlup 
were the pioneers on this topic but Haberler 
carried the analysts much further. It is regretta- 
ble that there is no postscript to this article, 
connecting it to the subsequent “absorption” 
and "monetary” approaches. Haberler distin- 
guishes his analysis from the purely “real” Mar- 
shallian “reciprocal supply and demand” model 
by saying that he is concerned with demand 
and supply in terms erf money, but the exact 
nature of the monetary assumptions that he 
makes is not clear. The literature still appears 
to be lacking a systematic exposition of the rela- 
tionship between these diverse treatments of 
exchange rate devaluation. 

Haberler is characteristically wise and in- 
sightful in several recent policy pieces on such 
topics as the impact of oil shocks and role of 
floating exchange rates, of which he has contin- 
ued to be a vigorous advocate, given the world 
of downward nominal price rigidity that he be- 
lieves we live in. His general macroeconomic 
position is firmly in the middle ground between 
Keynesians on the left and “new classicsds” on 
the right. Hie last essay in the volume contains 
a succinct evaluation of the limitations of the 
more extreme formulations of the rational ex- 
pectations position. 

While it is possible to think of other authors 
for each of the essays reprinted in this book, 
Jacob Viner say for some of the trade pieces 
or William Feltner for some of the macro items, 
the only possible author for the volume as a 
whole is the man who wrote Prosperity and 
Depression and The Theory of International 
Trade. The generation of economists that was 
not brought up on those two classics can per- 
haps be led back to them by sampling some 
of the rich fere that this splendid collection has 
to offer. 

Ronald Findlay 

Columbia University 
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430 Balance of Payments; 

International Finance 

The political economy of international mone- 
tary interdependence. By Koichi Hamaoa. 
Translated by Charles Yujr Hokioka and 
Chi-Hung Kwan. Cambridge, MA and Lon- 
don: MIT Press, 1985. Pp. ix, 187. $22.50. 
ISBN 0-262-08154-7. JEL 86-0794 

This appropriately-titled book uses a series 
of sensible models to explore economic interac- 
tions between countries under alternate ex- 
change-rate regimes. The models are simple 
ones, the algebra and notation are neat, and 
the language and logic are clear, so the reader 
is exposed to an effective demonstration of how 
to use game theory and adaptive expectations 
macro modeling techniques to derive relevant 
policy conclusions. 

Chapter 1 describes the plan of the book. 
Chapter 2 lays out the basic options for the 
structure of the international monetary system, 
with a discussion of how game theory can be 
useful in thinking aliout these choices and an 
appendix discussing important elements of 
game theory. 

Chapter 3 analyzes the formation of a cur- 
rency union as an example of the provision of 
a public good. The author argues that when a 
nation joins a monetary union, it suffers certain 
costs (e.g., lessened ability to inflate at the de- 
sired level) in order to create a public good 
(e.g., reduced transactions costs). He then ar- 
gues that the fact that the benefits of the public 
good are spread out among all of the members 
of the currency union will mean that monetary 
union formation will cease before optimal size 
is reached. This analysis seems flawed to me. 
When one more country joins the currency 
union, each current member and the prospec- 
tive member all bear costs, and they all share 
the public good. Thus it is hard to find a system- 
atic bias against the optimal size of the union 
here. To get such a bias, one must assume that 
the prospective members are discriminated 
against in the macroeconomic policy-making 
process and (as the author explicitly assumed) 
that efficient bargains are explicitly ruled out 
(e.g., join me in a currency union and 1 will 
take over more of your contributions to NATO). 
Hie author points out other reasons for the 
suboptimal size of monetary unions: the feet 


that the costs are immediate and concrete (e.g., 
loss of sovereignty) and the macroeconomic 
benefits are speculative and deferred (e.g., the 
increase in efficiency that a common currency 
brings). However, if one thinks of the transac- 
tions cost inflicted by a floating exchange rate 
as a tax on transactions between the country 
and the currency area, it stands to reason that 
the smaller unit will bear most of the incidence 
of that tax. Thus it may well be that the new 
entrant will be the major recipient iff the collec- 
tive benefits from joining, so that suboptimality 
flows from failure of the initial members to get 
their just deserts. 

However, one must certainly grant the au- 
thor the more general point that when coopera- 
tion bestows benefits and costs asymmetrically, 
and compensation is ruled out, there will be 
too little cooperation, and that to facilitate coop- 
eration mechanisms are needed to apportion 
the costs of cooperation appropriately among 
the beneficiaries (e.g., a common government). 

Chapter 4 builds a model of monetary policy 
games with fixed price economies under fixed 
and flexible exchange rates with governments 
that care about the level of output, and under 
fixed exchange rates about the level of reserves 
as well. The analysis is used to demonstrate 
that under fixed exchange rates cooperation is 
needed to get onto the contract curve, but un- 
der flexible exchange rates, since countries 
have been freed from the need to be concerned 
about reserve levels, output levels in both coun- 
tries will be optimized even without coopera- 
tion. 

Chapter 5 analyzes policy games in a world 
of foil employment and fixed exchange rates 
in which each government cares about the rate 
of change of nominal reserve stocks and the 
inflation rate. Conclusions are then drawn 
about the optimal rate of creation of interna- 
tional reserves. 

One minor blemish is that the second term 
in the utility function on page 86 is not the 
rate of normalized real reserve growth as the 
author claims except when reserves are at their 
target level. I can not come up with a sensible 
interpretation of that term, and think that a 
better term would be p. e - p*. where p.* is 
the target reserve/income ratio and p. e is the 
equilibrium p. that would result if the rate of 
credit-based monetary growth remained un- 
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changed. Also, equation (5A.2) needs the addi- 
tion of a factor (1 — z) on the right-hand side 
where z is the actual ratio of reserves to money 
in the world. Since z varies over time, the cor- 
rect solution of the differential game in this ap- 
pendix is somewhat more complex than his ver- 
sion of it. 

Chapter 6 is a particularly clear, useful, and 
easy to follow discussion of adjustment for a 
small open economy with an expectations-aug- 
mented Phillips curve and adaptive expecta- 
tions under fixed and flexible exchange rates. 

Chapter 7 explores the transmission of distur- 
bances in the world of Chapter 6 when both 
countries are of comparable size. 1 have one 
hobby horse to ride here: In his discussion of 
the Laursen-Metzler effect the author ignores 
the point made by Tower and Willett in our 
(1976) Princeton Special Paper that consump- 
tion functions fixed in real terms perfectly insu- 
late real consumption from foreign develop- 
ments under flexible exchange rates when 
prices are fixed and capital is immobile. Then, 
a foreign contraction which worsens the home 
terms of trade means that more home employ- 
ment is required to sustain the same level of 
real consumption. 

Chapter 8 explores monetary independence 
under a managed float. The conclusion suc- 
cinctly summarizes the major findings and 
forthrightly tackles the potential criticism that 
the book uses adaptive rather than rational ex- 
pectations and has no bonds. In the postscripts, 
the author neatly ties his results in with other 
recent developments. 

To conclude, this is a monograph which is 
well worth reading, particularly for those who 
seek an introduction to the use of game theory 
in modeling macroeconomic interactions be- 
tween nations. 

Edward Tower 

Duke University 


500 Administration; Business Finance 
Marketing; Accounting 
520 Business Finance and Investment 

Handbook of public economics. Volume 1. Ed- 
ited by Alan J. Auerbach and Martin 
Feldstein. Handbooks in Economics series, 
no. 4., New York and Oxford: North-Holland; 
distributed in the U.S. and Canada by Else- 
vier Science, NY, 1985. Pp. xvii, 484. 
$130.00, two volume set. ISBN 0-444- 
87612-x. JEL 86-1007 

As Alan Auerbach and Martin Feldstein ob- 
serve in the introduction to the Handbook of 
Public Economics, public finance as a field is 
defined more by its objectives than its tech- 
niques. In fact many of the rapid changes in 
public finance over the past quarter of a century 
constitute the application of modern theoretical 
and econometric techniques to old questions 
about the role and impact of the government 
sector. The reader will find these traditional 
questions and a few new ones as the subjects 
of the seventeen chapters in this two volume 
set. Volume I, containing eight of the chapters, 
is the subject of this review. 

Volume I opens with a thoughtful chapter 
by Richard M us grave on "A Brief History of 
Fiscal Doctrine.” Brevity is a challenge since 
the issues of fiscal doctrine constitute a large 
part of early thought on political economy. In 
this introductory chapter Musgrave identifies 
five broad themes in the doctrine — public 
goods, equity in taxation, efficiency in taxation, 
the general equilibrium effects (including the 
incidence) of taxation, and the role and impact 
of government debt and deficits — and truces 
the development of the major ideas in each to 
the present time. 

To some extent Chapter 2 by Alan Auerbach 
on “The Theory of Excess Burden and Optimal 
Taxation” is also introductory as it develops the 
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main normative apparatus used in public fi- 
nance. Auerbach examines the burden of taxa- 
tion and how it is measured using the Marshal- 
lian concept of consumers surplus and the 
Hicksian concepts of equivalent and compensat- 
ing income changes. There is a detailed expla- 
nation, perhaps more than some readers wish 
to know, of the problems associated with mea- 
suring the burden in principle and practice. 
After this catalogue of difficulties, Auerbach 
leaves the reader largely on his own as to how 
and when such measures can be usefully em- 
ployed and turns to the subject of optimal taxa- 
tion where the main results of a rather volumi- 
nous literature are derived and explained 
clearly. 

In Chapter 3 Dieter Bds presents a compre- 
hensive survey of "Public Sector Pricing." First 
he derives the necessary conditions for the so- 
cial welfare maximizing values of the controlled 
prices in a general framework and then he con- 
siders the special cases. The classical marginal 
cost pricing rules emerge in the absence of pub- 
lic enterprise profit constraints, cross effects on 
distorted markets and in the presence of opti- 
mal lump-sum redistribution. Profit constraints 
lead to Ramsey pricing rules, possibly involving 
distributional weights if lump-sum redistribu- 
tion is not possible, while distortions in other 
markets lead to other second best results. The 
various inadequacies of piece-meal policies are 
also documented. 

In contrast to the theoretical emphasis of the 
previous two chapters, Jerry Hausman states 
in Chapter 4 on ‘Taxes on the Labor Supply” 
that theory tells us little about this subject so 
it is time to do econometrics. Hausman surveys 
the econometric issues involved in estimating 
labor supply functions in the presence of taxes 
in some detail, so this chapter will be useful 
for researchers planning to work in this area. 
The chapter also includes a good survey of the 
various negative income tax experiments car- 
ried out in the U.S. There is a very limited 
discussion of the intertemporal aspects of the 
labor supply problem and nothing at all on is- 
sues such as occupational choice and human 
capital accumulation. 

Agnar Sandmo has written a characteristically 
lucid account of The Effects of Taxation on 
Savings and Risk Taking” in Chapter 5. In the 
first part of the chapter he recites the standard 


life-cycle analysis of the effects on saving of an 
income tax on wage and interest income with 
and without variable labor supply, imperfect 
capital markets, bequests and uncertainty. 
There is a brief survey of the burgeoning empir- 
ical literature on this subject and also a brief 
section on social security and saving. Following 
an analysis of the optimal tax treatment of sav- 
ing, there is a well-organized survey of the liter- 
ature on taxation and risk taking. 

Avinash Dixit focuses his Chapter 6, ‘Tax 
Policy in Open Economies,” almost entirely on 
commercial policies such as tariffs and quotas, 
a subject that has long been ignored by public 
finance specialists, partly because it is analyzed 
in detail elsewhere and partly because the pol- 
icy objectives of trade taxes are perceived to 
be different than those of other taxes. Although 
he provides a well-written survey of the litera- 
ture on commercial policy, I expect that some 
readers will be disappointed that he ignores a 
number of conventional public finance issues 
such as taxes and migration, tax treaties, origin 
versus destination taxation, international tax 
harmonization, tax reform in open economies, 
and the taxation of multinational firms and for- 
eign capita) income. 

Harvey Rosen has written a good chapter on 
“Housing Subsidies” in Chapter 7. He observes 
that the housing market is subject to a large 
number of government interventions and con- 
siders the possible efficiency and equity ratio- 
nales for them. The main focus is on subsidies 
to housing provided through preferential tax 
treatment and housing assistance. He reviews 
the tax provisions relating to the demand and 
supply of housing in the U.S. (many of which 
are found also in other countries) that have sub- 
stantially lowered the user cost of owner-occu- 
pied housing with effects on tenure choice, in- 
vestment in bousing, economic efficiency and 
the distribution of welfare. 

The last chapter in this volume is a methodi- 
cal discussion of the (mostly) theoretical issues 
in “The Taxation of Natural Resources” by Terry 
Heaps and John Helliwell. The authors leave 
few, if any, significant issues on this topic un- 
covered. The different types of resource taxes 
and the possible objectives for resource taxation 
are reviewed and the taxation issues arising in 
selected resource industries are discussed in- 
cluding fisheries as an example of the common 
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property case, forestry for a renewable resource 
with competing uses, mining for the optimal 
extraction problem, and energy as the best rent- 
collection Case. Economists interested in public 
finance or natural resource economics will find 
this chapter useful, 

A handbook reviewer is inclined to offer an 
opinion on whether a particular handbook has 
achieved its stated objective of being “a defini- 
tive source, reference, and teaching supple- 
ment.” Since only die first volume is reviewed 
here a final judgment is premature. The editors 
have assembled an impressive group of authors 
for the two volumes, and the authors in Volume 
I did, on the whole, a good job of conveying 
the existing state of knowledge in each chapter. 
As in most books of this type, there is a ten- 
dency for the theoretically inclined authors to 
slight the empirical literature and vice versa. 
As for general coverage, it appears from the 
table of contents for the two volumes that the 
major topics in modern public finance are cov- 
ered with the notable exceptions of the public 
debt and tax reform. It is odd (especially consid- 
ering the interests of the editors) that the public 
debt, a classic public finance topic and currently 
a major policy issue, did not rate a chapter. 
The absence of a chapter on the issues so widely 
discussed in the tax reform movements in the 
U.S. and elsewhere is less puzzling since many 
of these issues are covered in the individual 
chapters. 

Neil Bruce 

Queens University, Canada 

600 Industrial Organization; 
Technological Change; Industry Studies 

610 Industrial Organization and Public Policy 

Competition in a dual economy. By Joseph 
Bowrinc. Princeton, NJ: Princeton Univer- 
sity Press, 1986. Pp. vi, 208. $25.00. ISBN 
0-691-04234-9. JEL 87-0203 

In this significant book, Bowring develops 
further the dualist view of the modem econ- 
omy, using logic, history and statistical evi- 
dence. “Core” firms are large, stable, and prof- 
itable, and they commonly hold market power, 
whereas “peripheral firms” are small and pow- 
erless. Bowring aims only to establish that the 
dist inc tion exists and is important, without go- 


ing on fo draw further lessons. The variety of 
evidence he presents is indeed inconsistent 
with dualism; and, as he notes, it undercuts 
the recent “efficient-market" claims that market 
power reflects only superior performance. 

The book offers primarily a restatement of 
concepts and evidence in the industrial organi- 
zation literature, plus new econometric tests 
relating corporate risk and return in the pres- 
ence of various structural variables. After a con- 
cise introduction. Chapter 2 develops the con- 
cept of dualism, extending it from the earlier 
discussions by Galbraith, Averitt, Sweezy and 
others. The roles of absolute size, diversifica- 
tion, barriers to mobility, and risk and return, 
are adroitly discussed. A fundamental point is 
that core and periphery firms can coexist in 
individual markets. Therefore market power is 
a more sophisticated problem than is suggested 
by models based strictly on industry-wide de- 
grees of monopoly. 

Chapter 3 summarizes trends in the develop- 
ment of the core of large firms since 1900, 
stressing the rise of their concentration, diversi- 
fication, stability and relative profitability. 
Chapter 4 attempts, less successfully I think, 
to contrast dualism with “the industrial organi- 
zation tradition.” In feet, Bowring's approach 
can be considered a variant within that main- 
stream analysis of market power. Rather, it is 
the recent “efficient market” approach that is 
eccentric in (I) assuming that markets have sin- 
gle homogeneous products, and (2) attempting 
to reverse the likely direction of causation while 
providing little supporting evidence. 

In Chapter 5 Bowring surveys empirical evi- 
dence on the role of size, concluding that it 
supports the core-periphery distinction: “mar- 
ket power depends on both individual firm 
characteristics and on a group dynamic. They 
are equally important . . ." (p. 126). He also 
surveys the risk-return literature, to specify the 
core firms' access to higher quality flower-risk) 
returns. 

Chapter 6 presents Bowring’s new analysis 
of IRS data on profitability and firm size, cover- 
ing a sample of 154 small firms and a panel of 
all 572 firms which in 1969 had assets greater 
than $25 million. He finds that profitability does 
differ between the two groups, after filtering 
out other influences. The reliance on yearly 
fluctuations of profits to indicate risk follows 
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common practice, but the problems of that 
short-term, retrospective and debatable index 
continue to be serious. Despite that. Bowring 
does offer consistent evidence based on com- 
monly-accepted measures. 

Tlie whole effect is to give die core-periphery 
approach a firmer basis and to show how it con- 
flicts (as does other mainstream evidence) with 
some of die more dubious recent claims about 
the nature of industrial organization. Yet the 
dualism hypothesis remains very much open 
to debate. For example, the superior position 
of core firms may have been substantially 
eroded by the evident instabilities among many 
laige U.S. firms since 1970, as in steel, automo- 
biles, and oil. There is certainly much more 
work to be done in showing the depth and mar- 
gins of dualism and in drawing whatever impli- 
cations it may have. 

The writing is generally compact and bal- 
anced, and the evidence is nicely presented. 
The book is necessary reading for those inter- 
ested in the role of large firms in the modern 
economy. 

William G. Shepherd 
The University of Massachusetts 

Profits in the long run. By Dennis C. Mueller. 
Cambridge, New York and Sydney: Cam- 
bridge University Press, 1986. Pp. xii, 378. 
♦44.50. ISBN 0-521-30693-0. JEL 87-0214 
Until recently, a widely accepted view in in- 
dustrial organization was that (1) industry struc- 
ture determines the profit performance of all 
firms in an industry and (2) above normal profits 
are attributable to monopoly power arising from 
high industry concentration. This view is sup- 
ported by many structure-performance studies 
that found a direct relationship between indus- 
try concentration and profitability. Challenges 
to the traditional view have materialized from 
a reinterpretation of old results (i.e., it is argued 
that cross-section results reflect transitory high 
profits); emergence of contestable markets the- 
ory (a special case of the theory of potential 
competition); and evidence that market share 
is more important in explaining firm profits than 
is industry concentration, The new view con- 
cludes that abnormal profits cannot persist be- 
cause of contestable markets and the Schum- 
peterian dynamic competition process, and that 
high profits (presumably transitory) in concen- 


trated markets reflect efficiency of firms with 
high market share. Consequently, there is no 
basis for concern about industry structure. This 
challenge has delineated perhaps the most im- 
portant issue, from a policy perspective, in in- 
dustrial organization today. 

Mueller addresses this issue head on in a 
major empirical study. The main purpose is to 
determine whether abnormal firm profits per- 
sist in the long run and, if so, what explains 
these profits. The emphasis is on the relative 
explanatory power of firm and industry charac- 
teristics. Most previous structure-performance 
studies used industry variables in a short-run 
context. The empirical work is based on a sam- 
ple of 551 companies from the Federal Trade 
Commission s 1950 and 1972 line of business 
surveys. 

The empirical analysis proceeds along two 
fines — a firm and an industry model — to deter- 
mine whether industry structure or firm-spe- 
cific factors better explain firm profits. As the 
analysis proceeds along these two lines, the au- 
thor adds variables chapter-by-chapter. Se- 
quential addition of variables into the estimat- 
ing model is supported by theoretical models. 
Occasional use of individual company cases to 
illustrate general statistical findings is interest- 
ing and illuminating. 

Chapter 2 rejects the hypothesis that profits 
converge to a competitive level over time. The 
author concludes that the competitive process 
is operating too slowly in eroding abnormal 
profits. The effort to explain the persistence of 
abnormal profits occupies most of the remain- 
der of the book. 

Chapter 3 examines market share (power) sta- 
bility over time. High profit firms tend to have 
high market shares suggesting that high market 
share may persist over time. Analysis of the 
identity of leading firms, by industry, over time 
indicates that high market share tends to per- 
sist, like high profits. Leadership stability is 
found to be greatest in high concentration in- 
dustries and is weakened by rapid industry 
growth. 

Chapters 4 to 8 present tests for die determi- 
nants of firm profitability. Models including 
both industry and firm-specific variables have 
greater explanatory power than purely industry 
variables. Firm market share is a particularly 
important determinant of firm profitability but 
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firm advertising and patent intensity are not, 
although industry advertising and patent inten- 
sity are. Industry concentration has a negative 
effect on firm profits possibly, according to the 
author, because of increased nonprice rivalry. 
This interpretation is based on the finding that 
advertising and patent intensity, when inter- 
acted with market share, are positively related 
to profits. 

Managerial control of a firm is negatively 
(weakly) related to firm profitability. Firm 
growth is highly related to profitability but nei- 
ther firm size nor diversification are. Merger 
variables indicate no synergistic effects but a 
simple averaging effect — profits of highly profit- 
able firms are brought down by mergers while 
the opposite holds for low profit firms. Further, 
mergers tend to weaken the retention of market 
shares of merged firms. This also suggests merg- 
ers do not yield synergy and further that they 
do not drive out bad management. 

Overall, the author concludes that the com- 
petitive process does not quickly erode abnor- 
mally hifdi profits and leading firms’ market 
shares. First-mover advantages and nonprice 
competition are cited as alternatives to effi- 
ciency for explaining high shares and profits. 
This leads the author to question the general 
relevance of contestability theory and the 
Schumpeter-Calbraith hypothesis that posi- 
tions of market power will be quickly eroded. 
Consequently, an active antitrust policy toward 
mergers and industries characterized by high 
concentration and firm market shares is pro- 
posed, with more emphasis on nonprice compe- 
tition. 

Hie book has some weaknesses. Most impor- 
tantly, I do not believe it demonstrates defini- 
tively that market share yields market power 
or that high profits reflect market power rather 
than efficiency, although a highly plausible case 
is made. The negative concentration-profitabil- 
ity relationship finding is contrary to traditional 
and “revisionist” theory. Some variables are 
subject to rather serious measurement prob- 
lems, which the author acknowledges. Finally, 
the book is probably unavoidably difficult read- 
ing because of the large amount of data used 
and numerous models said hypotheses tested. 

In spite of its weaknesses, this book is ah 
important contribution to the debate over die 
existence and persistence of market power. The 


author deserves kudos for entering the debate 
with a major empirical study in contrast with 
the all too frequent studies that offer essentially 
a replication and reinterpretation of others’ 
work. I believe this book, including the appen- 
dixes detailing intertemporal industry match- 
ing, will be the basis for numerous studies as 
others pick over the ideas and data, and seek 
to refine tests of various hypotheses. 

Stephen A. Rhoades 
Federal Reserve Board 

620 Economics of Technological Chance 

RCA and the VideoDisc: The business of re- 
search. By Margaret B. W. Graham. Stud- 
ies in Economic History and Policy, The 
United States in the Twentieth Century se- 
ries. Cambridge, New York and Sydney: 
Cambridge University Press, 1986. Pp. xiv, 
258. $19.95. ISBN 0-521-3228^-0. 

JEL 87-0224 

Written in “real time” over the period 1976 
to 1986 and based largely on interviews with 
key RCA research and corporate personnel, 
Margaret Graham’s book documents the market 
failure of RCA’s VideoDisc technology. Her- 
alded by RCA for its simplicity, reliability, ease 
of use, and low-cost appeal, VideoDisc was tar- 
geted for the perceived average television 
viewer: a viewer less concerned with having a 
video player with fancy features and more inter- 
ested in simply sitting in front of the television 
and being entertained with movies, past televi- 
sion hits, sports, music, and self-instruction 
programming. At the time of VideoDisc's intro- 
duction to the consumer market in March 1961, 
RCA anticipated that a system consisting of a 
player priced at $499 and vinyl discs retailing 
at $14.98 to $24.98 would generate $7.5 billion 
in annual retail sales by 1990. Having invested 
over $200 million on the technology by the time 
of launch, RCA viewed VideoDisc as its legiti- 
mate best hope for the future. The gamble 
failed and failed miserably, however. Com- 
pared to three-year projected sales of 3 million 
players, only 550,000 players were sold. In 
April 1984, RCA discontinued production of 
VideoDisk players altogether after losing 
roughly $580 million dollars on tbe technology. 

Margaret Graham's book points to five impor- 
tant reasons why RCA roiled a pair of snake 
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eyes. In the first place, RCA seriously mis- 
judged the competitive threat from video cas- 
sette recorders (VCRs). RCA’s market research 
revealed VCRs to be theoretically superior to 
video disks. While VideoDisc users could only 
watch the programming prerecorded on the 
disks, VCRs allowed home entertainment con- 
sumers to record their own programming, reuse 
tapes, record when not at home, and watch 
one program while recording another. 

RCA’s market research indicated that Video- 
Disc would do well relative to VCRs only with 
a substantia] retail price advantage: 35 percent 
of those polled preferred VideoDisc if the RCA 
system retailed for $300 and Sony’s Betamax 
system (the strongest VCR competitor) re- 
mained at $700. Although the 35-percent pref- 
erence figure may have been valid at the over 
100- percent price differential, the price differ- 
entia] never materialized. VideoDisc prices did 
nothing but rise while VCR prices fell steadily 
for both hardware and software. Many VCRs 
now retail for under $200 and blank cassettes 
can be purchased for under $6. 

Second, RCA misplayed the rent-versus-own 
marketing approach for video discs. The compa- 
ny’s research had consistently indicated that 
home entertainment consumers preferred to 
own something rather than to rent it. RCA con- 
sequently shunned a rental strategy for discs 
and focused instead on being the sole purveyor 
of programmed discs for its VideoDisc players: 
affiliated retailers were required to carry stocks 
of discs and the company entered into agree- 
ments with video programming suppliers which 
were for sales only. 

The success of VCR rentals surprised RCA 
officials. The entry of chain outfits, such as Foto- 
mat, and thousands of individual "video bou- 
tiques” served to lower rental prices and in- 
crease the quality of program offerings available 
to home entertainment customers. Much as 
most book readers do not accumulate their own 
personal repositories when public libraries are 
located nearby, home entertainment consumers 
could avoid tape storage costs and yet retain 
low-priced access to a wide variety of entertain- 
ment option « through video rental outlets. 
Many VCR tapes could be rented for as little 
as $2 per night at the time VideoDisc was 
launched. The independent outlets also leased 
adult films. Pornographic titles accounted for 


as much as half of all revenues from video rent- 
als but were not included in RCA’s disc catalog 
because such titles violated RCA’s family-ori- 
ented product image. 

Third, the VideoDisc project lacked organiza- 
tion and direction from top management. Un- 
like the dedication and commitment that chair- 
man Tom Watson displayed towards the IBM 
360, that Edwin Land devoted to Polaroid’s 
products, that Frederick Close of Alcoa applied 
to aluminum-clad skyscrapers and aluminum 
can sheet, and that David Saraoff of RCA exhib- 
ited in the development of both black and white 
and color television technology in the 1940s 
and 1950s, Robert Sarnoff, chairman of RCA 
in the 1960s to 1970s, adopted a more hands- 
off approach to the development of VideoDisc. 
In contrast to his father, Robert rarely walked 
the corridors of the Laboratories and had to 
be persuaded by subordinates to learn more 
about the disc project and to attend key meet- 
ings reviewing the progress of the project. 

Fourth, RCA attempted to institutionalize re- 
search by recruiting primarily academically-ori- 
ented scientists for the Laboratories after World 
War II. Unlike the research veterans who rarely 
had advanced degrees and who prided them- 
selves on being inventors and on their prior 
attachments to one of RCA’s manufacturing di- 
visions, the young recruits were highly trained 
theoretically, oriented towards working on aca- 
demic problems defined by their disciplines, 
but inexperienced in business. As these theo- 
retically-inclined researchers moved into posi- 
tions of authority, the Laboratories became 
something of a corporate counterculture, domi- 
nated by people who shared little in common 
with the rest of RCA. Under the direction of 
the theoreticians, the Laboratories acquired a 
reputation of being "the country dub”: a place 
where RCA resources were squandered on ex- 
otic and/or impractical ideas. 

Finally, once the VideoDisc technology was 
first exposed to the press on March 19, 1975, 
RCA executives acquired too much of a stake 
in delivering on their public promises for the 
innovativeness of the new technology. After 
having come up short on numerous technologi- 
cal products (induding computers) in the 1960s 
and early 1970s, RCA officers came to view 
VideoDisc as their do-or-die test. Delivering 
something, anything, that would herald a re- 
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turn to ECA's innovative glory days took too 
much precedence over bottom-line analysis. As 
one executive put it: 

We announced Selects viiion I (Holotspe) and 
we didn’t deliver; we announced Selects vision 
II (Magtape) and we didn’t deliver; if we don’t 
deliver on Selects vision III (VideoDisc) it could 
be strike three and out insofar as our technical 
image is concerned, (p. 193) 

Although Margaret Graham’s book is quite 
informative regarding the reasons for Video- 
Disc’s failure, I have a few general criticisms 
about her writing style and method of analysis. 
For one, the book reads too much like the case 
study it was originally intended to be. There 
are a lot of facts and interesting stories but too 
few analytical themes. Two chapters, for exam- 
ple, are devoted to David SamofF: his friendship 
with Cuglielmo Marconi, his speeches to the 
Harvard Business School in the 1920s, and his 
attempts to win FCC-approval for RCA’s color 
television signal standard. No attention, how- 
ever, is devoted to his son and successor, Rob- 
ert SamofF — the man most directly responsible 
for the VideoDisc project. Outside of a few an- 
ecdotes, no attempt is made to analyze the dif- 
ferent characters and leadership styles of father 
and son and the possible implications of these 
differences for the failure of VideoDisc. 

The analysis of why RCA stuck with a nonre- 
cordable disc technology as opposed to switch- 
ing to VCRs is also not developed as folly as 
one would like; neither are the reasons for why 
RCA failed to adopt a rental strategy for discs 
once it began to see the success of VCR rentals. 
Graham makes a point of noting the techno- 
cratic style of the researchers RCA began to 
hire after World War II, but devotes too little 
attention to the argument that RCA’s theoreti- 
cally-oriented R&D staff may have been too 
far removed from the constraints of the business 
world during the development of VideoDisc. 
Too much time is instead spent presenting a 
maddening number of corporate organization 
charts (which are not well-integrated with the 
text), stories about which researchers came 
from what schools and corporations, and anec- 
dotes about what corporate officers were trying 
to do to with particular corporate logos. Use 
comings and goings of the logo-dog "Nipper” 
listening to the sound of his master’s voice get 


as much play as does the leadership style of 
Robert Sam off. 

The shortage of analysis cannot be faulted 
too greatly, however, given that the book was 
written without the benefit of historical per- 
spective. Margaret Graham’s interviewing and 
writing were already in progress when the fate 
of VideoDisc was still undetermined. And the 
uncertainty and constant flux of ideas and per- 
sonnel surely reflect the tumult involved in re- 
searching and getting a new product to market. 
Although it is a case study of a single instance 
of corporate R&D failure, economists and cap- 
tains of American industry may learn a great 
deal from reading Margaret Graham’s book. 

Mark A. Zupan 

University of Southern California 

The positive sum strategy: Harnessing technol- 
ogy for economic growth. Edited by Ralph 
Landau and Nathan Rosenberg. Washing- 
ton, DC: National Academy Press, 1966. Pp. 
xiv, 640. 135.00. ISBN 0-309-03630-5. 

J EL 86-0851 

This book is an attempt to set up a dialogue 
between economists and engineers for a better 
understanding of the conditions “under which 
technological innovation can be made to func- 
tion more effectively in the generation of eco- 
nomic growth.” Introduced by editors Ralph 
Landau and Nathan Rosenberg, forty-three 
highly distinguished contributors — economists, 
technologists, entrepreneurs, educators, ex- 
perts in business and in financing of innova- 
tion — address significant themes: technology 
and the dynamic of economic growth: policy, 
law, science and education as the framework 
of technological change; the economics of inno- 
vation; entrepreneurship and the management 
and financing of innovation; and technology and 
international economic competition. 

This attempt is a successful one and comes 
at just the right time. The book is, first, useful 
for engineers. It shows how die successful de- 
sign and manufacture of new products are 
tightly linked to economic variables; and bow 
successful technological innovation involves the 
fulfillment of needs “as they are expr es sed in 
the market place where considerations of costs 
and adaptation to specific needs and determina- 
tion of appropriate trade-offs between price and 
performance are likely to ho critical" (p. vH). 
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To recognize that economic forces shape the 
environment for technological innovation is a 
major step toward success in fields of sophisti- 
cated technology. 

Hiis book is also useful for economists. De- 
spite the feet that research in the past decades 
has conclusively established the critical role of 
technological change in generating long-term 
economic growth, economists have continued 
to treat the realm of technology as a “black 
box. ” By carefully listening to engineers, econo- 
mists may improve the economic analysis of 
the innovation process in considering many is- 
sues (role of firm size; varying gestation periods 
and uncertainties of the innovation process; de- 
gree of interdependency between scientific re- 
search and the development process; relation- 
ship between macroeconomic theory; technical 
change and economic growth; dynamics of com- 
petition and productivity advances; and so on). 

But beyond the dialogue it fosters between 
economists and engineers, the book is mostly 
beneficial to policy makers. As one of the au- 
thors, R. Malpas, says; “Harnessing technology 
for growth, however difficult, is essential for 
success, of a company and a nation, particularly 
in a sustained period of low growth” (p. 110). 
The authors point out the role played by gov- 
ernments in the innovative process. Govern- 
ments aid R&D efforts, and by doing so induce 
learning-by-doing in the private sector, support 
large-scale projects not feasible in the private 
sector, establish on a macroeconomic level fiscal 
and monetary policy and on a more microeco- 
nomic (or second-tier level) tax or trade priority 
policies having varying effects on the innovation 
process. Above all, the proper role of govern- 
ment seems to be the creation of a favorable 
environment “in which new ideas and new en- 
terprises are likely to flourish” (p. 535). E. 
Zschau cites four prerequisites for such an envi- 
ronment: a commitment to basic research, en- 
couragement of risk taking, an adequate supply 
of trained technical people, and ample market 
opportunities A good economic climate is the 
key to die successful integration of R&D with 
engineering, manufacturing and marketing. 

In its discussions of economic policy, this vol- 
ume re fl ect s the growing perception of the im- 
portance of national and international financial 
systems (especially the venture capital system) 
to the process of technological innovation and 
«»” - «••-> (mrw+h Af’f'nrdln-T tn f D M“rv fl r 


a general assessment of financing innovation 
through the public equity markets indicates 
that there is much less creativity in the financ- 
ing of quality growth companies than in the 
financing of other types of corporations in the 
United States. 

At a time when the United States has lost 
international competitiveness in a number of 
important industries, this book provides a good 
opportunity to rethink policies toward innova- 
tion. A real challenge is involved: a clear under- 
standing of the role of innovation and a national 
consensus are required, particularly to match 
the Japanese resolve. On this topic, the volume 
poses provocative questions like: “Does the 
American system favor equity and risk aver- 
sion?" or "Will a system designed with an in- 
creasing concern for equity work as well to pro- 
mote growth, in the light of increasingly 
competitive global markets?” 

Even if we are left with many tantalizing 
questions, this volume clearly demonstrates 
that technology is “what makes an economy a 
positive sum game.” It is a welcome step toward 
an extensive and effective collaboration be- 
tween economists and technologists, all of 
whom deal with an extraordinarily complex and 
interdependent set of relationships. But only 
through their cooperation can a better under- 
standing of the process of innovation be applied 
for the well-being of nations. 

Patrick Cohen det 
University of Strasbourg,, France 

800 Manpower; Labor; Population 

810 Manpower Training and Allocation) Labor 
Force and Supply 

Military technology and defense manpower. By 
Martin Binkin. Studies in Defense Policy 
series. Washington, DC: Brookings Institu- 
tion, 1986. Pp. xi, 143. $28.95, cloth; $10.95, 
paper. ISBN 0-8157-0978-1. JEL 87-0067 
American defense policy is founded on tech- 
nological superiority over potential adversaries. 
The Russians are deterred, it is presumed, 
more by the legions in Silicon Valley than by 
the Watch on the Rhine. Critics of this posture 
question the reliability of much of the new tech- 
nology under battlefield conditions and 
whether the United States can continue to re- 
emit «iifflp|pnt m<“n and wnm»n with «’lll« • n- 
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propriate to the era of Star Wars. While the 
reliability issue has received considerable me- 
dia attention, the recruitment problem has until 
recently been largely overlooked, in part be- 
cause the recession of 1981-82 and changes in 
the political climate dramatically increased en- 
listments. The author of this useful study argues 
that the days of ready recruitment are over and 
the nation will face much more serious prob- 
lems in meeting military manpower needs in 
the near future. 

As is appropriate for a book reviewed in these 
pages, the problem involves both demand and 
supply. Since the 1950s increasing sophistica- 
tion of weapons of war and the logistical prob- 
lems posed by weapons systems support have 
led to substantial changes in the military jobs 
roster. While changes have varied, all service 
branches now require that a larger proportion 
of recruits show aptitude for operating and re- 
pairing electronic equipment. This upgrading 
of requirements reduces the pool of acceptable 
recruits. This reflects what is happening else- 
where in society: the “skills mismatch" issue 
is not unique to the military. What is more 
important according to the author is the sub- 
stantial leap in military technology currently 
in progress. Hie changes are cataloged in the 
book; this collection will for most readers likely 
be at once impressive because of the scientific 
and engineering achievements involved and de- 
pressing because of the cataclysmic conse- 
quences should the new equipment ever be 
used. 

The implications of this technological trans- 
formation for recruitment are controversial. 
Some experts argue that the new technology 
will reduce skill requirements by transferring 
responsibilities for operation and maintenance 
from people to machines. Others claim that the 
increasing complexity of military hardware will 
be accompanied by declining reliability and in- 
creasing difficulty of maintenance. These prob- 
lems will, in turn, increase the demand for 
skilled maintenance personnel. Automatic diag- 
nostics systems provide a case in point; these 
gadgets are intended to reduce maintenance 
skills needs by using electronic sensors to iden- 
tify military systems components in need of re- 
pair. In practice, however, the automatic diag- 
nostic systems themselves have been failure- 
prone; identifying when it is the sensor and 
not the machine that is malfunctioning calls for 


exceptional skills. This, of course, creates a 
need for more of the types of personnel the 
systems were intended to replace. A case can 
!>e made that over time these problems can 
be solved, but here too the record is not encour- 
aging. On balance, the author concludes, de- 
mand for electronics skills will grow. 

On the. supply side the central fact is that 
between 1980 and 1995 the absolute number 
of 18-21 year old mates in the country will de- 
cline by 1.4 million or roughly 13 percent. 
Compared to the past, a larger proportion of 
the pool that remains will be members of minor- 
ity groups. Recruits from minority groups as 
well as women have historically scored lower 
than white males on measures of aptitude re- 
lated to electronics. Adjusting for trends in col- 
lege attendance and assuming currently 
planned recruitment requirements, the armed 
forces by 1991-95 will be absorbing 55 percent 
of all males aged 18-21 not attending college 
and likely to meet mental and moral require- 
ments for service, up. from 50 percent in 1984- 
88. But if instead projections are made on the 
basis of currently planned military capital stock 
and organizational structure and it is assumed 
that the Army raises its entry standards to those 
now required by the Air Force, the services 
will require 77 percent of the pool of young 
men that meet the revised recruitment stan- 
dards. 

Something will have to give: with existing 
levels of remuneration and no recession, the 
services will never obtain this many qualified 
recruits. Hie last two chapters of the book are 
devoted to policy options for meeting the man- 
power shortage. These fall into four categories. 
The first is to raise pay. The author does/x>t 
provide estimates of the potential cost of this 
option, although much work is available on the 
supply of military recruits. Rather, such options 
are dismissed as politically out of the question. 
The second is to undertake design changes for 
military hardware: provide simpler systems, 
improve reliability, make new systems more 
maintainable. While in principle it appears that 
opportunities exist for substantial improvement 
based on VHSIC (very high speed integrated 
circuit) technology and other innovations, his- 
tory again causes the prudent observer to be 
skeptical. The third option involves improve- 
ments in military training that will allow nse 
of recruits with lower basic aptitudes. And fi- 
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nally there are a series of management alterna- 
tives: (1) Expand the role of women (an unprom- 
ising source given recruitment experience and 
lower average sqptitude in electronics); (2) sub- 
stitute civilians (raises problems of pay compa- 
rability and wartime reliability); (3) increase re- 
tention of skilled personnel (already happening, 
but concentrated in lower-skilled ratings); and 
(4) return to conscription (might provide quan- 
tity, but quality is the problem). 

The author's conclusions are that changes in 
manpower utilization are unlikely to alleviate 
the coming shortage, that training innovations 
are promising, and that “most worthy of special 
attention” are efforts at reducing the demand 
for highly qualified people by changing sys- 
tems. This includes emphasizing simplicity, re- 
liability, and ease of maintenance in system 
evaluation. Efforts are being made in this direc- 
tion, but military preoccupation with quick 
fielding of maximum performance systems 
leaves little opportunity for serious pursuit of 
these other goals. 

This is a valuable, easy-to-read book. The 
argument is strongest on demographics and 
manpower utilization options, weakest on tech- 
nology evaluation and organization theory. Un- 
certainty about technology and organization is 
the crux of the matter: Do technological oppor- 
tunities exist that will in fact permit economiz- 
ing on human skills? Are there potential organi- 
zation changes that would lead to incorporation 
of manpower and support considerations more 
systematically in military procurement? Since 
the author does not answer these questions, 
the principal achievement of the book is to con- 
vince the reader that the problem is serious. 
This is a beneficial first step. 

Michael Wiseman 

University of California, Berkeley 

820 Luos Markets; Public Poucr 

The economics of comparable worth. By Mark 
Aldrich and RobertBuchele. Cambridge, 
MA: Harper and Row, Ballinger, 1986. Pp. 
xxiii, 180. $29.95. ISBN 0-88730-073-1. 

JEL 86-1235 

The authors of this volume cast a wide net, 
beginning with a discussion of women’s wages 
and employment opportunities in the nine- 
teenth century and earlier reform efforts, in- 


cluding some antecedents of comparable worth 
in the debate around equal pay legislation in 
the 1940s and 1950s (Ch. 1). They also discuss 
the current legal and political context in which 
comparable worth has emerged (Ch. 2), and 
they offer new empirical analyses of the likely 
future effects of comparable worth on wages, 
the quantity of employment, and the distribu- 
tion of income (Chs. 5 fit 6). 

The contribution of the book lies principally 
in its critique of current methods for determin- 
ing comparable worth wage adjustments and 
the authors’ proposed alternative (Ch. 4). Using 
the theory of compensating differentials, they 
argue that the returns to job characteristics 
should be equal across occupations. Noting that 
discrimination may currently contribute to un- 
equal returns between male and female domi- 
nated occupations, the authors develop their 
own "economists’ model" of a comparable worth 
policy which would equalize these returns. 
They then juxtapose their model with a stylized 
version of an "advocates’ model,” and contrast 
the results in terms of their potential impact 
on wages, employment, and income distribu- 
tion. They suggest that although the advocates’ 
version of comparable worth has faults, the 
economists’ version would provide a reasonable 
remedy for a limited labor market problem — 
low wages due to sex segregation. Moreover, 
they find that comparable worth wage adjust- 
ments would tend to favor the lower end of 
the income distribution, and benefit black 
women relatively more than white women — 
hence it is not solely a white middle class wom- 
an’s issue, as its opponents often claim. Aldrich 
and Buchele also find that if comparable worth 
increased women’s wages in women’s jobs by 
10.0 percent, employment losses would be on 
the order of 3.5 percent, resulting in a net in- 
crease of wage income for women. 

In developing their own model, Aldrich and 
Buchele modify a method proposed in the 1981 
Nations) Academy of Sciences report by Trei- 
man and Hartmann C Women , Work and Wages: 
Equal Fay for Jobs of Equal Value, Washing- 
ton, DC; National Academy Press). Using a na- 
tional data set, approximately 3300 men and 
women in their late 20s and 30s from the 1980 
National Longitudinal Survey and variables 
from the Dictionary of Occupational Titles to 
proxy a job evaluation plan, Aldrich and Bu- 
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chele regress occupational wage rates against 
die job evaluation scores. They also add human 
capital variables, and controls for region and 
industry (to more closely mimic the experience 
of a firm, the context in which comparable 
worth is usually implemented). As in the Na- 
tional Academy of Sciences report, their model 
corrects for the bias of market wages by adding 
a variable for percent female of the occupation, 
but they also add interaction terms of percent 
female with all the other variables (to allow for 
the possibility that comparable worth type dis- 
crimination varies between more and less 
skilled jobs, for example). Adding the interac- 
tion terms is an improvement over the Academy 
proposal (and they find that without the interac- 
tion terms, discrimination is underestimated). 
However they overstate the extent to which 
their methods differ significantly from those 
used in the Academy report. 

Two features of their proposed method are 
unique, however. First, they argue that sepa- 
rate equations for occupational wage rates 
should be estimated for male and female work- 
ers (that is, one equation is estimated using 
average male wages across all occupations, and 
a second is estimated using average femgle 
wages). Second, they suggest that in calculating 
comparable worth wage adjustments, the cur- 
rent practice of substituting values of the inde- 
pendent variables for female-dominated occu- 
pations into the male equation should be 
changed. They argue that the constant term 
(which they find to be important in many com- 
parable worth applications) contains unknown 
components that contribute to the wage gap, 
but are not necessarily discriminatory. They 
propose to substitute the male coefficients into 
the female equation, thus leaving untouched 
the difference in intercepts. Their reasoning 
here can be objected to on the grounds that 
only those variables which are uncorrelated 
with the existing explanatory variables but cor- 
related with sex will significantly affect die con- 
stant term. Such “magic bullets” have been 
searched for by those opposed to remedies for 
discrimination (which they believe nonexistent) 
for over two decades and have not yet been 
found. The constant term don reflect gender 
differences, even If we do not know why they 
arise. In fairness, Aldrich and Buchele always 
present two estimates, an upper bound esti- 


mate for the effects of discrimination, which 
includes the constant term, and a lower-bound 
estimate which does not. 

Their reasoning in support of regressing occu- 
pational wage rates separately for men and 
women is difficult to follow and in the end their 
method has biazarre results: men in women’s 
occupations often wind up with bigger compara- 
ble worth wage adjustments than women in die 
same occupations, even though men are already 
better paid in those occupations than women 
are. This result occurs because percent female 
explains less of the variation in female wages 
than it does in male wages. They support their 
method by arguing that using one equation 
would conflate the effects of be tween-occupa- 
tional wage differences with wi thin-occupa- 
tional wage differences; they believe compara- 
ble worth should correct for wily the between- 
occupation differences, which they believe are 
small. Yet surely comparable worth advocates 
are not interested in preserving as best they 
can the within-occupatkm discrimination. In 
their effort to be distinct in what they are mea- 
suring, Aldrich and Buchele propose an alterna- 
tive that has little policy appeal or relevance. 

In the end their economists' model results 
in adjustments similar to those from the advo- 
cates’ model (especially since they seem to sug- 
gest that the upper bound estimates are the 
more reasonable); a consensus seems to be 
emerging that comparable worth wage adjust- 
ments will increase women’s wages on the order 
of 10-20 percent. 

The book makes its most significant contribu- 
tion in its last two substantive chapters that 
detail the distributional and employment ef- 
fects. To our knowledge, Aldrich and Buchele 
are the first to have estimated the differential 
effects of plausible comparable worth wage ad- 
justments by occupational category and demo- 
graphic groups (black and white women and 
men). Theirs are also the first empirical esti- 
mates of likely wage gains and employment 
losses (again by broad occupational groups) on 
an economy-wide basis. Although it is impor- 
tant to remember that these empirical results 
are not based on wage adjustments that have 
actually occurred in a number of workplaces, 
but rather on an economists' model that has 
never been implemented (using a national data 
set and a hypothetical job evaluation plan baaed 
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on the DOT), the estimates do provide some 
very general guidance in an often uninformed 
debate. 

On the whole the book succeeds in providing 
a balanced view of comparable worth and treat- 
ing it with more economic rigor than many 
have. Yet because of its emphasis on minor or 
misguided technical embellishments it is un- 
likely to shape the comparable worth discussion 
in a significant way. Moreover, the book reads 
as though it started out as a technical mono- 
graph to which material of a more general na- 
ture was added while some of the technical de- 
tails were suppressed. As such it may satisfy 
neither the technicians, who will have to work 
hard to figure out what the authors actually 
did in their empirical analysis, nor those want- 
ing a comprehensive overview. Those doing se- 
rious research on comparable worth will find 
that it is not a substitute for — or an adequate 
summary of— the existing broader literature, 
yet will probably want to pay attention to the 
authors’ specific findings. 

Heidi I. Hartmann 
National Research Council 

Suzanne Donovan 

Columbia University 

Unemployment benefits and unemployment du- 
ration: A study of men in the United Kingdom 
in the 1970s. By A. B. Atkinson and John 
Mickeewricht. London: London School of 
Economics and Political Science, Suntory- 
Toyota International Centre for Economics 
and Related Disciplines, 1985. Pp. vii, 282. 
£10.00, paper. ISBN 0-85328-098-3. 

JEL 87-0277 

The effect of unemployment benefits on un- 
employment duration has been the focus of ex- 
tensive empirical investigation over the decade 
following the study by Ronald Ehrenberg and 
Ronald Oaxaca (1976), The view that unemploy- 
ment insurance increases unemployment is 
widely held; the empirical issue is one of mea- 
surement. What do the data show? The objec- 
tive of this careful book is to bring to light the 
complexities of the unemployment benefit sys- 
tem in the UK, the diversity of individual cir- 
cumstances under die system, and the difficulty 
of analyzing its effects. In particular, Tony At- 
kinson and John Mkddewright study the sensi- 
tivity of findings on the relation between bene- 


fits and unemployment spell durations to the 
assumptions and decisions necessary to solve 
ambiguities of data and definition. They con- 
sider previous studies and present findings from 
their own analysis of a sample of 1231 men aged 
16-64 drawn from the 1972-77 Family Expen- 
diture Survey (FES). They also study the ade- 
quacy of the system in providing income sup- 
port, noting that this, the “benefit” side of the 
system, has not been given the attention it de- 
serves relative to the “cost” or disincentive side. 

Following an introductory chapter, Chapter 
2 sets out the institutional background of the 
unemployment benefit system in place in the 
UK in the 1970s. A brief sketch of the historical 
origins of the system is provided. This is fol- 
lowed by a detailed description of the eligibility 
requirements and major features of the three 
basic programs that comprised the system: the 
flat rate National Insurance benefit (NI), the 
Earnings Related Supplement (ERS, now de- 
funct), and the means-tested Supplemental 
Benefit (SB). The many factors affecting the 
level of benefits actually received by an individ- 
ual are discussed in detail. Many of these, the 
authors argue, are neglected in policy analyses 
and debate — including personal choice of 
whether and when an individual registers as 
unemployed and whether or not an application 
is filed for means-tested benefits. The authors 
also stress that the structure of the benefit sys- 
tem is such that benefit levels will vary signifi- 
cantly over the duration of a spell for most indi- 
viduals so that use of a constant benefit amount 
for the duration of a spell is inappropriate. This 
point is important, as approximating a time- 
varying explanatory variable by a constant in 
duration models can lead to substantial bias. 

Chapter 3 is devoted to a detailed comparison 
of several survey data sets in the UK. 

In Chapter 4, both official statistics for the 
UK and the FES data are used to determine 
the extent to which benefits individuals actually 
received were different from the maximum ben- 
efits for which they were eligible. Some surpris- 
ing statistics are presented. For example, in 
any given year from 1973 to 1979, less than 
sixty percent of men unemployed less than one 
year in the UK received the basic NI benefit. 
Hie reason for this low proportion, the authors 
report, is “linked spell exhaustion” of benefits — 
spells separated by less than thirteen weeks of 
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continuous employment are considered a single 
spell in determining eligibility. The authors also 
report that more than one fifth of all individuals 
eligible for the means-tested SB did not claim 
this benefit in the 1970s. 

Hie next three chapters are devoted to “re- 
placement rates.” A variety of definitions for 
the replacement rate and the appropriateness 
of each for different purposes are the subject 
of Chapter 5. Chapter 6 provides a discussion 
of the difficulties involved in calculating some 
of these measures and then presents the au- 
thors' calculations of benefits and replacement 
rates for the FES sample under different sets 
of assumptions. In Chapter 7 the authors con- 
front the view that the income maintenance 
system provides a high level of support. In 
terms of the adequacy of benefit levels, the 
authors report that between one in six and one 
in eight workers in their total sample of 1231 
for the 1972-77 period had total unemployment 
incomes below ninety-five percent of a UK stan- 
dard (the SB scale). The calculated replacement 
rates exhibit wide variation due to variation in 
the construction of measures of income. Chap- 
ters 8 and 9 turn to the effects of unemployment 
benefits on spell durations. The first of these 
two chapters focuses on the hazard rate studies 
of Tony Lancaster (1979) and Steve Nickeli 
(1979). Differences across the two studies in 
implementing essentially the same statistical 
model (e.g., populations sampled, replacement 
rate definitions, and income measures) are dis- 
cussed in detail, along with differences in re- 
sults. Atkinson and Micklewright stress that 
most coefficients in both studies are imprecisely 
determined (a characteristic of many studies in 
this field) and argue that only under unrealistic 
values for the replacement rate are the benefit 
elasticities implied by the two studies close. 

Chapter 9 presents the results from the au- 
thors' own hazard rate study based on the FES. 
They carry out a number of experiments to de- 
termine the robustness of the estimated re- 
placement rate effect — so many experiments 
that keeping track of exactly what they are doing 
poses quite a task. Alternative benefit mea- 
sures, different subsamples over time, alterna- 
tive definitions of the replacement ratio, and 
different specifications of remaining regressors 
are all considered. The findings? The replace- 
ment rate coefficient estimates are generally im- 


precise and there is wide variation in the benefit 
elasticities implied across the different specifi- 
cations. The authors succeed in demonstrating 
that any size effect within a large range may 
be said to be supported by the data. In this 
sense the conclusion of the book is negative: 
The weight of the evidence is that the evidence 
is not weighty. 

Much of what Atkinson and M k-ldewright dis- 
cuss in the book is treated more briefly in Atkin- 
son et al. (1984). Many economists will be sated 
by that article. Specialists will want foil discus- 
sion and all the gory details (too often not avail- 
able). Here they are. 

Nicholas M. Kiefer 

Cornell University 
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Unemployment, search and labour supply. Ed- 
ited by Richard Blundell and Ian 
Walker. Cambridge, New York and Sydney: 
Cambridge University Press, 1986, Pp. xi, 
339. $44.50. ISBN 0-521-32027-^5. 
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This book contains sixteen papers selected 
from those presented at a conference held at 
the University of Manchester in July, 1984. The 
first eight chapters are on unemployment and 
search behavior with the remaining chapters 
on labor supply. Most of the contributions are 
empirical with emphasis cm policy issues. Thus, 
four of the six empirical papers on unemploy- 
ment and search behavior study the impact of 
government programs on unemployment, three 
papers on labor supply analyze die impact of 
taxes, while another measures the incentive ef- 
fects of disability insurance. 

An interesting feature of die volume b the 
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wide array of data analyzed by the authors. Pa- 
pers in the volume analyze both individual and 
aggregate time series data for several countries 
(Britain, France, Denmark and the United 
States). In addition, new sources of data are 
introduced. Heather Joshi, for example, intro- 
duces a new source of British female employ- 
ment data, the Women and Employment Sur- 
vey of 1980; C. V. Brown et id. report on an 
on-going research project, Hie Treasury 
Taxation Project, that gathered detailed infor- 
mation on individual payment schemes in Brit- 
ain. Brown and his associates plan to use this 
information to provide complete and accurate 
descriptions of individual budget constraints in 
order to calibrate the extent of the bias in labor 
supply estimates generated by standard (crude 
but easily calculated) approximations of individ- 
ual budget constraints (e.g., workers face a sin- 
gle wage for all hours of work). Upon comple- 
tion, this project could make a significant 
contribution to our knowledge of labor supply 
behavior. 

Another useful feature of the contributions 
is that, in accordance with the policy emphasis, 
several studies use simulation techniques to 
augment their estimates. A notable example is 
die paper by Richard Blundell et al., "A Labor 
Supply Model for the Simulation of Tax and 
Benefit Reforms," which is a nice blend of sta- 
tistical estimation and policy analysis. The au- 
thors present a simulation algorithm for incor- 
porating labor supply responses to evaluate tax 
reforms. They demonstrate the usefulness of 
the simulation procedure for tax analysis by four 
illustrative tax reform experiments. Analysts 
frequently simulate their estimated model to 
investigate policy effects. What makes the pa- 
per unique (or at least unusual) is that the au- 
thors perform diagnostic tests of the estimated 
model prior to the simulation experiments. 
Without this prior analysis to provide evidence 
that the model adequately describes observed 
behavior (at least in some measure), a simula- 
tion study is always open to the criticism that 
the results obtained are only due to the imposi- 
tion of an arbitrary model structure onto the 
date. The application of the specification tests 
by Blundell et al. is also interesting because it 
illustrates that requiring a model to pass several 
tests is a difficult standard to achieve: Their 
prefe r red nfodel, while dominating simple al- 


ternatives, foils two of the four specification 
tests. It is disappointing that the authors do 
not comment on the implied model failure. 

The gem of the volume, “On the Specification 
of Labour Supply Functions,” is by Nicholas 
Stem. While not an empirical application, this 
paper will become a standard reference for em- 
pirical labor economists. In the first half of the 
paper, Stem develops and motivates eight 
criteria for selecting an empirical labor supply 
specification. Among Stem's criteria are: (1) 
consistency with utility maximization, (2) con- 
venience in estimation, (4) ease of use in applied 
policy problems, and (8) flexibility in possible 
response of labor supply to changes in the wage. 
Thus, Stem’s criteria are sufficiently broad to 
be useful for a wide range of applications. 

Also useful is Stem's lucid discussion of the 
relationships among the labor supply function 
and the direct and indirect utility functions. 
Using duality concepts, in the second half of 
the paper. Stem fully characterizes the proper- 
ties of twelve labor supply functional forms. 
This encyclopedic and clear discussion of the 
implied behavioral restrictions for all commonly 
used (and some not-so-common) labor supply 
specifications makes a real contribution to the 
labor supply literature. Diagrams are included 
of alternative parameter restrictions for most 
functional forms to help clarify the implied be- 
havioral responses. For reference, in an appen- 
dix, each functional form has its own summary 
table. Anyone teaching a graduate course on 
labor supply will want to include Stem’s paper 
on the reading list. 

The papers in the volume are topical and 
the distinguished list of contributors will catch 
the attention of many. However, the book’s use- 
fulness is significantly undermined by poor and 
uneven editing. For example, data sources are 
not uniformly reported; three papers have data 
appendices while in another die data source is 
never reported. The unevenness extends to the 
presentation of the empirical results; e.g., in 
two papers, die authors discuss only one equa- 
tion of multiequation systems, while in another 
supplemental estimates are reported in an ap- 
pendix. Unfortunately, die unreported esti- 
mates are central to the analysis. A prime exam- 
ple is Joshi’s paper which lists as one of its 
contributions a new method to impute women’s 
earnings potential. She presents estimates of 
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the earnings equation without standard errors 
(or /-statistics) or other diagnostic information 
and refers die reader to a working paper for a 
feller discussion. A simple presentation of the 
estimates does not provide the reader sufficient 
information to assess her stated contribution. 
Unfortunately, the Joshi example is not an iso- 
lated case. Many of the papers are not self-con- 
tained and, without access to the companion 
papers, it is impossible for the reader to assess 
many of the empirical findings. In a volume 
of primarily empirical papers, this is a major 
shortcoming. 

The volume contains papers which are useful, 
some that expose the reader to several alterna- 
tive sources of data and others that clarify im- 
portant ideas. Unfortunately, too much of the 
important information was lost in the transition 
from the conference to the publisher. 

James R. Walker 
University of Wisconsin and NORC 

Inventing retirement: The development of occu- 
pational pensions in Britain. By Leslie 
Hannah. Cambridge, New York and Sydney: 
Cambridge University Press, 1986. Pp. xi, 
201. $39.50. ISBN 0-621-30361-3. 

JEL 87-0286 

Retirement is a common feature of modern 
twentieth century industrial societies. The spe- 
cific institutional arrangements that enable indi- 
viduals to fend a period of leisure at the end 
of life are not. But as this interesting little book 
on the development of occupational pensions 
in Britain shows, the public policy issues sur- 
rounding the development of an integrated re- 
tirement system are remarkably similar. 

The first part of the book details the growth 
of occupational pensions and their eventual in- 
tegration with the compulsory publicly financed 
system. The authors theme is that the modern 
British occupational pension system was the 
product of three forces: the demand by individ- 
uals for a mechanism through which to save 
for retirement; a collective political demand for 
lublk: provision of adequate income for all older 
seople; and the evolving nature of the employ- 
ment relationship in large bureaucratic enter- 
irises. 

As is true in the United States, occupational 
tensions in Britain offered individuals a means 
of reducing tax liabilities both by shielding in- 


terest from taxation and by reducing the effec- 
tive progressivity of fee income tax by smooth- 
ing the receipt of life-cycle income. Hie author 
argues that fee increasing progressivity of Brit- 
ain’s income tax after World War II spurred 
on individual demand for pensions. The result- 
ing public policy debate between efficiency — 
double taxation on savings — and preserving the 
tax system's progressivity will be familiar to 
American readers. 

The political pressure to increase the eco- 
nomic well-being erf fee aged resulted in a pub- 
licly financed system of old age benefits partly 
based on contributions but with a large transfer 
component. The main feature of this system 
which makes it quite different (rum ours is feat 
firms can opt out of fee public plan if their 
plan provides certain minimum benefits. The 
issues surrounding fee public scheme’s funding 
and the debate over the merits of pay-as-you- 
go financing will also be familiar to American 
audiences. Less familiar is the debate over fee 
degree that public fends should explicitly be 
used to subsidize private plans in order to en- 
courage them to match the publicly financed 
scheme’s protection against inflation. 

Large bureaucratic enterprises, which the au- 
thor argues are internal labor markets com- 
pletely separate from the competitive spot labor 
market, provide the final source of demand for 
occupational pensions. The author rightly 
stresses that this demand is based on the real 
productivity gains sued) compensation schemes 
generate. 

Defined benefit pensions not only defer com- 
pensation but make the receipt of benefits con- 
tingent on specific future behavior. Hence 
these plans reduce turnover at younger ages, 
induce retirement at older ages, and enforce 
discipline throughout tenure with the firm. The 
matching of a firm’s needs to those of its workers 
is achieved by offering lifetime compensation 
schemes whose benefits are most appealing to 
a select part of the work force — kmg stayers — 
whose planned labor force participation behav- 
ior is most attuned to the compensation package 
offered by fee firm. Once these workers are 
employed they face systematic losses in lifetime 
compensation if they vary from their planned 
work path. 

this is an important aspect of defined benefit 
plans and provides an extremely useful insf|fet 
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into the role such pensions piay in labor supply 
decisions. Unfortunately, the author almost to- 
tally ignores the last decade of literature on 
the neoclassical theory of pensions which links 
this form of “internal” compensation to the out- 
side labor market. One of Hie clearest discus- 
sions of this implicit contract view of pensions 
and its implications for public policy is found 
in Ippolito (1986). Those interested in pension 
policy issues are well advised to read that book 
in conjunction with this one. 

A closer consideration of the implicit contract 
literature and its emphasis on lifetime behavior 
would have been particularly useful in the sec- 
ond part of the book which discusses current 
pension policy in Britain. As is the case in the 
United States, most private pensions are de- 
fined benefit plans that link benefits to final 
wage earnings. The author recognizes that such 
plans penalize those who leave the firm early 
because, even if they are vested, their future 
benefit will be based on the last year worked. 
In such plans even modest inflation rates will 
substantially reduce the pension's real value at 
retirement. 

Do workers recognize this as part of the im- 
plicit pension contract and make decisions ac- 
cordingly? If so, to what degree should public 
policy intervene to reduce this penalty? The 
treatment of these questions, which British 
public policy is now struggling to answer, would 
have been greatly enhanced by developing 
them within a life-cycle framework. 

The same can be said with respect to the 
exposition of the effects of the pension system 
on retirement age. The importance of replace- 
ment rates and mandatory retirement rules on 
retirement decisions is recognized. However, 
there is no discussion of how changes in the 
accrual value of pensions can influence the opti- 
mal age of retirement. 

For instance Britain, unlike the United 
States, continues to allow firms to establish a 
mandatory retirement age. In the United States 
the present discounted value of most private 
pensions and certainly social security fells after 
age 65. Hence Hie removal of mandatory retire- 
ment rules at age 65 appears to have had very 
little effect on labor supply. A sensitivity to this 
aspect of pensions would enable the reader to 
judge the actual importance of mandatory re- 
tirement rules in Britain. 


Despite these criticisms this book offers those 
interested in pension policy in this country a 
detailed picture of the development of an alter- 
native system. The British system and its ac- 
companying problems, well documented in this 
book, should give pause to those who believe 
a greater reliance on private pensions necessar- 
ily yields better retirement policy outcomes. 

Richard V. Burk hauseb 
Vanderbilt University 
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910 Welfare, Health, and Education 

Fighting poverty: What works and what 
doesn’t. Edited by Sheldon H. Danzigek 
and Daniel H. Weinberg. Cambridge, MA 
and London: Harvard University Press, 1986. 
Pp. viii, 418. $27.50. ISBN 0-674-30085-8. 

JEL 86-1267 

This is a large volume of 14 not previously 
published papers and an introduction first pre- 
sented at a conference held in December 1984. 
The purpose iff the book and the conference 
is to summarize what we have learned from 
20 years of actively fighting poverty in the 
United States, or as the subtitle of the volume 
attests: "What works and what doesn’t.” The 
papers are both voluminous and informative. 
While a great deal of the material presented 
could be culled from the earlier works of several 
of these authors, there is both fresh material 
and careful interpretive insight. Few edited 
volumes have papers that fit together as well 
as these do. As such, it will serve students in 
masters and graduate level courses in econom- 
ics, public policy and social work as a useful 
complementary text. As a general reference 
work, there has been little useful material ever 
written about the War on Poverty that is not 
cited, summarized in the papers, and listed in 
the 38 page bibliography near the end of the 
book. The editors and authors are to be praised 
for the breadth and depth of their contributions. 
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Chapters 1, 14 and 15 present the volume 
synthesis, rapporteur’s summary, and agenda 
for future research, respectively. They are use- 
ful as such, bringing together general themes 
of the 320 other pages in Chapters 2-13. The 
bottom line of the volume is that the current 
system of social policy is not so defective as 
its major critics, e.g., Charles Murray (1984), 
have argued. To be sure, to argue that “every- 
thing works’’ is no more appropriate than to 
claim “nothing works." As suggested by Cary 
Burtless (Ch. 2) and reiterated by the editors 
in Chapter 1, "nothing works miracles" is a 
more realistic claim for government antipoverty 
policy. To see what does and does not work is 
the challenge to the remaining substantive pa- 
pers. 

Chapters 2, 3 and 4 provide a thorough quan- 
titative history and evaluation of the major pro- 
grams and policies used to fight poverty from 
1965-1985. These chapters — on public spend- 
ing by Gary Burtless (Ch. 2); on a cost-benefit 
analysis of anti-poverty policy by Sheldon Dan- 
ziger, Robert Haveman and Robert Plotniek 
(Ch. 3); and on welfare policy by David Ellwood 
and Lawrence Summers (Ch. 4) — provide a re- 
view of policy instruments and their effective- 
ness in reducing measured poverty. As the edi- 
tors claim, some programs have worked (e.g., 
income transfers for the elderly and the dis- 
abled) and others have not (e.g., attempts to 
increase self-sufficiency through earnings for 
the able bodied poor). The evaluations are gen- 
erally even-handed and informative. For in- 
stance, Ellwood and Summers’ summary evalu- 
ation of the Aid to Families with Dependent 
Children (AFDC) program argues convincingly 
that AFDC does not disrupt the family, increase 
illegitimacy or dissolve marriages, but that a 
minor number of recipients tend to remain on 
the program for a long period of time. Yet mis- 
takes can be made, even among this distin- 
guished group. These same authors seem to 
misinterpret the relationship between recent 
changes in median income and poverty by ig- 
noring recent changes in income inequality. 
Hence the papers should be read carefully. 

The next set of contributions: Chapter 5 on 
health care policy, by Paul Starr; Chapter 6 
on job creation and training programs, by Lau- 
rie Bassi and Orley Ashenfelter; and Chapter 
7 on education and training by Nathan Glazer 


(with a published comment by Christopher 
jencks) review our experiences in the area of 
human resources. The good news here is that 
Medicaid and related health care and nutrition 
programs increased access to medical care by 
the poor; the bad news is that cutbacks in Med- 
icaid outlays and lack of Medicaid coverage for 
most persons in two parent families has begun 
to erode the gains in health brought about by 
Medicaid. Perhaps the two most glum chapters 
are the balanced evaluations of education, train- 
ing and job creation. If the War on Poverty 
was largely an attempt to put the poor to work, 
to increase their marketable skills via education 
and training and to create jobs for them, leading 
to long-term self-sufficiency as many (e.g.; 
Haveman 1977) have argued, herein lies its 
greatest failure. Yes, some programs worked 
some of the time for some people, and, as the 
editors suggest, outlays were insufficient to 
meet needs. However, if this is the key battle 
to be fought in the continuing war, we do not 
really yet know how to win it. 

Chapter 8 by Rebecca Blank and Alan Blinder 
deals with the effects of the macraeconomy on 
poverty and points to the rising number of long- 
term and cyclically unemployed who are in- 
creasingly concentrated near or below the pov- 
erty line. The problem of direct income and 
payroll tax liability for the working poor is dis- 
cussed in detail. Before the recent 1986 income 
tax reform bill was passed, a two parent family 
with two dependents and $10,000 in annual 
earned income paid more in federal income and 
payroll taxes than the face value of Food Stamps 
for which they were eligible (Smeeding 1987)1 
If the family was ineligible for Medicaid and 
not living in public bousing, two virtual certain- 
ties for this type of family in the early 1980s, 
the net effect of government programs of these 
working poor was to reduce their incomes. The 
1986 tax reform bill was probably the most ef- 
fective anti poverty bill passed under the 
Reagan Administration, because it remedied 
just this problem. 

The next two chapters, by Mary Joe Bane 
(Ch. 9), and by William J. Wilson and Kathryn 
Neckerman (Ch. 10), deal with the issue of de- 
mographic change and poverty. In her usual 
djrect and careful manner, Bane suggests that 
the feminization of poverty is more a reshuffling 
of poverty from poor two-parent to poor one- 



1366 Journal of Economic Literature, Vol. XXV ( September 1987) 


parent households than it is a case of divorce 
and abandonment. Also she points to the in- 
creased concentration of elderly poverty among 
single older widows. Wilson and Neckerman 
argue that family breakup, especially in black 
families, is much more the result of black male 
joblessness than of the welfare system. To- 
gether these papers suggest that the black pov- 
erty dilemma is much more pernicious than 
the teenage pregnancy problem which the pop- 
ular media chooses to emphasize. Chapter 12 
on civil rights by Charles and Dona Hamilton 
underlines this conclusion. 

In a very interesting chapter by Michael So- 
sin (Ch. 11) and comment by Lawrence Mead, 
welfare rights are debated. Sosin argues that 
the legal and social movements of the 1960s 
and 1970s that helped establish the rights of 
the poor to public aid were largely eroded by 
the bureaucratic rigidity and enforcement rules 
brought about under the Reagan administra- 
tion. Mead argues that these rules and regula- 
tions were necessary to establish social obliga- 
tions of work and child support upon the poor. 
While the increased enforcement of child sup- 
port regulations on absent fathers is to be 
cheered, the reviewer would argue that the ma- 
jority of the increased red tape was simply a 
result of the Reagan Office of Management and 
Budget’s zeal to save money. In any case, both 
Sosin and Mead would, I think, agree that the 
system erf aid to the poor has become less re- 
sponsive and more rigid in recent years. 

Hie final substantive chapter, by Hugh Heclo 
(Ch. 13), should be must reading for all econo- 
mists interested in helping the poor. Here 
Heclo argues convincingly that the political 
constraints to doing something for the poor are 
so large at present that one needs to hide anti- 
poverty programs in a larger social agenda. 
Hence the income tax reform erf the 1980s 
helped the poor even though increased eco- 


nomic efficiency, tax simplification and lower 
marginal tax rates (mainly for the well-to-do) 
were its main calling cards; Food Stamps are 
consistently backed by the farm states despite 
the fact that the program has virtually no effect 
in generating higher food purchases among its 
recipients, etc. Faced with this political reality 
and a large budget deficit, it is hard to see 
how during the next few years the United States 
will be able to generate the $5.0 billion or so 
that it takes to set a national minimum AFDC 
benefit, or even to target a less costly but 
equally effective antipoverty measure such as 
a Social Security/Supplemental Security In- 
come benefit increase for elderly widows. On 
an even more gloomy note, it appears that it 
will be difficult to generate the jobs necessary 
to permanently reduce poverty as unemploy- 
ment remains stuck at the seven percent level, 
four years into the recovery from the 1982 re- 
cession. 

Perhaps, as suggested by Alfred J. Kahn of 
Columbia University at the close of the confer- 
ence upon which the book is based, it is now 
a “seed time” — a time for the antipoverty warri- 
ors to regather their forces and wait for a more 
favorable political climate. If so, they would 
be wise to begin to build their programs on 
the solid foundation laid by this volume. 

Timothy M. Smeeding 
University of Utah 
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000 General Economics; Theory; 
History; Systems 

010 General Economics 

Block, Walter. On economics and the Canadian 
bishops. Focus series, no. 3. Vancouver: Fraser 
Institute, 1983. Pp. 76. Paper. ISBN 0-88975-057- 
2. JEL 87-0642 

Critique of the recent statement entitled "Ethi- 
cal Reflections on the Economic Crisis" prepared 
by the bishops of the Social Aflairs Commission 
of the Canadian Conference of Catholic Bishops. 
Purpose is to promote an ongoing dialogue on eco- 
nomic questions from a religious and moral per- 
spective. Discusses the principles of preferential 
option for the oppressed and priority of labor over 
capital upon which the report is based and high- 
lights difficulties associated with them. Criticizes 
the strategies proposed in the report regarding cur- 
ing unemployment rather than inflation, the indus- 
trial strategy of low technology and high labor in- 
tensity, wage and price controls, welfare, and the 
role of labor unions. Reflects on report issues 
related to social Darwinism, profit, income distri- 
bution, business concentration, seif-iuffidency, 
automation, job retraining, and North-South 
discrepancies. Examines overlooked issues of rele- 
vance for unemployment and the economic crisis 
including the effects of the Minimum Wage Law, 
corporate-state capitalism, and labor mobility. 
Lists suggested readings. Block is Senior Econo- 
mist with the Fraser Institute and Director of the 
Centre for the Study of Economics and Religion, 
Vancouver, No index. 

Block, Walter. The U S. bishops and their critics: 
An economic and ethical perspective. Vancouver, 
British Columbia: Fraser Institute, 1966. Pp. ix, 
127. 95.00, paper. ISBN 0-88975-085-8. 

JEL 87-0643 


A critical response to the Catholic Bishops' Pasto- 
ral Letter. Part 1 addresses its philosophical basis 
and points to fallacies and inconsistencies in the 
treatment of economic rights and liberties. Part 2 
is devoted to the economic policy content of the 
Letter and critiques its advocacy of policies in the 
area of employment, poverty, economic collabora- 
tions, and international economics. An appendix 
discusses certain positive elements of the Bishops’ 
Pastoral Letter. Block is Senior Economist and Di- 
rector of the Centre for the Study of Economics 
and Religion at the Fraser Institute. Bibliography; 
no index. 

Block, Walter and Hexham, Irving, eds. Religion. 
economics and social thought- Vancouver, British 
Columbia: Fraser Institute, 1986. Pp. xxii, 573. 
Paper. ISBN 0-88975-076-9. JEL 87-0644 

Twelve papers with comments, discussions, or 
replies presented at an International Symposium 
on Religion, Economics, and Social Thought in 
Vancouver, British Columbia, in August 1982. The 
Roman Catholic view is presented in a discussion 
of classical social doctrine in the Roman Catholic 
church and recent Roman Catholic teaching — a 
shift to the left. Christian social thought is reviewed 
in essays discussing Christian political economy 
from Malthus to Margaret Thatcher and clerical 
laissez faire. The essays on Christian Socialism ex- 
amine the legacy of the Christian Socialist move- 
ment in England and religious commitment and 
political judgment. Other papers discuss Christian 
social thought in the Dutch neo- Calvinist tradition, 
minority themes, and the World Council of 
Churches and social and economic issues. Judaic 
social thought is examined from the perspective 
of Judaism's historical response to economic, social, 
and political systems and Judaism and the market 
mechanism. The last part is devoted to Islamic 
social thought. An overview of the papers is also 
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pretented. The contributors are mainly theolo- 
gians, religious philosophers, and economists. 
Block is Director, Centre for the Study of Econom- 
ics and Religion and Senior Economist at the Fra- 
ser Institute. Hexham is a Professor in the Deport- 
ment of Religious Studies, University of Calgary, 
Alberta. Index. 

HEiLBHnNF.R, Robert L. and Galbraith, James K. 
The economic problem. Revised eighth edition. 
Englewood Cliffs, N.J.: Prentice-Hall, [1968 
. . .1984] 1987. Pp. xix, 737. ISBN 0-13-233081-4. 

JEL 87-0645 

The major difference in this edition is replace- 
ment of Lester Thurow by James Galbraith as co- 
author. [See JEL no. 84-0304 for annotation of the 
seventh edition.] Significant changes include an 
expanded international focus, introduced in part 
one, which examines the question of America in 
the world economy. This focus continues in parts 
3 and 4, dealing with macro- and microeconomics. 
Other features include added material on why 
economists disagree, a new approach to the deficit 
and monetary issues, and new consideration of wet- 
fore, poverty, and regulation in the micro section. 
Chapters include a summary of key concepts, an 
economic vocabulary, and questions, as well as a 
preview as an introduction. Heilbroner is the Nor- 
man Thomas Professor at the New School for Social 
Research in New York City. Galbraith is an Associ- 
ate Professor at the Lyndon B. Johnson School of 
Public Affairs, University of Texas. Glossary; index. 

Klay, Robin Kendrick. Counting the cost: The eco- 
nomics of Christian stewardship. Grand Rapids, 
Mich.: Eerdmans, 1986. Pp. vii, 187. $9.95, paper. 
ISBN 9-8028-0171-4. JEL 87-0646 

Describes the tools of economic analysis and ex- 
plains how they can be used in the light of Christian 
faith and ethics. Examines the nature and necessity 
of economic choice wherever private and social 
wants outstrip available resources. Discusses issues 
with important economic and moral dimensions: 
poverty in the United States, poverty among na- 
tions, protecting air and water resources, land use. 
trade policy, role of government in the economy, 
and U.S. security. Examines each of these issues 
in order to explore die facts, understand the eco- 
nomic forces at work, examine the policy options 
available, and provide linkages to Christian teach- 
ings. Chapters contain questions for further consid- 
eration. Klay is Associate Professor of Economics, 
Hope College. Holland, Michigan. No index. 

» 

MacFadykn, Alan J. and MacFadyxn, Heather 
W., eds. Economic Psychology: Intersections in 
theory end application. Amsterdam; Oxford and 
Tokyo: North-Holland; distributed in the U.S. and 


Canada by Elsevier Science, N.Y.. 1986. Pp. vhi, 
697. $92.50. ISBN 0-444-70072-2. 

JEL 87-0647 

Twenty papers, most with an editors' introduc- 
tion, which consider ecooomic psychology as a dis- 
cipline. Topics include: economic phenomena from 
a psychological perspective, rational economic 
man, motivational constructs in psychology, oppo- 
nent processes and the dynamics of consumption, 
microeconomics and the experimental analysis of 
behavior, economic interpretations of animal ex- 
periments, economic behavior and social learning, 
causal attributions in economic behavior, genera- 
tion of psychological problems by economic varia- 
bles , an eco- behavioral approach to social systems 
accounting, and time-allocation matrices and mea- 
sures of the quality of life. The editors are at the 
University of Calgary. Name and subject indexes. 

McConnell, Campbell R. Economics: Principles, 
problems, and policies. Tenth edition. New York; 
Auckland; Montreal and London: McGraw-Hill, 
[1963 . . .1984] 1987. Pp. xxxi, 914. ISBN 0-07- 
044958-9. JEL 87-0648 

Tenth edition of a textbook designed to introduce 
the beginning economics student to those princi- 
ples essential to an understanding of fundamental 
economic problems and policy alternatives. 
Changes indude minor rewriting, updating, and 
the revitalization of pedagogical aids. Summary, 
terms and concepts, questions, study suggestions, 
and a "last word" follow each chapter. Also availa- 
ble are a Study Guide, programmed Economic 
Concepts, Instructor's Resource Manual, dual test 
banks, color transparencies, and software. McCon- 
nell is Professor of Economics at the University 
of Nebraska at Lincoln. Glossary: index. 

Pearce, David W., ed. The MIT dictionary of mod- 
em economics. Third edition. Cambridge, Mass. : 
MIT Press, [1981, 1983] 1986. Pp. 462. $12.50, 
paper. ISBN 0-262-6605 OS. JEI - 87-0649 

Updated and revised edition [see JEL no. 84- 
0011 for annotation of previous edition]. Coverage 
extends beyond the needs of first year students, 
yet does include basic phrases, concepts, and insti- 
tutions. Entries contain cross references except 
where the item is self-contained. Indudes many 
business terms, short biographies of celebrated 
economists, both living and dead, mathematical 
symbolism, and international institutions. Adds 
150 definitions, bringing the total to 2,650 entries. 
Sixteen economists contributed to this edition. Da- 
vid W. Pearce is Professor of Political Economy 
at University College, London. 

Phelts, EdmundS. Political economy: An introduc- 
tory text. New York and London: Norton; Mark- 
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ham, Ontario: Penguin Books Canada, 1885. Pp. 
xviii, 618. ISBN 0-393-95314-2. JEL 87-0650 
Introductory economics textbook, focusing on 
political economy. Covers the scope and methods 
of economics, simple bilateral exchange, multilat- 
eral exchange, classical market theory and eco- 
nomic policy, the critique of classical system by 
Marx and the New Left, modem market equilib- 
rium theory, and disequilibrium in modem market 
theory. Chapters contain summaries, important 
concepts, and study questions. The author is 
McVickar Professor of Political Economy at Colum- 
bia University. Index. 

Powelson, Jack. Facing social revolution: The per- 
sonal journey of a Quaker economist. With a fore- 
word by Jim Corbett and an afterword by Ken- 
neth BmiLDiNO. Boulder, Colo. : Horizon Society 
in cooperation with die Social Order Series of the 
Pacific Yearly Meeting of the Religious Society of 
Friends, 1987. Pp. v, 146. $6.95, paper. ISBN 
0-834449-03-1. JEL 87-0651 

An account of the author's search for a compati- 
ble intellectual and religious view of the world. 
Part 1 highlights twenty-five years of the author's 
professional assignments and experiences in the 
third world as a consultant to various governments 
and staff member of international organizations, 
the IMF, Inter-American Development Bank, and 
Ford Foundation. Part 2 examines the record of 
history to add more meaning to the author’s per- 
sonal experiences and, in particular, those related 
to the chasm between rich and poor. Some topics 
are: land reforms by leverage vs. land reforms by 
grace; slavery; capital and profit; liberation theol- 
ogy; revolution; sanctions; and pacificism. The final 
chapter lists insights acquired by the author about 
the rightness of plural societies, decentralization 
of power, widespread ownership of wealth, com- 
promise and conflict resolution rather than vio- 
lence, and the importance of the slow growth of 
institutions. The author is Professor at Economics 
at the University of Colorado. Index. 

Reynolds, Lloyd G. The American economy in per- 
spective. Second edition. New York; Auckland; 
London and Montreal: McGraw-Hill, [1961] 1967. 
Pp. xxi. 489. $24.96, paper. ISBN 0-07-052058- 
9. JEL 67-0652 

Updated introductory economics textbook de- 
signed for a one-semester course for undergradu- 
ate*. [For annotation of the first edition, see JEL 
no. 81-4)618.] Util edition simplifies some of die 
first edition language and includes updated statis- 
tics. Combines text and study guide to be self- 
contained. Chapters include hating of key points, 
“think about this" questions, list of key concepts, 


chapter summary, and a study guide section with 
questions for self-testing by the student. Each 
chapter is self-contained so that sequence may be 
altered, though format follows a macro-micro 
model. In five parts: basic ideas, stability, effi- 
ciency, equity, and the world outside. Includes 
an economic dictionary. Reynolds is Sterling Pro- 
fessor Emeritus of Economics at Yale University. 
Index. 

Russell, John J.; Lee, Pathicia Becker and 
O’Shea, Ahcik M., eds. Notional trade and profes- 
sional associations of the United States, 1987. 
Twenty-second annual edition. Washington, D.C.: 
Columbia Books, 1987. Pp. 453. $60.00, cloth; 
$50.00, paper. ISBN 0-9104 16-63-X, pbk. 

JEL 87-0653 

A directory of national trade and professional 
associations, including labor unions, technical soci- 
eties, and other organizations with national mem- 
berships. Contains an alphabetical list of over 6000 
organizations. Also includes a lists of association 
management companies. Entries include name of 
executive director, size of membership, number 
of staff members, annual budget, relevant historical 
notes, publications, and dates of meetings. Direc- 
tory information is also available in mailing list 
form. Subject, geographic, budget, and acronym 
indexes. 

Whitehead, David J. , ed. Economics education : A 
second handbook for economics teachers. London; 
Melbourne; Portsmouth, N.H. and Kingston: 
Heinemann Educational Books, 1986. Pp. 294. 
$12.50, paper. ISBN 0-435-33759-5. 

JEL 87-0654 

A handbook for economics teachers contains 
sixty-one papers, most previously unpublished. 
Organized in three parts: teaching economics to 
the 13-16 age range; teaching economics to the 
16-19 age range; and resources, assessment, and 
organization. The contributors are teachers of eco- 
nomics. Whitehead is Senior Lecturer in Econom- 
ics Education at the London University Institute 
of Education. Annotated list of useful addresses 
in England; index. 

See also: Book Number JEL 87-0686 

0*0 General Economic Theory 

[Arrow, Kenneth J.] Equilibrium analysis: Essays 
in honor of Kenneth J. Arrow. Volume 2. Edited 
by Walter P. Heller, Ross M. Starr, and David 
A. Starrett. Cambridge; New York and Mel- 
bourne: Cambridge University Press, 1986. Pp. 
xx, 318. $34.50. ISBN 0-521-30455-5. 

JEL 87-0855 
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Twelve papers discuss current Uiuet in equilib- 
rium analysis. Part 1 deals with general equilib- 
rium and includes a genera) equilibrium theory 
of Nortb-tSouth trade; a theory of occupational 
choice related to army recruitment; analysis of the 
dynamics of industry-wide learning; decentralized 
trade in a credit economy; public debt in the over- 
lapping generations model; and coordination fail- 
ure under complete markets. Part 2 discusses mi- 
crofoundations of macroeconomics and covers price 
flexibility, inventory behavior, and production be- 
havior; asymmetric information, unemployment, 
and inflexible wages; asymmetric adjustment costs 
and sectoral shifts; implicit contracts and risk aver- 
sion; non-Walrasian analysis; and monopolistic 
competition and the multiplier. [See ]EL nos. 87- 
0656 and 87-0657 for annotations of Volumes 1 and 
3, respectively.] The contributors are mainly econ- 
omists. Heller and Starr are both at the University 
of California, San Diego. Starrett is at Stanford 
University. Author index. 

[Ahhow, Kenneth J. ] Social choice and public deci- 
sion making: Essays in honor of Kenneth J. Arrow. 
Volume 1. Edited by Walter P. Heller, Ross 
M. Starr, and David A. Starrett. Cambridge; 
New York and Sydney; Cambridge University 
Press, 1966. Pp. xU, 215. *34.50. ISBN 0-521- 
30454-7. JEL 87-0656 

Ten papers review topics in social choice and 
decision making in the public sector. Part 1 dis- 
cusses issues in social choice and covers; conse- 
quentialist social norms; information and invari- 
ance in normative choice; the relevance of 
utilitarian morality; social choice rules in irrational 
societies; and axiomatic approaches to Walrasian 
social choice. Part 2 deals with approaches to public 
decision making. Topics include: testing for opti- 
mality in the absence of convexity; a theory of plan- 
ning; the social risk premium; the determination 
of financial market equilibrium when the timing 
of tax payments is indeterminate; and the shadow 
price of capital. [See JEL no*. 87-0655 and 87-0657 
for annotations of Volume 2 and 3, respectively.] 
The contributors are mainly economists. Heller 
and Starr are both at the University of California, 
San Diego. Starrett is at Stanford University. Au- 
thor index. 

[Arrow, Kenneth j.] Uncertainty, information, and 
communication : Essays in honor of Kenneth J. Ar- 
row, Volume 3. Edited by Walter P. Heller, 
Roes M. Starr, and David A. Starrett. Cam- 
bridge; New York and Melbourne: Cambridge 
University Press, 1986. Pp. xx, 282. *34.50. ISBN 
0-521-32704-0. JEL 87-0657 


Eleven papers discuss current issues in uncer- 
tainty, information, and communication. Part 1 
deals with topics in uncertainty and covers: negoti- 
ation in games; exploitation of a long-term princi- 
pal-agent relationship to escape inefficiency of 
short-term equilibria; the characteristics of com- 
petitive allocations in incomplete asset markets; as- 
set pricing theories; personal probability axioms; 
and a new approach to univariate and multivariate 
comparisons of risk aversion. Part 2 covers topics in 
uncertainty, communication, and organization and 
includes analyses of the cost of communication in 
economic organization; assembling efficient organi- 
zations; optimal Bayesian mechanisms; incentive 
theory with data compression; and alternative lim- 
ited communication systems. The contributors are 
mainly economists. [See JEL nos. 87-0656 and 87- 
0655 for annotations of Volumes 1 and 2, respec- 
tively.] Heller and Starr are at the University of 
California, San Diego. Starrett is at Stanford Uni- 
versity. Author index. 

Barro, Robert). Macroeconomics. Second edition. 
New York; Chichester; Toronto and Singapore: Wi- 
ley, [1984] 1987. Pp. xiv, 608. ISBN 0-471-85125- 
6. JEL 87-0658 

Second edition of a textbook for undergraduate 
courses in intermediate macroeconomics. Presents 
and uses the market -clearing approach as a general 
method for analyzing real-world problems. 
Changes include: expanded treatment of employ- 
ment and unemployment, changes in the exposi- 
tions of rational-expectations macroeconomics and 
the Keynesian theory of business fluctuations, and 
shortening of material on microeconomic founda- 
tions and investment. Each chapter contains a sum- 
mary, list of important terms and concepts, and 
questions and problems. [For annotation of first 
edition, see JEL no. 84-0961.] Barro is at the Uni- 
versity of Rochester. Glossary; bibliography; au- 
thor and subject indexes. 

Broer, D. P. Neoclassical theory and empirical mod- 
els of aggregate firm behaviour. Advanced Studies 
in Theoretical and Applied Econometrics series, 
vol. 8. Norwetl, Mass.; Dordrecht, the Nether- 
lands and Lancaster: Kluwer Academic, 1987. Pp. 
343. *69.00. ISBN 90-247-3412-6. 

JEL 87-0659 

Investigates the construction of models that de- 
scribe the aggregate behavior of business enter- 
prises by the specification and empirical testing 
of a model in which aggregate business behavior 
results from the maximization of net worth subject 
to a number of constraints relating to the available 
technology, market conditions, and information. 
Analyzes the consequences of a number of assump- 
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tkms about external conditions. Incorporates factor 
utilization rates and analyzes the link between 
those rates and factor stock adjustments. Explains 
firm decisions within a choke-theoretic framework, 
assuming vintage technology. Discusses the non- 
vintage model and the theoretical aspects of the 
vintage-related model. Tests both models on sam- 
ples of Dutch and American data. Repeats the tests 
for the putty-day model and compares the ex- 
planatory power of the two different technological 
assumptions. Concludes that neoclassical analysis 
can be successfully applied to the explanation of ag- 
gregate business behavior. Based on the author's 
doctoral dissertation, submitted to Erasmus Uni- 
versity (1985). Author and subject indexes. 

BOttleh, Hans-JOrc; Fhei, Gertrud and Scaurs, 
Bernu, eds. Estimation of disequilibrium models. 
Lecture Notes in Economics and Mathematical 
Systems series, vol. 279. New York: Berlin: Lon- 
don and Tokyo: Springer, 1986. Pp. 114. $16.00, 
paper. ISBN 0-387-16817-6. JEL 87-0660 

Discusses the use of disequilibrium models for 
analysis of single markets in disequilibrium. Re- 
views the nature of the debate regarding macroeco- 
nomic model building. Describes the process of 
specification of the canonical disequilibrium model 
and the estimation techniques employed. Demon- 
strates the applicability of these estimation tech- 
niques to the analysis of investment in residential 
construction, changes in the stock of money, and 
the aggregate labor market. Battler is with the 
Swiss National Bank, Zurich. Frei and Scfaips are 
associated with Hochschule, St. Gollen, Switzer- 
land. No index. 

Coleman, James S. Individual interests and collec- 
tive action: Selected essays. Studies in Rationality 
and Social Change series. Cambridge; New York 
and Melbourne: Cambridge University Press in 
collaboration with Mai son des Sciences de 
I'Homme, Paris, 1986. Pp. ix, 384. $54.50. ISBN 
0-521-30347-8. JEL 87-0661 

Sixteen papers, fifteen previously published, 
present the author's central ideas in social theory. 
Papers investigate problems of social organization 
and the relation of the individual to collective ac- 
tion and are based on a paradigm of rational action. 
Six papers consider collective decisions and social 
choice as a fundamental problem in the functioning 
of social systems. The next six papers focus on 
power and discuss political money, control of col- 
lectivities and the power of a collectivity to act, 
constitutional power in experimental health service 
and delivery systems, the legitimate and illegiti- 
mate use of power, processes of concentration and 
dispersal of pcrtUp in social systems, and the corpo- 


rate structure of the economy and its effects on 
income. The remaining four papers examine ques- 
tions about the creation of constitutions and die 
rights that are allocated In constitutions. Bibliogra- 
phy; index. 

Diewert, Walter E. The measurement of the eco- 
nomic benefits of infrastructure services. Lecture 
Notes in Economics and Mathematical Systems se- 
ries, vol, 278. New York; Berlin; London and To- 
kyo: Springer, 1986. Pp. 202. $23. 10, paper. ISBN 
0-387-16810-9. JEL 87-0662 

Provides a methodology for evaluating the bene- 
fits (particularly to producers) of government in- 
frastructure investments in utilities, communica- 
tion, transportation, and land development. 
Develops a measure of infrastructure benefits and 
examines various concepts (e. g. , willingness-to-pay 
functions, marginal cost functions, and approxi- 
mate benefit measures) and problems associated 
with the producer benefit measurement and con- 
siders their advantages and disadvantages. Further 
explores the econometric approach with discus- 
sions about selection of a functional form, selection 
and measurement of variables, and the estimation 
of restricted profit functions in time-series and 
cross-sectional contexts. The appendices elaborate 
on properties of restricted profit, cost, and expen- 
diture functions and proofs of propositions. Die- 
wert is a member of the Department of Economics, 
University of British Columbia, Vancouver. No in- 
dex. 

Dornbuscii, Rudiger and Fischer, Stanley. 
Macro-economics. Fourth edition. New York; 
Auckland; London and Montreal: McCraw Hill, 
[1978 . . .1984] 1987. Pp. xiv, 798. $36.95. ISBN 
0-07-017776-7. JEL 87-0663 

Revised and updated fourth edition of an intro- 
ductory macroeconomics textbook [see JEL no. 84- 
0636 for annotation of the third edition], which 
presents theory and its empirical relevance and 
policy applications. Major changes include: open 
economy macroeconomics has been moved to the 
chapter on "international linkages”; the introduc- 
tion to aggregate supply and demand precedes the 
diopters on aggregate demand; a new chapter on 
money, deficits, and inflation has been added; cov- 
erage of the mkrofoundations of macroeconomics 
and of the rational expectations-equilibrium ap- 
proach has been increased; and the dynamic model 
of aggregate supply and demand has been restored 
to the text. Chapters conclude with a summary, 
listing of key terms, and problems. Instructor’s 
manual, book of case studies and readings, data 
diskette, yearly updates, and a study guide are 
also available. The authors are members of the 
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Deportment of Economics, Massachusetts Insti- 
tute of Technology. Index. 

Xlster, Jon, ed. The multiple self. Studies in Ratio- 
nality and Social Change series. Cambridge; New 
York and Sydney: Cambridge University Press in 
collaboration with Maison des Sciences de 
1' Horn me, Paris, 1966. Pp. ix, 269. ISBN 0-521- 
26033-7. JEL 87-0664 

Nine papers and an introduction by the editor 
on the study of the foundations of rationality. Most 
of the papers were originally presented at work- 
shops set up under the auspices of the Maison 
des Sciences de l’Homme, Paris, in January 1980 
and 1982. Papers explore the idea that the individ- 
ual person may be seen as, or is, a set of sub- 
individual, relatively autonomous “selves," incor- 
porating developments in philosophy, psychology, 
and economics. General study areas are: the 
loosely integrated self, self-deception and weak- 
ness of will, Faustian selves, hierarchical selves, 
successive selves, parallel selves, the Freudian leg- 
acy, split-brain theory, homo economicut and homo 
sociologicus, and the “no-self theory." Some spe- 
cific topics are: self-deception and die voter's illu- 
sion; self-deception, akrasia. and irrationality; con- 
flict among interests in a multiple self as a 
determinant of value; the mind as a consuming 
organ; and Goethe's Faust, Arrow's Possibility 
Theorem and the individual decision-taker. Con- 
tributors are mainly economists, philosophers, 
and psychologists. Elster is Professor of Political 
Science and Philosophy, University of Chicago. 
Index of names. 

? aber, Malte, ed. Studies in Austrian capital the- 
ory, investment and time. Lecture Notes in Eco- 
nomics and Mathematical Systems series, vol. 277. 
New York; Berlin; London and Tokyo: Springer, 
1986. Pp. vi, 316. $30.30, paper ISBN 0-387- 
16804-4. JEL 87-0665 

Seventeen papers, six published previously, that 
apply modern Austrian capital theory to models 
with finite and infinite horizons, problems of time 
irreversibility and investment, dynamic games 
with macroeconomic investment, and the treat- 
ment of time irreversibilities in economics. The 
first four papers outline the development of Aus- 
trian capital theory, relate it to Piero Srafia's theory, 
present the Austrian subjectivists' pure time pref- 
erence theory of interest, and discuss Austrian 
functionalist versus essentiaiist theories of interest. 
Two papers consider: (1) a neo-Austrian two-period 
multisector model of capital and (2) interest rates 
in a general multisector model of capital. Four pa- 
pers concern models with infinite time horizons 
and discuss open -ended ness of the future; propor- 


tional prices with positive rate of interest relative 
to the growth rate; roundaboutness, non tight ness, 
and Malinvaud prices; and competitive finite value 
prices. The next two papers discuss period vs. con- 
tinuous analysis of time and production and fiow- 
and-fund approaches to irreversible investment 
decisions. Four papers use a dynamic game-theo- 
retical framework to analyze macroeconomic in- 
vestment decisions under alternative market struc- 
tures. The last paper applies lessons from the 
natural sciences to time irreversibilities in econom- 
ics. The contributors are mainly economists. Faber 
is at the Alfred Weber Institute, University of Hei- 
delberg. No index. 

Fei.derer, Berniiahd and Hombuhc, Stefan. Mac- 
roeconomics and new macroeconomics. Revised 
translation. New York; Berlin; London and Tokyo 
Springer, |1984) 1987. Pp. xiii, 329. $49.00. ISBN 
0-387-16061-X. JEL 87-0666 

Revised translation of the second edition of Mak- 
rookonomik und Neue Macrookonomik (1985), a 
textbook designed for both undergraduate and 
graduate students. Discusses the most important 
doctrines in a historical order, substantiating and 
criticizing each, and presenting major differences. 
Excludes some standard macro topics such as for- 
eign trade and economic growth. Parts 1 and 2 — 
fundamentals and macroeconomics — are designed 
for a one-term undergraduate course. They deal 
with methodological considerations, theories and 
models, equilibrium and disequilibrium, statics 
and dynamics, ex post and ex ante analysis, and 
partial versus total analysis. Also presents a histori- 
cal survey including classicists, neodassictsts, and 
Keynesians. Reviews fundamentals of national in- 
come accounting. The classical and Keynesian 
views are presented in detail and are compared 
along with monetarism. Part 3 is intended for more 
advanced undergraduates and deals with more re- 
cent developments in macroeconomics, such as 
portfolio selection, monetarism, rational expecta- 
tions, and neo-Keynesian disequilibrium theory. 
Chapters contain reading lists. Much of the mathe- 
matical analyses is contained in an appendix. Fdd- 
erer and Homburg are at the University of Co- 
logne. Bibliography; subject and author indexes. 

Fischer, Stanley, ed. SBER Macroeconomics An- 
nual 1986. Cambridge, Mass, and London: MIT 
Press, 1966. Pp. 409. $35.00, paper. ISBN 0-262- 
56037-2. JF.L 87-0667 

A new annual series aiming to “encourage and 
disseminate research on real macroeconomic prob- 
lems.'' This book includes six articles and discus- 
sions initially presented at a co nfer en ce at Cam- 
bridge, Massachusetts in March 1968. Olivier j. 
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Blanchard and Lawrence H. Summers examine the 
causes of high unemployment in Europe. Fumio 
Hayashi examines why the Japanese have such a 
high rate of savings, emphasizing die importance 
of die extended family and bequests as causes. 
Martin S. Feldstein establishes links between the 
budget deficit and the exchange rate. Martin 
Eichenbtsum and Kenneth J. Singleton present 
and interpret some new evidence on the validity of 
the real business cycle approach to cycle analysis. 
Lawrence F. Katz surveys recent developments 
in the literature on efficiency wage theories of un- 
employment. Martin L. Weitzman examines mac- 
roeconomic implications of profit sharing. No in- 
dex. 

Fuehlk, Richard D. The pure logic of choice. New 
York: Vantage Press, 1986. Pp. xvii, 221. 113.95. 
ISBN 0-533-06401-5. JEL 87-0668 

Argues that economics is not an inductive, but 
a deductive science. Explores the foundations of 
economics and presents a restatement of a deduc- 
tive theory of economics, called “praxeology" as 
suggested by Ludwig von Mises and others of the 
Austrian School. Discusses laws, proof of lows, and 
the basis of praxeology. Examines praxeo logical 
laws and non-consensual relationships as they re- 
late to economics. The author's background is 
in economics and law. Glossary: bibliography; In- 
dex. 

Grkenhut, Melvin L.; Norman, George and 
Hung, Chao-shun. The economic* of imperfect 
competition: A spatial approach. Cambridge; New 
York and Melbourne: Cambridge University Press, 
1987. Pp. xu, 408. 154.50, doth; 117,95, paper. 
ISBN 0-521-30552-7. JEL 87-0669 

Application of spatial analysis to imperfect com- 
petition. Presents a theory of imperfect competi- 
tion and nondiscriminatory pricing, considers its 
relevance to economic development and merger 
policies, and develops a spatial pe rsp ec ti ve on 
product differentiation. Outlines a model of dis- 
criminatory pricing and alternative demand condi- 
tions, considers alternative pricing policies, the na- 
ture of market overlap, intraindustry trade, 
constrained optimization, international and intra- 
national pricing, dynamic market strategy, and het- 
erogeneous prices and heterogeneous goods. Dis- 
cusses the spatial approach to pricing, location, 
and competition and the nature of the long-run 
equilibrium properties of the Imperfectly competi- 
tive economy,. Creenhut is associated with Texas 
A&M University, Norman with the University of 
Le i ceste r , jand Hung with Florida Atlantic Univer- 
sity. BibUhgnpby, author and subject indexes. 


Hanneqvart, Achille and Grkffb, Xavier. Econo- 
mic du intervention* tociale * (Economic* of social 
intervention*). Parts: Economics and Cabay; dis- 
tributed in North America by Difiuseur G. Ver- 
mette, Boucherville, Quebec, 1965. Pp. 284. Fr 
98.00; Can! 27.50, paper. ISBN 2-87077-325-0. 

JEL 87-0670 

The authors examine the rationale for govern- 
ment intervention in a modem economy. The book 
contains fifteen chapters dealing successively with 
the following themes: die role and the functions 
of bureaucratic organization; the regulatory process 
and judicial institutions; policy financing; measures 
and process for implementing a social intervention. 
Hannequart is a professor at the Catholic Univer- 
sity of Louvain and of Mons (Belgium), and Creffe 
is a professor at the University of Paris-I and at 
the Ecole d' Administration Publique. Bibliogra- 
phy: no index. [Jean Mirucki] 

Heilbroner, Robert L. and Galbraith, James K. 
Understanding macroeconomics. Revised eighth 
edition. Englewood Cliffs, N.J.: Prentice-Hall, 
[1965 . . .1984] 1987. Pp. x, 484. Paper. ISBN 
0-13-836907-4. JEL 87-0671 

Revised eighth edition of an introductory macro- 
economics textbook [see JEL no. 84-0638 for anno- 
tation]. New focuses include greater emphasis on 
recession and international competition. Gives 
greater and extended treatment to issues and unre- 
solved controversies relating to supply-side eco- 
nomics, monetarism and Keynesianism. Heil- 
broner and Lester Thurow were coauthors of the 
first eight editions. Chapters include a preview, a 
summary, an economic vocabulary, and questions. 
Heilbroner is the Norman Thomas Professor at the 
New School fin- Social Research. Galbraith is Asso- 
ciate Professor at the Lyndon B. Johnson School 
of Public Affairs, University of Texas at Austin. 
Glossary; index. 

Heilbroner, Robert L, and Galbraith, James K. 
Understanding microeconomic*. Revised eighth 
edition. Englewood Chfis, N.J.: Prentice-Hall, 
[1968 . . .1984] 1987. Pp. xi, 454. Paper. ISBN 
0-13-936915-5. JEL 87-0672 

Revised and updated edition of an introductory 
microeconomics textbook [see JEL no. 84-0639 feu 
annotation]. Text is divided into four ports: eco- 
nomic history and background, economic science, 
the market mechanism or microeconomics, and in- 
ternational economics. Previous editions were 
coauthored by Heilbroner and Lester Thurow. 
Chapters contain a preview, summary, vocabulary, 
and questions. Heilbroner is die Norman Thomas 
Professor at die New School for Social Research. 
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Galbraith it Associate Professor at the Lyndon 8. 
Johnson School of Public Afiain, University of 
Texas at Austin. Glossary; index. 

KiupreNDOwr, Klaus. Information theory: Struc- 
tural modeU for qualitative data. Quantitative Ap- 
plications in the Social Sciences Series, Sage Uni- 
versity Paper, no. 62. Beverly Hills; London and 
New Delhi; Sage. 1986. Pp. 96. $6.00, paper. 
ISBN 0-8039-2061-2. JEL 87-0673 

Monograph on circular causal or simultaneous 
dependencies that escape analysis by most estab- 
lished techniques, written as a source book for so- 
cial scientists and researchers and as a textbook 
for advanced undergraduate and graduate stu- 
dents. Presents those facets of information theory 
that are needed to search for and test structural 
models of qualitative data, i.e. , models that exhibit 
complex relations among their component parts 
and rely on these relations to interpret given data. 
Topics indude: qualitative data; selective informa- 
tion; entropy, diversity, and variety; Shannon's 
theory of communication; comparisons of qualita- 
tive variates; structural models; models with and 
without loops; information in models and in data; 
structural zeros; degrees of freedom; significance 
of information quantities; maximum entropy com- 
putations; and confirmation, exploration, and com- 
parisons with other approaches. The author is a 
Professor at the Annenberg School of Communica- 
tions, University of Pennsylvania. No index. 

LarFONT, Jean-Jacques. Court de thtorie microico- 
nomique. Volume 2. Economic de r incertain et de 
r information (Course in microeconomic theory. 
Volume 2. Economics of uncertainty and of infor- 
mation). Economic et Statistiques Avanc&s. Paris; 
Economica; distributed in North America by Dif- 
fuseur G. Vermette, Boucherville, Quebec, 1985. 
Pp. 201. Fr 115.00; Can! 27.00, paper. ISBN 2- 
7178-0883-0. JEL 87-0674 

The second volume of a graduate textbook on 
microeconomic theory is presented as a stand alone 
manual. The first four chapten describe analytical 
techniques on die theory of individual behavior 
in the presence of uncertainty, risk measurement 
and aversion, structure of information and the no- 
tion of certainty equivalence. The six remaining 
chapten deal with selective aspects of the theory 
of information: market equilibrium with uncer- 
tainty; market equilibrium with incomplete mar- 
kets and rational e x pectations; risk-sharing and op- 
ttmahty in the stock market and in the insurance 
market; informationally efficient markets; equilib- 
rium with asymmetric information. Five problems 
with detailed solutions are included at the end of 


the volume. Lafiont is a professor at the University 
of Toulouse and Directeur d'Etudes at the 
E.H.E.S.S., Paris. Bibliography; no index. [Jean 
Mirucki] 

Nicholson, Walter. Intermediate microeconomics 
and Us application. Fourth edition. Chicago; 
Montreal; London and Sydney: Dryden, [1975 . . 
.1983] 1987. Pp. xxvii, 627. ISBN 0-03-007796- 
0. JEL 87-0675 

Fourth edition of an introductory textbook on 
microeconomic theory and applications. [See JEL 
no. 83-0330 for annotation of die previous edition. ] 
Changes include: adoption of a two-color format, 
new chapters on the modern theory of the firm 
(including issues in implicit labor contracts, the 
principal-agent problem, and the market for corpo- 
rate control) and public goods and public choice 
theory; revised and updated treatment of general 
equilibrium and welfare economics; expanded 
background material in elementary algebra, game 
theory, and the mathematics of compound interest; 
new learning aids; a new workbook and a study 
guide which is also available on computer disk; 
and reduction in the number of chapters by com- 
bining material that previously appeared in sepa- 
rate diopters. Chapters contain summaries, prob- 
lems, and applications to current situations. Also 
contains solutions to odd-numbered problems. 
Nicholson is Professor of Economics, Amherst Col- 
lege. Glossary; author and subject indexes. 

Rasiiid, Saum. Economies with many agents: An ap- 
proach using nonstandard analysis. Baltimore and 
London: Johns Hopkins University Press. 1987. 
Pp. xii. 160. >30.00. ISBN 0-8018-3379-5. 

JEL 87-0676 

Argues that nonstandard analysis is a powerful 
mathematical tool for rendering economic intu- 
itions precise; illustrates this using the economic- 
topic of economies with many agents. Chapters 
examine: why economists study economies with 
an infinite number of agents: what nonstandard 
analysis does; and the relationship of nonstandard 
models to standard approaches. Concludes with a 
comparison of nonstandard versus measure-theo- 
retic models. Rashid is Professor of Economics, 
University of Illinois. Bibliography; author and 
subject indexes. 

Roth, Timothy P. The pretent state of consumer 
theory. Lanham. Md. and London: University 
Press of America, 1987. Pp. vi, 166. $26.50, doth; 
$13.75, paper. ISBN 0-8191-5709-0. 

JEL 87-0677 
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A critical assessment of current consumer the- 
ory. Discusses models and model building, com- 
menting on the methodological positions of de- 
scriptivism, instrumentalism, and the explanatory- 
informative view. Analyzes ordinal utility theory, 
its postulates, and technical extensions. Examines 
the Lancastrian or “New Approach" to consumer 
theory, where the arguments in the utility function 
are characteristics of the goods and services. Dis- 
cusses the multiequation utility function, the 
household production function, and procedural ra- 
tionality and die technology of choice. Concludes 
with a postscript on empirical demand estimation. 
Roth is the A. B. Templeton Professor and Chair- 
man of the Department of Economics and Finance 
at the University of Texas, El Paso, No index. 

Sakcknt, Thomas J. Dynamic macroeconomic the- 
ory. Cambridge, Mass, and London: Harvard 
University Press, 1987. Pp. xii, 368. $35.00. ISBN 
0-674-21877-9. JEL 87-0678 

Describes and illustrates several dynamic gen- 
eral equilibrium models and applies them to prob- 
lems in macroeconomics and monetary economics; 
suitable for use in graduate-level courses. Intro- 
duces discounted dynamic programming, the the- 
ory of search, and asset prices and consumption. 
Then focuses on monetary economics and govern- 
ment finance. Introduces currency in the utility 
function model and considers and uses cash-in-ad- 
vance models as well as models that relate to credit 
and currency with long-lived agents and with over- 
lapping generations. The last chapter discusses 
government finance in stochastic overlapping gen- 
erations models. Each chapter contains exercises 
and suggested readings. A companion book with 
answers to the exercises is also available. Sargent 
is Professor of Economics, University of Minne- 
sota. Index. 

Semmlee, Wuxi, ed. Competition, instability, and 
nonlinear cycle*: Proceeding* of an international 
conference. New School for Social Research, New 
York, USA, March 1985. Lecture Notes in Eco- 
nomics and Mathematical Systems series, vol. 275. 
New York; Berlin; London and Tokyo: Springer, 
1966. Pp. xii, 340. $35.20, paper. ISBN 0-387- 
16794-3. JEL 87-0679 

Fifteen papers on competition, instability, and 
nonlinear cycles. Part 1 includes papers on model- 
ing the cross-dual dynamics of competition and 
covers the dynamic equalization of profit rates, a 
cross-over gravitation process in prices and inven- 
tories, stability at production prices and ergodic 
price setting with technical progress. Part 2 deals 
with the microfoundations of macrodynamics and 
limit cycles and coven the price and quantity dy- 


namics of a Sntffa/von Nuetnann production price 
system, stability in a dynamic model of capitalist 
production, the microdynamics of a nonlinear 
macrocycle model, and stabilization policy in a busi- 
ness cycle model. Part 3 investigates linear and 
nonlinear macrodynamics and includes extensions 
of the cl assi c a l growth cycle model, a Keynesian 
model with perfect foresight, and the interdepen- 
dent dynamics of cyclical growth in industry and 
agriculture. Part 4 relates to the econometrics of 
the dynamics of proportions and nonlinear macro- 
dynamics. The contributors are mainly economists. 
Semmler is a member of the Department of Eco- 
nomics, New School of Social Research. No index. 

Sue den, Robeht. The economics of rights, co-opera- 
tion and we fare. Oxford and New York: Blackwell, 
1986. Pp. vii, 191. $45.00. ISBN 0-631-14449-8. 

JEL 87-0680 

Investigates the extent to which people can, in 
a state of anarchy, coordinate their behavior and 
maintain a social order without the formal machin- 
ery of law and government. Contends that if indi- 
viduals pursue their own interests in a state of 
anarchy, that order, in the form of conventions of 
behavior, can arise spontaneously. Argues that al- 
though the conventions need not significantly max- 
imize social welfare, they tend to become norms 
and represent a coherent system of morality. Uses 
a game theory framework to analyze the evolution 
of rules of justice, discussing coordination, prop- 
erty, possession, reciprocity, free riders, natural 
law, and the coordination of rights, cooperation, 
and welfare. Sugden is Professor of Economics at 
the University of East Anglia. Index. 

See also: Book Numbers JEL 87-0659, 87-0678. 87- 
0679, 87-0684, 87-0695. 87-0718, 87- 
0723, 87-0725, 87-0734, 87-0800, 87- 
0838, 87-0858, 87-0861, 87-0878. 87-0879 

030 History of Economic Thought; 

Methodology 

Babbace, Charles. On the economy of machinery 
and manufactures. Reprint of fourth edition en- 
larged. Reprints of Economic Classics series. Fair- 
field, N.J.: Kelley, [1832 . . .1835] 1986. Pp. xxiv, 
408. $38.50. ISBN 0-678-00001-8. 

JEL 87-0681 

An attempt to present the reader with an enu- 
meration of the mechanical principles underlying 
the application of machinery to arts and manufac- 
turing, tracing the consequences of using machin- 
ery to replace the skill of the human arm. Com- 
ments on principles of political economy, noting 
their historical foundations and presenting facts 
and anecdotes to illustrate hi* thought about them. 
Discusses, among other topics, the advantages of 
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using machinery and manufacturing; accumulating 
and regulating power, describing several mechani- 
cal operations and making suggestions for better 
use; saving time; registering operations; economy 
of materials; methods for observing manufacturing; 
the influence of durability on {nice; raw materials; 
division of labor; position of large factories; proper 
circumstance for the application of machinery; 
combinations; bow machines affect the demand for 
labor; legal restrictions! and exporting machinery. 
Concludes with a discussion of the relationship be- 
tween science and machines. Indudes prefaces to 
first three editions. Index. 

Burton, John, et al. Keynes' i General Theory: Fifty 
yean on, its relevance and irrelevance to mode m 
times. Hobart Paperback series, no. 24. London: 
Institute of Economic Affairs; distributed in North 
America by Transatlantic Arts, Albuquerque, 
N.M., 1986. Pp. viii. 159. $9.50, paper. ISBN 0- 
255-06197-1. JEL 87-0682 

Discusses Keynes’s General Theory of Employ- 
ment, Interest and Money and the relevance of 
Keynes, especially in view of changing emphasis 
in economic analysis. In the introductory essay, 
"Fifty Years On: Background and Foreground," 
Burton describes the General Theory as challeng- 
ing in many ways the entire tradition of classical 
economics. Discusses the Keynesian revolution 
and the “Age of Keynes, ” the emergence of stagfla- 
tion and doubts, the monetarist reinterpretation, 
the resurgence of Austrian economics, expectations 
and the fundamental Keynesian view, the rational 
expectations revolution, and public choice and the 
motives of government — all as related to Keynesian- 
ism. Leland B. Yeager examines the Keynesian 
heritage in economics; Milton Friedman discusses 
Keynes’s political legacy; Karl Brunner analyzes 
Keynes’s intellectual legacy; Michael R, Darby and 
James R. Lothian investigate economic events and 
Keynesian ideas in the 1930s and the 1970s; Alan 
Walters examines consumption, savings, and the 
multiplier; Patrick Minford discusses expectations 
and the economy; Michael Beenstock considers 
secular stagnation and the world economy; and 
Alan Budd comments on Keynesian unemploy- 
ment and the unemployment of Keynes. Burton 
is Research Director of the Institute of Economic 
Affairs. Glossary; no index. 

Dvmez, Hxnvtt, L’toonamiete, la science et le pou- 
voir: le cos Walras (The economist, edema and 
power: The oase of Walras). Paris; Presses Lniver- 
sitaires de France; distributed by Le* EdUtods 
Fran°aUe, Boucbervilie, Quebec, 1985. Pp. 272. 
Fr 150.00; Gang 43.66, paper ISBN 2-13039-085- 
1. JEL 87-0683 


Describes the development of the career of Ldon 
Walras, and his confront at ions with France’s scien- 
tific and political institutions. The author oonsiden 
Walras as a producer of a specific doctrine, wbo 
attempted to penetrate the markets of economic 
and political ideas in order to diffuse his own ap- 
proach, given the sociological context at the turn 
of this century. The first part presents the environ- 
ment in which Walras' career was evolving: the 
social demand for economic knowledge; the forms 
of economic training; economic concepts versus 
modeling techniques. The second part examines 
the path of his career and the progressin of his 
ideas: the first obstacles; the nomination in Lau- 
sanne; the political contacts; the essence of his con- 
tribution. Duroez is a researcher at the Centre 
de Recherche en Gestkm of the Ecole Polytech- 
nique (Paris). Bibliography; author and subject in- 
dexes. [Jean Mirudri] 

England, Richard W., ed. Economic processes and 
political conflicts: Contributions to modem politi- 
cal economy. New York and London: Praeger, 
1987. Pp. x, 323. $39.95. ISBN 0-275-92451-3. 

JEL 87-0684 

Fourteen essays, several published previously, 
dedicated to Eh-. Sam Rosen, Professor Emeritus 
of Economics, University of New Hampshire. Pa- 
pers focus on the recent history of economic 
thought in the United States from the perspective 
of radical economics. Each of the essays "reflects 
the premise that economic phenomena can be un- 
derstood only within a historical context and that 
those phenomena are intertwined with political 
struggles. ” Divided into six parts: issues of method- 
ology; precapitalist modes of production; profit, ac- 
cumulation, and crisis; gender and dass; labor, cap- 
ita], and the state; and transition to socialism. 
Specific topics Include, dialectic of matter versus 
dialectic of history; a critique of Michio Morishi- 
ma'i mathematical Marxism; dass relations and 
predatory accumulation; Marxist re th i nkin g of 
third world rural industrialization; a c c um u l a ti o n 
and crisis; ecology, social d a ss, and political con- 
flict, women as a labor reserve; feminist theories 
of gender and dass; dass struggle and scientific 
management; state strategies of control in the pub- 
lic sector-, and experiences in Algeria and Grenada. 
The contributors are mainly economists. England 
is Professor of Economics at the University of New 
Hampshire. Index. 

Fink, Ben, ed. The value dime n sion: Marx versus 
Ricardo and Sreffis. Economy and Society series. 
London and New York: Roudedge and Kegan Paul, 
1968. Pp. 239. *15.96, p^ser. ISBN 0-7109-0786- 
2. JEL 87-0685 
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Eight paper* , most previously published, pres- 
ent the major elements of the debate regarding 
the transformation problem. An introductory essay 
outlines the major strands in. and the evolution 
of, the debate regarding the Marxian problem of 
the transformation of values on prices. Papers ex- 
amine the law of value in David Ricardo and Karl 
Marx: die importance of the transformation prob- 
lem in Marx’s Critique af Political Economy; I. 
Steedman’s critique of Marx’s theory of value: 
Marx’s theory of agricultural rent; the "corn-profit” 
model and the views of Thomas R. Malthus, Ri- 
cardo, and Piero Srafia; certain errors in the inter- 
pretation of Marx’s views regarding the transforma- 
tion of values and prices: and a reformulation of 
and solution to the problem. The contributors are: 
Ben Fine, Geoffrey Pilling, Ira Cerstein, Heiner 
Ganssmann, Gilbert Faocarello, and Gugliefano 
Carchedi. Fine is Reader in Economics at Birkheck 
College, University of London. No index. 

Ghosh, Ranen. Economic science — Whereto? Cal- 
cutta: Ranitra Books, 1986. Pp. viii, 78. M OO, pa- 
per. JEL 87-0686 

Offers a highly critical evaluation of today's eco- 
nomics, using criteria for determining whether a 
discipline is a science to evaluate economics. Clas- 
sifies micro and macro theory and econometrics 
as the most scientific. Questions whether econom- 
ics can justify its existence, pointing to the failures 
of economists in practical life, and criticizes econo- 
mists for not being dear about the issues they dis- 
cuss. Calls the concept of equilibrium a "serious 
misconception” and credits mathematical and 
econometric methods with salvaging economics. 
Sees the measurement of noneconomic qualitative 
variables and their effect on economic models and 
research in disequilibrium analysis as steps in a 
positive direction toward appropriate model-build- 
ing and correct interpretation of estimated models. 
Contends that development economics has not 
made significant impact and that tools of planning, 
particularly input-output analysis, are simplistic 
and out of touch with real- life phenomena. Ghosh 
is an econometrician, currently engaged on re- 
search in Development Economics. Index. 

Heuwrn, Suzanne W. and Bran hall, David F., 
eds. Mors, Schumpeter, Keynes: A centenary cele- 
bration of distent. Armonk, N.Y. and London: 
Sharpe, 1966. Pp. xii, 343. $36.00, doth; $16.95, 
paper. ISBN 0-87332-380-7. JEL 87-0687 
Sixteen papers first presented at a symposi u m 
at die University of Colorado at Denver in April 
1963, marking the 100th anniversary of the death 
of Earl Man, the bfeth of John Maynard Keynes, 
and the centenary of the birth of Joseph A. Schum- 


peter. Symposium wm concerned with the ques- 
tions asked by each and the role of dissent in eco- 
nomic thought. Part 1 discusses the place of eco- 
nomics in the study of society, how hr economics 
as currently structured helps to understand the 
world, and the philosophy of science that underlies 
the study of economics. The next three parts are 
devoted to the analysis of Man, Schumpeter, and 
Keynes, beginning in each instance with their re- 
search, Part 5 examines the impact of each of the 
three on selected research and policy issues, such 
as the prospects for advanced capitalist economies, 
the Instability of the capitalist growth process, and 
government economic policy. The last part is a 
summary of the earlier themes. Helburn and 
B ram hall both are Professors of Economics at the 
University of Colorado at Denver. No index. 

Malthus, Thomas Robert. Definitions in political 
economy. Reprints in Economic Classics series. 
Fairfield, N.J.: Kelley, [1827] 1966. Pp. xvi. 261. 
$29.50. ISBN 0-678-00018-2. JEL 87-0688 

Contains Malthus's review of economic doctrine. 
Organized primarily around die meaning and usage 
of key terms by individual authors, but does con- 
sider some theoretical problems and develops 
some of Malthus’s own ideas, including those on 
aggregate demand, measuring value over time, and 
Say’s laws. States the object of the book is to "draw 
attention to an obstacle in the study of political 
economy," namely the differences of opinion 
among the political economists, and to set forth 
the foundation for a "correct definition and applica- 
tion of terms.” After a brief presentation of the 
rules for definition and application of terms, exam- 
ines the use of concepts by the Physiocrats, Adam 
Smith, M. Say, David Ricardo, James Mill, James 
Ramsey McCulloch, and an anonymous writer on 
value. The last two chapters present definitions 
and commentaries on them. No index. 

Malthus, Thomas Robert. An essay on the principle 
of population or a view of Us past and present 
effects on human happiness. Reprint of seventh 
edition. Reprints of Economic Classics series. Fair- 
field, N.J.: Kelley, [1796 . . .1672] 1966. Pp. xv, 
551. $39.50. ISBN 0-678-00638-6. 

JEL 87-0689 

Historical examination of the effects of the princi- 
ple of population on the state of society, in the 
attempt to give ft a more “practical and permanent 
interest.’’ The four books in the volume generally 
discuss checks to population in die past in the less 
civilized parts of the world, checks in then modern 
Europe, expedients to treat the evils of popu l ation 
growth, and future prospects for mitigating the 
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principle of population, Includes prefixes to the 
second and fifth editions. Index. 

Malthus, Thomas Robert. Principle * of political 
economy: Considered with a view to their practical 
application. Reprint of second edition. With an 
introduction by Morton Pacun. Reprints of Eco- 
nomic Classics series. Fairfield, N.J.: Kelley, 
[1820, 1836] 1986. Pp. liv, 446. $39.50. ISBN 0- 
678-00038-7. JEL 87-0690 

Reprint of the second edition is preceded by a 
discussion of Malthus's Principle* and the Classical 
Tradition written by Morton Paglin in 1964. Text 
deals with topics such as the definition of wealth 
and productive labor; die nature, causes, and mea- 
sures of value; the rent of land; the wages of labor; 
the profits on capital; the distinction between 
wealth and value; and the progress of wealth. In- 
dex. 

Marx, Karl and Engels, Frederick. Karl Marx, 
Frederick Engel*. Collected Work*. Volume 22. 
Marx and Engels: 1870-71. New York: Interna- 
tional; London. Lawrence and Wishart; Moscow: 
Progress in collaboration with the Institute of 
Marxism-Leninism, Moscow, 1986. Pp. xxxiv, 785. 
$15.00. ISBN 0-7178-0522-0. JEL 87-0691 
Contains eighty-two works by Marx and Engels, 
seventeen published in English for the first time. 
Covers works written between the latter half of 
July 1870 and the end of October 1871. Includes 
most of their articles, statements, and letters to 
newspapers directly connected with their guidance 
of the International. Contains, among other items, 
die First and Second Addresses to the General 
Council of the International Working Men's Associ- 
ation on the F rawx>- Prussian War. “Notes on the 
War" covers the fifty-nine items by Engels on the 
Franco- Prussian War and published in The Pall 
Mall Gazette. Other items indude The Civil War 
in France, a basic work on scientific communism; 
and documents, including speeches by both Marx 
and Engels at the 1871 London conference of the 
International. Various editorial corrections have 
been included, such as spelling, titles, and geo- 
graphical descriptions Name, subject, quoted and 
mentioned literature, and periodical indexes. 

Marx, Karl and Engels, Frederick. Karl Marx. 
Frederick Engels. Collected Works. Volume 28. 
Karl Marx: 1967-61. Translated by Ernst Wan- 
cermann. New York; International; London; Lew; 
renoe and Wishart; Moscow; Progress in coOabora- 
tion wttfa the Institute of Marxism-L en i n is m , 
Moscow, 1966. Pp. xxvti, 590. $15.00, ISBN O- 
7I78-0628-X. JEL 87-0692 


The first of two volumes covering Marx’s eco- 
nomic works written during 1857-61. Presents 
Marx's economic manuscripts, written during 
1857-58, representing a rough version of Capital 
and economic writings that immediately preceded 
it. This volume includes; “Bsstiot and Carey” and 
the "Introduction” and preliminary installments of 
the Outline* of the Critique of Political Economy 
(Grundrisse), including chapters on money and 
capital. Editorial changes are included, such as 
completing sentences of the original manuscripts, 
grammar, and incidental insertions. Name, quoted 
and mentioned literature, periodical, and subject 
indexes. 

Mun, Thomas. England's treasure by /arraign trade. 
Reprints of Economic Classics series. Fairfield, 
N.J. ; Kelley. [1664] 1986. Pp. vUi, 88. $15.00. 

JEL 87-0693 

A treatise to the Right Honorable Thomas, Earl 
of Southhampton, High Treasurer of England, as 
a discourse on the importance of foreign trade by 
a seventeenth-century London merchant. Dis- 
cusses topics such as the qualities required by a 
perfect merchant of foreign trade; the importance 
of foreign trade as the means for augmenting a 
nation’s wealth; how to increase exports and de- 
crease imports; the futility of trade prohibitions; 
die errors of debasing currency; the role of mer- 
chants in foreign trade; the role of bankers; bow 
revenues can be increased; and how to examine 
balances of trade. Concludes that foreign trade is 
the source of revenue for the King, supplies wants, 
enhances employment, and becomes the "terror 
of our enemies. " Supports policies to increase trade 
and protect it from foreign injuries. No index. 

Petty, Sir William. The economic writings of Sir 
William Petty, together with the observations upon 
the bills of mortality mote probably by Captain 
John Graunt Two volumes in one. Edited by 
Charles Henry Hull. Reprints of Economic Clas- 
sics series. Fairfield, N.J.: Kelley, [1890| 1986. 
Pp. xci, 700. $57.50. ISBN 0-678-00029-8. 

JEL 87-9695 

Collection of Petty's economic and statistical 
writings. Texts are those of best published edition, 
with original paging indicated. Some selections 
represent original authentic manuscripts. Notes 
are confined mainly to economic or biographical 
aspects of the topics being discussed. A lengthy 
introduction coven Petty’s life from the perspec- 
tive of events and their bearing on it Bibliography 
of the printed writings of Petty, including a supple- 
ment List of books and manuscripts used. The 
editor is at Cornell University. Index. 
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Rcyitibard, Murray N., ed. The review of Austrian 
economics. Volume 1. Lexington, Mass, and To- 
ronto: Heath, Lexington Books, 1987. Pp. xiii, 246. 
$30.00. ISBN 0-660-12892-9. JEL 87-0696 
Hie first volume of a new annua] series promot- 
ing the development and extension of Austrian eco- 
nomics and the analysis of contemporary issues in 
the mainstream of economics from an Austrian per- 
spective. Defines Austrian economics as the body 
of theory 'founded by Carl Menger in his 1871 Prin- 
ciples of Economics. Current volume contains nine 
essays, two review essays, and five book reviews. 
Essays include: the inflationary chaos ahead: why 
subjectivism is emphasized by Austrians; von 
Mises approach to wages, prices, and employment, 
and his concern about the later neo-Keynesianism; 
a critique of monetarist and Austrian doctrines on 
the utility and value of money; the cases of Schum- 
peter and Hansen breaking out of the Walrasian 
Box; a review of two forgotten articles by von Mises 
on the rationality of Socialist economic calculation; 
conceptual problems and implications of rent seek- 
ing; Austrian perspectives on Keynesian fiscal pol- 
icy and the recovery of die 1930s; and GNP, PPR 
(private product remaining with producers), and 
the standard of living. Rothbard is the S.J. Hall 
Distinguished Professor of Economics at the Uni- 
versity of Nevada, Las Vegas. No index. 

Ryan, Christopher K. Harry Gunnison Brown 
Economist. A Westview Special Study. Boulder, 
Colo, and London: Westview Press, 1987. Pp. xv, 
179. *23 50, paper. ISBN 0-8133-7355-7. 

JEL 87-0697 

Presents Brown's (1880-1975) career highlight- 
ing his views and contributions to economics. Sets 
the scene of Brown's earlier years by surveying 
views on land as a factor of production. Presents 
Brown's views on capital and interest theories. Re- 
views Brown’s attitudes on Keynesianism, business 
cycles, monetarism, macroeconomic policies, and 
the Depression. Coven Brown’s view of taxes on 
goods, labor, capital and profits, and land value 
taxation. Examines Brown’s writings on railroad 
rates and public utility pricing, and international 
trade and finance. Comments on his professional 
career as an educator and writer of textbooks. Con- 
cludes with Brown’s reaction to Marxist, institu- 
tionalist, and Georgist claims in political economy 
and an evaluation of his position in the profession. 
Ryan is an instructor of economics at Coe and Cor- 
nell Colleges. Index. 

Wxsa, Sidney. Socialism in England. Third edition. 
Aldershot, England and Brookfi el d, Vt. : Gower, 
(1890, 1883] 1967. Pp. lvi, 136. $41.96. ISBN 0- 
566-06144-3. JEL 87-0098 


Originally prepared at the request of the Ameri- 
can Economic Association and first published in 
its series of monographs in 1889 to present an ac- 
count of the development of Socialism. Begins with 
the development of the socialist ideal and the influ- 
ence of Socialism in English public life. Describes 
the rise of the English socialist movement, the 
English socialist organizations and socialism in the 
churches and universities. Describes socialism in 
political economy, noting the evolution of socialist 
thought in economic literature. Concludes with a 
discussion of parliamentary and municipal social- 
ism, giving numerous examples, and an examina- 
tion of socialism in politics, reviewing demands 
of the English Socialist Party. Introduction to this 
edition by H. B. Acton (University of Edinburgh). 
Index. 

See also: Book Numbers JEL 87-0668 , 87-0762. 87- 
0788 

040 Economic History 

Berend, Ivan T. The crisis zone of Europe: An inter- 
pretation of East-Central European history in the 
first half of the twentieth century. Translated by 
Adrienne Makkay-Ciiambkrv Cambridge; New 
York and Melbourne: Cambridge University Press, 
1986. Pp. viii, 106. $24.95. ISBN 0-521-32089- 
5. JEL 87-0699 

Translation of the Hungarian edition of the au- 
thor’s Ellen McArthur Lectures delivered at Cam- 
bridge University in the autumn of 1984. The lec- 
tures consider the consequences of the disparity 
in modernization between Western Europe and 
East-Central Europe in the twentieth century and 
especially in the interwar years. A central theme 
is how the Central and Eastern European coun- 
tries’ feeling of being pushed to the periphery pre- 
pared the ground for the revolt against liberalism, 
the free-market economy, parliamentary democ- 
racy, and the rationalism of the Western world 
and took the form of the Bolshevik revolution, na- 
tional revolutions, and right-wing radicalism. Spe- 
cific topics include: the failures of economic, social, 
and national development; ideological-cultural 
revolution; different modes of social revolt after 
World War I; and the arts in the period of crisis 
and fascism. Be rend is at Kart Marx University of 
Economics, Budapest. Index. 

Broadberry, S. N. The British economy between 
the wars: A macroeconomic survey. Oxford and 
New York: Blackwell, 1966. Pp. 180. $39.95. ISBN 
0-631-15001-3. JEL 87-0700 

Re-examines the experience of interwar Britain 
using the standard aggregate demand/aggregate 
supply framework of macroeconomics. Analyses 
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the traditional themes of interwar economic his* 
tory, integrating more recent quantitative research 
on the subject. Considers consumption, invest- 
ment, exports and imports, money demand, wages, 
prices, employment, unemployment, government 
policy with regard to the exchange rate, tariffs, 
monetary policy, fiscal policy, and supply side mea- 
sures. The general conclusion is that the United 
Kingdom was stuck in a position of unemployment 
equilibrium and the government could do little 
about it because of a lack of both international and 
domestic cooperation. Broad berry is a lecturer in 
economics at University College, Cardiff. Index. 

Crouch, David. The Beaumont twins: The roots and 
branches of power in the twelfth century. Cam- 
bridge Studies in Medieval Life and Thought, 
Fourth Series. Cambridge; New York and Mel- 
bourne: Cambridge University Press, 1986. Pp. 
xxi, 242. $39.50. ISBN 0-521-30215-3. 

JEL 87-0701 

A study of the wealth and power of the Beaumont 
twins — Waleran of Meulan and Robert iff Leices- 
ter. Part 1 is a biographical account covering the 
period 1 1 18-68 and dealing with die reign of Henry 
1, Stephen of Blois, and the association of the twins 
with Plantagenets and Capetians. Part 2 analyzes 
the sources of the twins’ wealth and power and 
the causes of their effectiveness and their ineffec- 
tiveness at exercising power. Covers the honorial 
baronage, administration, revenues, and the 
church and the wider world. Bibliography; index. 

Davis, Lance E. and Huttenback, Roberta. Mam- 
mon and the pursuit of Empire: The political econ- 
omy of British imperialism, 1860-1912. With the 
assistance of Susan Gray Davis. Cambridge; New 
York and Melbourne: Cambridge University Press, 
1986. Pp. x, 394. $47.50. ISBN 0-521-23611-8, 

JEL 87-0702 

Economic and political history that uses clio- 
metric research to study die profitability of the 
British empire in the five decades preceding World 
War I and identify the major players in the imperial 
game. Focuses on die effect of the imperial system 
on Britain, the role profits may have played in 
motivating political policies designed to continue 
and strengthen imperial ties, the rate of return 
on Empire investment, the flows of capital that 
underwrote those returns, the costs of maintaining 
or expanding the Empire, the groups that paid 
the costs, and those that reaped the economic ben- 
efits. Major findings are that probably at no time, 
and certainly not after the 1870s, were Empire 
profits sufficient to underwrite British prosperity 
and that the middle data bore far more than its 
share of the imperial subsidy and did not share 


equally in the benefits/profits which accrued 
largely to the upper dess. Davis is Mary Stillman 
Harkness Professor of Social Sciences, California 
Institute of Technology. Huttenback is Chancellor 
and Professor of History, University of California, 
Santa Barbara. Bibliography; index. 

Dickman,. Howard. Industrial democracy in Amer- 
ica: Ideological origins of national labor relations 
policy. La Salle, HI.: Open Court, 1967. Pp. xiii. 
445. Paper. ISBN 0-8126-9006-7. JEL 87-0703 
Presents a history of the ideas leading to labor 
relations policies of the 1930s and the present. Ex- 
plains and reexamines the reasons put forth in favor 
of unionism to explain why collective bargaining 
became favored over individual bargaining and to 
account for the unique structure — majority rule 
unionism — in the United States. Discusses topics 
such as the rise iff individualistic economic policy, 
the movement from criminal conspiracy to free as- 
sociation , labor’s lack of power under competition, 
syndicalism, industrial democracy and socialism, 
the beginning of collective bargaining theory, die 
economy of high wages as an approach to industrial 
democracy, pluralist models of industrial demo- 
cratic reform, and the promise of American life. 
Concludes with a discussion of American industrial 
democracy from 1933 to 1947, surveying the prece- 
dents for the Wagner Act, the debate over provi- 
sions of that law, and the Supreme Court interpre- 
tations of exclusive representation. Index. 

Ehk.tukm, Charlotte. British industrialists Sled 
and hosiery, 1850-1950. Reprint. Aldershot. En- 
gland and Brookfield, Vt. ; Gower in association with 
the London School of Economics and Political Sci- 
ence, [1959] 1966. Pp. xxi, 276. $54.00. ISBN 0- 
566-05141-8. JEL 87-0704 

A historical study of the changes in the social 
origins and career patterns of approximately 631 
men who headed firms in the British steel and 
hosiery industries for nearly a century (1865-1953). 
Inquiry for steel covers firms in England. Scotland, 
and Wales; whereas the Nottingham area was the 
focus for hosiery. Criteria for selection of personali- 
ties included active, managing partners, chairmen 
of limited companies, vice and deputy chairmen 
of limited companies, managing directors of limited 
companies, other executive directors, and general 
managers of large partnerships or sale proprietor- 
ships. Examines Hie social origins of the industries' 
leaders, referring to fathers o ccup a ti o n , place of 
birth, education, marriage, p e erag e s , age and 
length of service, and e xp eriences. Also diacus s ei 
the innovators and introducers of new techniques 
in tbeae industries. Also analyses the public com- 
pany and its social origins and career pat terns , 
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Erickson Is Lecturer in Economics and History at 
the London School of Economics and Political Sci- 
ence. Names, companies, and general indexes. 

Evans, Richard J. and Geary, Dick, eds. The Ger- 
man unemployed: Experience! and consequences 
of mass unemployment from the Weimar Republic 
to the Third Reich. New York: St. Martin’s Press, 
1067. Pp. xviii, 314. 939.00. ISBN 0-312-00096- 
7. JEL 87-0705 

Eleven original essays by British and German 
historians examine unemployment in the Weimar 
Republic. Papers address issues such as which 
groups were affected most severely, the effective- 
ness of welfare schemes, the impact on fueling so- 
cial and political unrest, the role of unemployment 
in the collapse of the Republic and the rise of Hit- 
ler, and the attempt of the Nazis to solve the prob- 
lem. The introduction presents a general survey 
of unemployment during the Weimar period, fo- 
cusing on fluctuations in its rate, the groups af- 
fected, and the government’s response, emphasiz- 
ing social and political consequences. Subsequent 
papers address unemployment and demobilization 
after World War I; welfare and social insurance, 
1916-27; unemployment insurance and compul- 
sory labor, 1927-33; working women; youth unem- 
ployment and the state at the end of the Republic; 
social dislocation and political mobilization, 1929- 
33; unemployment and working class solidarity, 
1929-33; and the Third Reich work-creation 
schemes. Evans is Professor of European History 
at the University of East Anglia. Geary is Senior 
Lecturer and Head of German Studies at the Uni- 
versity of Lancaster. Index. 

Glynn, Sean and Booth, Alan, eds. The road to 
full employment. London; Winchester and North 
Sydney: Allen and Unwin, 1967. Pp. iz, 214. 
926.99, doth; 914.95, paper. ISBN 0-04-330361- 
7, pbk. JEL 87-0706 

Thirteen essays explore the causes and conse- 
quences of the British interwar unemployment 
problem so as to shed light on contemporary prob- 
lems. Seven essays in part 1 analyze -the interwar 
unemployment problem in a multi-disciplinary 
manner, using economic, political, and social ap- 
proaches. Six essays in Part 2 deal with policy is- 
sues, including Keynes's influence in the interwar 
yean; treasury attitudes toward unemployment; 
the Lack of e mer ge nce of a coherent industrial pol- 
icy; die attitude of She Labour Party; reasons for 
policy failures; and the e m e rg ence of the govern- 
ment commitment to full employment during 
World War II. The contributors are mainly econo- 
mists. Glynn k Senior Lecturer in Economic and 
Social History at the University of Kent. Booth is 


Lecturer in Economic and Social History at the 
University of Sheffield. Bibliography; index. 

Goodhart, C. A. E. The business of banking, 1891- 
1914. Reprint. Aldershot, England and Brookfield, 
Vt.: Gower in association with the London School 
of Economics and Political Science, [1672] 1966. 
Pp. 628. 963.00. ISBN 0-566-05142-7. 

JEL 87-0707 

Provides an analysis and description of the busi- 
ness of banking among the London joint stock 
banks, 1891-1914. Statistical records of banking 
behavior are reviewed in section 1, emphasizing 
three main sources of data — the annual and semi- 
annual balance sheets published by the banks, the 
monthly reports of the London joint stock banks, 
and the unpublished records of the banks. Also 
presents a critique of the accuracy of these data. 
Section 2 presents a description of the business 
of banking during the same period. Focuses on 
how the large London joint stock banks functioned 
within the context of the given structural setting, 
discussing aspects such as portfolio practices, de- 
terminants of the volume of deposits and liabili- 
ties, and changes in the volume of particular assets. 
The last section discusses the banking system and 
the gold standard, concluding that the classical 
analysis, which attributes a monetary explanation 
to the trade cycle and to the international adjust- 
ment, is not substantiated in the case of Great 
Britain. Goodhart has been a lecturer at Cam- 
bridge and the London School of Economics. Bibli- 
ography; bank and general indexes. 

Hacken, Richard D., compiler. Central European 
economic history from Waterloo to OPEC, 1815- 
1975: A bibliography. Bibliographies and Indexes 
in Economics and Economic History series, no. 
6. New York and London: Greenwood Press, 1987. 
Pp. xviii, 270. 945.00. ISBN 0-313-25460-5. 

JEL 87-0708 

A bibliographic guide to the economic history 
of Central Europe. Restricted mainly to the Ger- 
man-speaking areas of Central Europe, but selec- 
tively coven mixed-language areas like Hungary, 
Bohemia, and Silesia. Contains more than 5,300 
entries divided into five sections detailing the his- 
tory of economic conditions, agriculture, industry, 
business and commerce, and finance. Each section 
is ftirtber subdivided geographically and chrono- 
logically. Hacken is European Studies bibliogra- 
pher at Brigham Young University. Author index. 

Han dun, Oscar and Handun, Mary Plug. Com- 
monwealth: A study of the role of gov ernm ent in 
the American econom y : Massachusetts, 1774-1861. 
Reprint of the revised e di tion. Cambridge, Mass. 
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and London: Harvard Univenity Press, Belknap 
Press, [1947] 1966. Fp. xvii, 314. 120.00, doth; 
18.96, paper. ISBN 0-674-14661-3, pbk. 

JEL 87-0706 

Concerned with the evolving picture of the rela- 
tiona between the system of government and pro- 
duction and the resulting institutional characteris- 
tics. Begins historical review with the inception 
of the state. Views the Revolution as an opportunity 
for the people to reconsider the nature of govern- 
ment and formulate a new set of assumptions on 
which they wished state government and the econ- 
omy to rest. Examines the origins of the coopera- 
tion and the role of government before 1820, as 
well as up to the Civil War. Discusses the founda- 
tions of political power and its consolidation, be- 
havior to encourage industry and commerce, the 
Commonwealth and corporations, the law of pri- 
vate rights, acquiescence as state policy, social 
disorganization and economic policy, liberal hu- 
manitarian ism, and the reform state. The 1069 edi- 
tion was thoroughly revised. Documentary ap- 
pendices; index. 

Jones, Geoffrey. Banking and empire in Iran: The 
history of the British Bank of the Middle East. 
Volume 1. Research by Frances Bostock. Grigori 
Gerenxtein. and Judith Nichol. Hongkong Bank 
Group History Series. Cambridge; New York and 
Melbourne: Cambridge Univenity Press, 1986. 
Pp. xxiv, 418. 475.00. ISBN 0-521-32322-3. 

]EL 87-0710 

Business history of the British Bank of the Mid- 
dle East and its role in both British overseas bank- 
ing and banking in the Middle East. Volume 1 
recounts the history of die Bank from its foundation 
as the Imperial Bank of Persia in 1889 through 
1652, when its present name was adopted and it 
left its primary area of business, i.e., Iran. Dis- 
cusses its activities and bonkers from its beginnings 
through the two world wars up to the severance 
of British diplomatic relations with Iran in 1952. 
Sources include the Bank's archives as well as inter- 
views with current and former members of the 
Bank's staff. Jones is Lecturer in Economic His- 
tory, London School of Economics. Select Bibliog- 
raphy; index. 

Kune, Andreas. Civil tenant* and the politics of 
inflation in Germany, 1914-1934. Veri&odichun- 
gen der Histodscben Kom mission zu Berlin, Band 
86. Be i trl g e zu Inflation und Wiederaulbau in 
Deutschland und Europa 1914-1624, Band 7. Ber- 
lin and New York: de Gruyter, 1986. Pp. xix, 427 . 
864.50. ISBN 0-86625-222-2. JEL 87-0711 

Argues that the economic and social impact of 
inflation from 1914-24 facilitated the entry of civil 


servants into a modem type of interest politics 
which, in turn, increased the influence that civil 
service associations were able to exert on the con- 
duct of economic and social policies in the early 
1920s. Examines and documents the social history 
of German civil servants as a social group, during 
World War I and the postwar period of reconstruc- 
tion that included the revolution of 1918-16 and 
the founding years of the Weimar Republic. The 
epilogue discusses the importance of these devel- 
opments for Weimar democracy, the Nazi years, 
and collective bargaining and negotiating patterns 
in modem day German labor relations and policies. 
Kunz it with the Institute for Economic and Social 
History, Free University of Berlin. Bibliography; 
subjects, geographic names, and persons indexes. 

Lancton, John and Morris, R. J., eds. Ada* of 
industrializing Britain , 1790-1914. London and 
New York: Methuen, 1966. Pp. xxx. 246. 427.00, 
doth; $14.%, paper. ISBN 0-416-30300-5. pbk. 

JEL 87-0712 

An atlas, including thirty-one descriptions and 
almost 400 maps tracing the economic, social, and 
political development of England between 1780 
and 1614. Reviews trends and changes in the physi- 
cal environment, papulation, regional structure, 
agriculture, rural settlements, wages, power, 
transport, trade, different industries that played 
important roles in England's economic develop- 
ment, services, wealth, poverty, urbanization, la- 
bor protest and unionization, sport, languages, 
popular institutions, education, religion, and the 
electoral system. The contributors are mainly eco- 
nomic historians, historians, and geographers. 
Langton is Fellow in Geography, St. John's Col- 
lege. University of Oxford. Morris is a member 
of the Department of Economic and Social History 
at the University of Edinburgh- Bibliography; no 
index. 

[Las lett, Peter] The world we have gained; Histo- 
ric* of population and tocia l structure. Essays pre- 
sented to Peter Ladett on his seventieth birthday. 
Edited by Lloyd Bon field. Richard M. Smith, 
and Ketth WmcirrsoN. Oxford and New York: 
Blackwell. 1986. Pp. x. 421. $60.00. ISBN 0-631- 
13871-4. JEL 87-0713 

Fifteen essays written by colleagues of Peter Ua- 
left in recognition of hb influence on social history 
and, in particular, his emphasis on connections be- 
tween the past and present in national hi sto riog- a - 
phies and historical sociology. Topics include: so- 
cial structure in early modem and late nineteenth- 
century England; regional and focal variations in 
European illegitimacy, family structure fe cundity 
and the link betwe en marriage and inh e ritan c e ; 
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maternal mortality in preindustrial England and 
Western Europe; the nature of change in marriage, 
courtship, occupational structures in late medieval 
and early modem times; the social order of early 
modem England; welfare and the historians; and 
the genesis of experimental history. The contribu- 
tors are mainly historians. Until he retired, Laslett 
was Reader in Politics and the History of Social 
Structure at Cambridge University. Index. 

Leshv, John D. The mining law: A study in perpetual 
motion. Washington, D.C.: Resources for the Fu- 
ture; distributed by Johns Hopkins University 
Press, Baltimore and London, 1987. Pp. xvi, S21. 
ISBN 0-915707-26-8. JEL 87-0714 

Study of die origin, implementation, evolution, 
and future of the Mining Law of 1872. Notes the 
Law’s longevity and how the original version differs 
from the modem mineral industry practices and 
contemporary land practices. Presents a history iff 
the West, with mining law as its focus, including 
actors such as judges, governors, politicians, ad- 
venturers, and hustlers. Examines why the 114- 
year-old Law has survived. Argues that the Law 
has been reformed numerous times over the years 
by legislative amendment, executive implementa- 
tion, and judicial interpretation. Also finds that 
various pressures for reform have tended to cancel 
out each other. Finds that efficient mineral devel- 
opment and environmental quality are not served 
well by the continued existence of the Law. Dis- 
cusses origins of the Law, the Law itself, the de- 
cline of free access, the Law in operation, evolution 
of the law of discovery, current policy and applica- 
tion of the law of discovery, problems of scale, 
activities to protect die environment, problems of 
the wilderness, role of the executive and the courts 
in administering the Law, reforming the Law, leas- 
ing alternative, and prospects for change. Leshy 
is Professor of Law at Arizona State University Col- 
lege of Law. Nome and subject indexes. 

Mackennet, Richard. Tradesmen and traders: The 
world of the guilds in Venice and Europe, c. 1250- 
c.1850. Totowa, N.J.: Barnes 6c Noble Books, 
1967. Pp. xvi, 289. 129.95. ISBN 9-389-20701-2. 

JEL 87-0715 

Examines guilds as the component units of medi- 
eval polity. Studies guilds over a period of lour 
centuries in an attempt to reassess die importance 
of a generally neglected institution, especially in 
die context of its influence on the dty of Venice. 
ReviwMeoeptod views on guilds of medieval times 
and mdy modern Europe. Each chapter contains 
a i ijMaislli i essay which offers general ideas 
abowthe uniqueness of the Venetian guilds and 
the «fe of guilds in urban European life from the 


13th to the 17th centuries. Uses cities such as Flor- 
ence, London, Lyon, Antwerp, and Amsterdam 
for comparisons. Presents a broad perspective of 
guilds — their relationship to medieval policy, 
Christian brotherhood, enterprise, festive spirit 
and public life, the Counter-Reformation, and war. 
Mackenney is Lecturer in History at the University 
of Edinburgh. Bibliography; index. 

[Penrose, Ernest F.] Japan and world depression: 
Then and now. Essays in memory of E. F. Penrose. 
Edited by Ronald Dore and Radiia Siniia. With 
assistance from Mari Saxo. New York: St. Martin’s 
Press, 1987. Pp. xxiv, 208. >29.95. ISBN 0-312- 
44054-5. JEL 87-0716 

Eleven essays honoring Emest Penrose (1885- 
1984), who was a professor both in Japan and the 
United States and served both U.S. and interna- 
tional agencies. Selections compare the Japan of 
fifty years ago and today. The opening essay, 
“Memoirs of Japan, 1925-30,” by Ernest Penrose 
reflects on Penrose's first teaching position at Na- 
goya College of Commerce. Other essays discuss 
depressions and protectionism, comparing the 
1930s and 1980s; the major changes in the Japanese 
economy during the interwar period; Japanese 
public opinion and policies on defense and secu- 
rity; Britain’s view of the Japanese economy in the 
1930s; Soviet-Japan e*e relations; Japan’s experi- 
ence in China; and Japan’s relationship with Thai- 
land. Dore is Assistant Director of the Technical 
Change Centre in London and Visiting Professor 
at Imperial College, University of London. Sinha 
is Professor of Political Economy at the University 
of Glasgow. Name and subject indexes. 

Walker, David W. Kinship, business, and politics: 
The Martinet del Rio family in Mexico, 1824-1867. 
Institute of Latin American Studies, Latin Ameri- 
can Monographs series, no. 70. Austin; University 
of Texas Press, 1986. Pp. x, 278. >27.50. ISBN 
0-292-74308-4. JEL 87-0717 

Historical study of the trials and tribulations in 
the realms of business and politics of an important 
family in early national Mexico. Uses primary 
source materials, including private correspondence 
and business records of the family, public notary 
documents, transcripts of judicial proceedings, and 
archives of Mexico’s Ministry of Foreign Relations 
and the British Foreign Office. Uses the family 
history to analyze problems relating to the develop- 
ment of tile newly independent state and society 
in early nineteenth century Mexico. Finds that the 
processes of socioeconomic formation in Mexico 
differed from those in Western Europe and the 
United States, so that entrepreneurial activity bad 
different implications for economic development 
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and dasi formation. Traces family life in Mexico, 
1792-1860; the Martfnez del Rio fiunily, 1830-60; 
and commerce, banking, textiles, and the tobacco 
debt bonds. Presents a historical perspective of 
kinship, business, and politics. Concludes with an 
epilogue on the Martinez del Rio family, 1864- 
1984, indicating that by 1940, die family's eco- 
nomic resources were nearly exhausted. Walker 
is a visiting lecturer at Harvard University. Bibliog- 
raphy; index. 

See also: Book Numbers JEL 87-0709, 87-0721. 87- 
0727, 87-0747, 87-0926 

050 Economic Systems 

Buick, Adam and Crump, John. State capitalism: 
The wages system under new management. New 
York: St. Martin’s Press, 1986. Pp. ix, 165. $29.95. 
ISBN 0-312-75619-4. JEL 87-0718 

Argues that capitalism is a worldwide system of 
commodity production based on wage labor and 
that the level of production throughout the world 
is determined by the need of productive enter- 
prises to compete on the world market. Contends 
that it is impossible for capitalism and socialism 
to coexist. The substitution of state ownership for 
private ownership does not mean the abolishment 
of capitalism, but only that part of the capital has 
been incarnated by the state; therefore, even Rus- 
sia and China are state capitalist rather than social- 
ist countries. Examines state capitalism in its West- 
ern form of selective nationalization, particularly 
in Britain. Traces the origins of Russian state capi- 
talism to the 1917 revolution and to the ideology 
of Vladimir Lenin. Presents an alternative to capi- 
talism — a classless world society without exchange, 
where all goods and services would be produced 
for use only and would be distributed free directly 
to the people so that each person’s needs are folly 
satisfied, with capital and land belonging to the 
people. Buick is a civil servant with the Commis- 
sion of European Communities in Luxemburg. 
Crump is Lecturer in Politics at the University of 
York. Bibliography; index. 

Comisso, Ellen and Tyson, Laura D’ Andrea, eds. 
Power, purpose, and collective choice: Economic 
strategy in socialist states. Cornell Studies in Polit- 
ical Economy series. Ithaca and London; Cornell 
University Press, 1966. Pp. 422. $39.50, doth; 
$14.96, paper. ISBN 0-8014-9435-4, pbk. 

JEL 87-0718 

Fourteen papers, moat of which first appeared 
in the Spring 1966 issue of the Journal International 
Organisation (Vol. 40, no. 2), analyze the foreign 
economic strategies of the European members 


(particularly Romania, Hungary, East Germany, 
and Poland) of the CMEA. Focuses on the connec- 
tion between economic policy choices and the way 
in which political elites that make the choices stay 
in power. Specific topics indude: state structures, 
political processes, and collective choice in CMEA 
states; the debt crisis and adjustment responses 
in Eastern Europe; the political economy of the 
CMEA; the historical evolution of Eastern Europe; 
economic strategy of specific CMEA states; and 
comparison of adjustment responses to interna- 
tional economic disturbances between CMEA 
members and Yugoslavia and East Asian, Latin 
American, and Mediterranean Basin NIC*. The 
concluding paper compares state structures and 
political processes within and outside the CMEA. 
The contributors are mainly economists and politi- 
cal scientists. Comisso is Associate Professor of Po- 
litical Science, University of California, San Diego. 
Tyson is Associate Professor of Economics. Univer- 
sity of California. Berkeley. No index. 

Downy, Edwin, ed. Marxist policies today: In social- 
ist and capitalist countries. St. Lucia, Queensland; 
London and New York: University of Queensland 
Press, 1986. Pp. viii, 234. $34.50. ISBN 0-7022- 
1927-4. JEL 87-0720 

Ten essays by contributors from Australia, Eu- 
rope, and North America focus on the usefulness 
of Marxist ideas and methods in dealing with mat- 
ters of practical policy. The majority of the papers 
were given at a 1963 seminar at the University of 
Queensland marking the hundredth anniversary 
of the death of Karl Marx. Essays dismiss Marxist 
analysis of capitalism in Australia, the legacy of 
Marx in the West German trade union movement, 
policy formation and Marxist reformism, the rise 
and fall of Marxist ideology in communist coun- 
tries, Chinese Marxist thinking since 1978, Marx- 
ian law of value under Socialism, Marxism and edu- 
cation, Marxism and feminism, and class, 
hegemony, and the state in recent Marxist ap- 
proaches to the sociology of sport. Approach is mul- 
tidisciplinary. Dowdy is Associate Professor of So- 
ciology at the University of Queensland. Index. 

Encus, Karel. An essay on economic systems: A 
teleological approach. Translated by Ivo Mora- 
vcik. East European Monographs, no. CCI. 
Boulder, Cob.: East European Monographs and 
Czechoslovak Society of Arts and Scien ce s; dis- 
tributed by Columbia University Press, New York, 
[1946] 1986. Pp. xxviii, 153. $20.00. ISBN 0- 
88033-095-3. JEL 87-0721 

Translation from die Czechoslovak of Engks s 
Economic Systems (1946) with a new in tr od u ction. 
Presents a theoretical analysis of the relationship 
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between socio-political frameworks and economic 
doctrines, and their implications for economic pol- 
icy and specific economic developments. Con- 
cerned with a specific stage of economic develop- 
ment in which a modern political state has attained 
maturity and assumed the function of regulating 
the nation’s economic problems. Begins with a dis- 
cussion of the polarity of economic systems — span- 
ning the range from individualism to solidarism. 
Describes the capitalist and cooperative systems 
and the solidarUt economy. Discusses elements 
of economic systems, mired systems, economic 
systems and ethics, the moral nature of mankind, 
legal order, theory of the state, controlled econo- 
mies, transformation of capitalism, economic sys- 
tems and international trade, the formal political 
structure of the state, planned economics and so- 
cialism, and international solidarism. Finds a role 
for both individualism and solidarism, the former 
to stimulate progress through competition and the 
latter to implement the former to eliminate poverty 
and provide for a balanced development. The late 
Karel Engl is was Professor of Economics and Uni- 
versity Rector at Charles University in Prague. 
Bibliography of Englis's writings. No index. 

Coodall, Francis. A bibliography of British busi- 
ness histories. With an introduction by Geoffrey 
Jones et al. Aldershot, England; Brookfield, Vt.; 
Hong Kong andSydney: Gower, 1987. Pp. 638. 
*95.00. ISBN 0-566-05307-1. JEL 87-0722 
An introduction describing business history, its 
nature, new directions, and methodology is fid- 
lowed by a user's guide, a standard industrial classi- 
fication scheme, bibliographies, libraries and ab- 
breviations. Major portion of volume consists of 
an author index followed by a company index and 
an industrial classification index. The bibliography 
contains a range of materials relating to U.K. com- 
panies of the past and current centuries, including 
some based in England but operating mainly over- 
seas, and foreign firms based in Britain. The author 
index is arranged alphabetically and includes au- 
thor’s name, title citation, comment about contents 
such as pages and illustrations, SIC classification, 
firm, and source library. Author index also includes 
cross reference SICs. The company Index lists com- 
panies by name and the SIC index brings together 
all companies in the same industry. Coodall was 
assoriatod with the London School of Economics 
at the time this volume was prepared. 

Havft, Gxorcxs. Aspects of international socialism, 
1871-1914. Essays by Georges Haupt. Translated 
by Perm Fawcett. With a preface by Euc Hoas- 
BAwa^j Studies in Modem Capitalism series. Cam- 
bridge-, New York mid Melbourne.' Cambridge 


University Press; Paris: Editions de la Maison des 
Science de t’Homme, 1986. Pp. xvii, 181. *37.50. 
ISBN 0-521-26259-3. JEL 87-0723 

Translation of six papers by the historian Georges 
Haupt (1928-78). Originally published between 
1966 and 1978, the papers examine various aspects 
of the history of European socialism (especially 
during the period of the Second International) and 
revolutionary ideology. Major themes are; the 
groups of labor and socialist party leaders and activ- 
ists and their ideas; the structure and development 
of socialist ideology and its evolution in theoretical 
and political debate; and the interaction between 
theory, doctrine, and program as historical reality 
changed. Specific topics are: from Marx to Marx- 
ism; the commune as symbol and example; the 
role and influence of German social democracy in 
Southeast Europe; international leading groups in 
the working class movement; Lenin, the Bolshe- 
viks, and the Second International; and Lenin’s 
views on war and revolution. Index. 

Hibbs, Douglas A., Jh. The political economy of 
industrial democracies. Cambridge, Mass, and 
London: Harvard University Press, 1987. Pp. viii, 
327. *37.50. ISBN 0-674-68589-6. 

JEL 87-0724 

Eleven articles published between 1976 and 
1962 examine the political economy of industrial 
democracies. Part 1 deals with industrial conflict, 
its fluctuations, trends, and consequences, focusing 
on strike activity in capitalist democracies. Part 2 
analyzes politics and economics in the United 
States and the behavior of political authorities in 
response to the economic demands to reduce infla- 
tion. The last part deals with comparative and Eu- 
ropean politics and economics, citing examples 
from the United States, United Kingdom, West 
Germany, France, and Sweden. These studies at- 
tempt to assess voter sensitivity to real economic 
performance in relation to their sensitivity to nomi- 
nal economic performance. Hibbs is at the Nationa- 
lekonomiska Institutionen, GOteburg University, 
Sweden. Index. 

Ioffe, OumfiadS. and Jams, Mark W., eds. Soviet 
law and economy. University of Leyden, Docu- 
mentation Office for East European Law, Law in 
Eastern Europe series, no. 32. Norwell, Mass.; 
Dordrecht and Lancaster Kluwer Academic, Mar- 
tinas Nijhoff, 1966. Pp. xii, 335. *74.00. ISBN 99- 
247-3265-4. JEL 87-0725 

Fourteen papers examine Soviet law and econ- 
omy, pinpointing controversy and disagreement. 
Addresses questions such as whether recent 
changes in the legal regulation of die Soviet econ- 
omy signal a move toward economic decentrahxa- 
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tioa or arc merely cosmetic modifications. Hie role 
of law in die Soviet Union, and the effect of Msrx- 
ist- Lenin ideology on contemporary Soviet law and 
economy are also addressed. Papers are divided 
into three parts covering: (1) centralized planning, 
the subordinate role of economic contracts, the 
separation of production from ownership, and the 
possibilities and limits of Soviet economic reform; 
(2) labor law, women in the Soviet economy, per- 
sonal property and its legal implications, legal reg- 
ulations regarding the dissemination of scientific 
and technical information, copyrights and trade- 
marks, crime, and comrades' courts and labor disci- 
pline; and (3) Soviet theory of international law, 
economic, political, and legal aspects of Soviet for- 
eign trade, COMECON and economic law, Polish 
economic law, and Soviet law and foreign scholar- 
ship. Ioffe is Professor of Comparative Law, and 
Janis is Professor of International Law, both at the 
University of Connecticut School of Law. Index. 

Mannan. Muhammad Abdul. Islamic Economics: 
Theory and practice (Foundations of Islamic Eco- 
nomics). Reviled edition. Sevenoaks, Kent, En- 
gland: Hodder and Stoughton for the ltlamic 
Academy, Cambridge, England, distributed by 
Westview Press, Boulder, Colo., [1970] 1966. Pp. 
xvi, 425. $26.50, paper. ISBN 0-8133-0479-2. 

JEL 87-0726 

Revised end updated edition of a book that has 
been reprinted over twelve times since 1970. Pres- 
ents Islamic economic values within die context 
of contemporary economic analysis with special ref- 
erence to the economic problems of Pakistan in 
light of its commitment to welfare state concepts 
based on Islamic ideology. Assumes no prior 
knowledge of either economica or Islamic thought. 
Changes in the new edition indude die addition 
of a new chapter that critiques the operations of 
the Islamic Development Bank and other banks 
along with policy suggestions, an additional intro- 
ductory chapter dealing with pertinent methodo- 
logical issues, and end-of-chapter lists for further 
reading. Examines Islamic Economic Laws, con- 
sumption and consumer behavior, factors of pro- 
duction and the concept of ownership, problems 
and issues in factors of production, distribution of 
income and wealth, price theory, interest-free 
banking in Islam, Islamic banks and investment 
companies, consumption and nooconsumption 
loans, fiscal policy and budgeting, public finance, 
trade and commerce, cooperative insurance, Is- 
lamic and other economic systems, social order,, 
and planning and development Mannan is Profes- 
sor, Islamic Research and Training Institute, Is- 
lamic Deve l opment Bank, Jeddah, Saudi Arabia. 
Index. 


Nolan, Peter and Paine, Suzanne, eda. Rethinking 
socialist economics: A new agenda for Britain. New 
York: St. Martin’s Press, 1986. Pp. viii, 373. 
$37.50. ISBN 0-312-67806-1. JEL 87-0727 
Twenty-one articles presented st s conference 
at Jesus College, Cambridge University, and orga- 
nized by the Cambridge Journal of Economics 
entitled "Towards New Foundations for Socialist 
Policies in Britain.” Pipers present recent 
developments in critical analysis of socialist politi- 
cal-economic principles and policies with the com- 
mon conviction that it is possible to construct a 
participatory democratic society with efficiently 
working economic institutions, which is based nei- 
ther on die unfettered free market nor on compre- 
hensive state administration but on market -socialist 
principles. Topics discussed are: freedom and the 
state (3 papers); planning and markets (2 papers); 
the international setting (3 papers); macroeconomic 
policy (2 papers); industrial, financial, and regional 
policy (3 papers); die structure of work and welfare 
(4 papers); income distribution, wages, and policies 
(3 papers); and what a socialist planned economy 
in Britain would be like (postscript). The contribu- 
tors are mainly economists. Nolan is Lecturer, Fac- 
ulty of Economics and Politics, University of Cam- 
bridge and Fellow of Jesus College, Cambridge. 
The late Suzanne Paine was Lecturer, Faculty of 
Economics and Politics, University af Cambridge 
and Fellow of Clare College. No index. 

Sender, John and Smith, Sheila. The development 
of capitalism in Africa. London and New York: 
Methuen. 1986. Pp. d. 177. $33.00, doth; $16.96, 
paper. ISBN 0-416-37740-8. pbk. JEL 87-0738 
Focuses on the identification and analysis of so- 
cial and economic change in sub-Saharan Africa. 
Main attention is given to internal changes, partic- 
ularly changes in social relations of production. An- 
alyzes the impact of trade with advanced capitalist 
countries during the colonial period on the growth 
of the domestic market in Africa. Examines the 
process whereby a free market for wage labor de- 
veloped in colonial Africa. Discusses the links be- 
tween state intervention, successful import-substi- 
tuting industrialization and export growth, and the 
potential and positive effects of state intervention 
in post-colon id Africa. Provides an account of the 
reasons for the economic stagnation and regression 
in certain African countries. Geoerdixahons are 
baaed on a review of data and res e a r ch for Ethiopia, 
Chans, Ivory Coast, Kenya, Malawi, Mozambique, 
Nigeria, Senegal, Tanzania, Zambia, and Zim- 
babwe. Sender is Assistant Director of Develop- 
ment Studies, University of Cambridge. Smith is 
Lecturer in Economics at the University of Sushi. 
Bibliography; index. 
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See alto: Book Numbers JEL 87-0683, 87-0701, 87- 
0719 , 87-0764, 87-0790, 87-0792 

100 Economic Growth; Development; 
Manning; Fluctuations 

110 Economic Growth; Development; and 
Planning Theort and Policy 

Bose hup, Ester. Woman's role in economic develop- 
ment, Second edition. Aldershot, England and 
Brookfield, Vt. : Cower in association with the Lon- 
don School of Economics and Political Science, 
[1070] 1986. Pp. 283. >41.95. ISBN 0-566-05139- 
7. JEL 87-0729 

Examines the difference in work conditions be- 
tween the sexes in countries that are in the process 
of economic development. Second edition contains 
a new preface. [See JEL no. 71-0382 for annotation 
of the first edition. For review see JEL, Volume 
10, issue no. 2 (June 1972) pp. 463-4.] Argues 
that, during this process, the need arises for better 
education and training not only of men, but also 
of women, if the society is to (unction efficiently. 
Considers differences in the village (male and fe- 
male fanning systems, the economics of polygamy, 
loss of status under European rule, and the casual 
worker); in the town (market trade and services, 
industry, education, and women in the urban hier- 
archy); and from village to town (lure of the towns, 
urban job opportunities lor women, the fear of un- 
employment, and the design of female education). 
Contains statistical tables on die occupational dis- 
tribution of the female labor force in the 1950s 
and 1960s for various countries in Sub-Saharan Af- 
rica, the region of Arab influence. South and East 
Asia, and Latin America. Author and subject in- 
dexes. 


Denoon, David B. H., ed. Constraints on strategy: 
The economics of Western security, Washington, 
D.C.; London; Beijing and Toronto: Pergamon- 
Braasey s, 1966. Pp. x, 254. ISBN 0-08-033138- 
4. JEL 87-0730 

Six essays review American alliances from the 
p erspec ti ve of defense policy and strategy. Papers 
analyze the relationship between defense policy 
and the economies of key Western alliance part- 
ners: the United States, United Kingdom, France, 
the Federal Republic of Germany, Spain, Portugal, 


Crppee, Turkey, Japan, and South Korea. Ad- 
tfekpes three broad issues: what will be the likely 
eBPiomlc p er formance for the United States and 
its principal allies in the next three to five years? 

| What useful g B ncrali rati ons can be made about 
relationship between economic performance 


and defense spending in these countries? How will 
economic factors shape defense options during the 
current decade? Topics discussed include the na- 
ture of the U.S. dilemma, military debates, alliance 
problems, the varying approaches of different alli- 
ance members, the impact of increasing defense 
expenditures on the U.S. economy, defense bur- 
dens for the European allies (both Northern and 
Southern tiers), and the situation in Japan and 
South Korea. Concluding essay by Denoon dis- 
cusses economic constraints and U.S. defense pol- 
icy in the 1880s. The contributors, besides the edi- 
tor, are Kevin Forbes, David Galenson, Walter 
Galenson, George Korsun, Martin McGuire, 
James Murdoch, M.I. Nadiri, and Todd Sandler. 
Denoon is an Associate Professor of Politics and 
Economies at New York University. Bibliography; 
index. 

F ait as, S. Arms markets and armament policy: The 
changing structure of naval industries in Western 
Europe. Studies in Industrial Organization series, 
vol. 7. Norwell, Mass. ; Dordrecht and Lancaster: 
Kluwer Academic, Martinus Nijhoff, 1986. Pp. 417 
$68.00. ISBN 90-247-3406-1. JEL 87-0731 
An investigation of naval industries (shipbuilders 
and warship equipment makers) in NATO Europe 
between I960 and 1980. Traces the development 
of this part of the defense industry in the region, 
the markets on which it relies, trends toward ex- 
pansion in developing countries, its industrial orga- 
nization, and the effects of technological change 
on the industry. Chapters focus on changing navies 
and naval technology, the internationalization of 
the warship building and warship equipment in- 
dustries, concentration and specialization in naval 
industries and rationalization in European NATO 
armaments. Concludes that the naval industries 
are rapidly orienting themselves toward the world 
market. Study was submitted and approved as a 
doctoral dissertation at the Free University, Am- 
sterdam. Faltas is with the Technische Hogeachool 
Eindhoven, die Netherlands. No index. 

Ghahajbdachi, Jamshid. A prologue to national de- 
velopment planning. In collaboration with Russell 
L. Ace off. Contributions in Economics and Eco- 
nomic History series, no. 70. New York and Lon- 
don: Greenwood Press, 1986. Pp. xiii, 210. 135.00. 
ISBN 0-313-25285-6. JEL 87-0732 

Focuses on philosophical, methodological, and 
conceptual aspects of national development plan- 
ning; advocates interactive planning. Discusses de- 
ficiencies that arise from misconceptions of nation, 
development, and planning. Presents the interac- 
tive pfenning framework, phases, and process, and 
considers social learning and development, the role 



of government, and the design of participative sys- 
tems, Identifies obstruction » to development and 
shows how they can be converted into opportuni- 
ties. Examines the intersection of each of three 
primary obstructions to development (scarcity, 
maldistribution, and insecurity) with each of five 
ideal pursuits deemed necessary for development 
(truth, plenty, good, beauty, and power) and the 
obstructions produced at each intersection. The 
concluding chapter proposes that the planner's 
function is to inspire die planning of change. Gha- 
rajedaghi is President of Interact, The Institute 
for Interactive Management in Philadelphia. Ackoff 
is Chairman of the Board of Interact and Emeritus 
Professor of Management Sciences, University of 
Pennsylvania. Bibliography; index. 

Giiosii, Ranen. Quantitative economic models for 
developing countries. Calcutta; Ranitra Books, 
1986. Pp. viii, 224. $8.00. paper. JEL 87-0733 

Twenty papers that represent author’s research 
over the past ten years, some of which have been 
published previously. Focus is on understanding 
the economic phenomena of developing countries. 
Essays are mainly quantitative and econometric 
in nature, written from the perspective that eco- 
nomic phenomena should dictate the choice of ana- 
lytical tools. Makes special reference to the econo- 
mies of India, Ghana, Nigeria, and Zambia. 
Specific topics include the agricultural production 
function, the relationship between concepts and 
quantification, techniques of analyzing economic 
variable data, inflation and economic growth, quali- 
tative variables in quantitative economic models, 
modus operandi of a developing economy, eco- 
nomic development with controlled inflation, im- 
pacts of the first three Five Year Plans on the struc- 
ture of the Indian economy, input-output analysis 
and economic development plans, Candian ideas 
as panacea for the unemployment problem, eco- 
nomic developmental programs and the public sec- 
tor, the nature of the investment variable, a 
dummy variables model for analysing seasonality 
of economic variables, and Bayesian econometrics. 
The author is an econometrician, currently en- 
gaged in research on Development Economics. In- 
dex. 

Kalecki, Michae. Selected essays on economic plan- 
ning, Edited, translated, and introduced by Jan 
Toporowskj. Cambridge; New York and Mel- 
bourne: Cambridge University Press, 1986. Pp. 
vi, 123. $34.80. ISBN 0-821-30637-2. 

JEL 87-0734' 

Eleven translated and edited essays on economic 
planning written and previously published (mostly 
in Polish Journals) by Micbal K alecki between 1940 


and the 1960s. Topics of essays are: the essentials 
for democratic planning, workers’ councils and cen- 
tral planning, the vertically integrated firm as an 
element in the new economic model, an outline 
of a new system of incentives and directive*, cen- 
tral price determination as an essential feature of 
a socialist economy, labor productivity, the basic 
principles of long-term planning, problems in the 
theory of growth of a socialist economy, the influ- 
ence of the construction period on the relationship 
between investment and national income, and the 
coefficient of capital tied up in construction. The 
editor is an economist at Standard Chartered Bank. 
Condon. Index. 

Kitchen, Richard L. Finance for the developing 
countries. Wiley Series on Public Administration 
in Developing Countries. Chichester; New York; 
Toronto and Singapore: Wiley, 1986. Pp. xvii, 365. 
$57.00. ISBN 0-471-90945-9. JEL 87-0735 
Presents basic concepts and practices of develop- 
ment financing for developing countries at both 
the macro and micro levels; focuses on financial 
instruments as well as the institutions and markets 
that mobilize them. Considers: basic principles, 
financial processes, and mechanisms of develop- 
ment finance; capital market theory and developing 
countries; the impact of the domestic financial sys- 
tem on economic development; mobilization of do- 
mestic finance through the actions of government, 
formal and informal financial institutions, and secu- 
rities markets; external financing with reference 
to public sector Bows, export credits, private sector 
flows, debt, adjustment, and the IMF; the financ- 
ing of capital investments; and recent proposals 
to improve the quantity and quality of develop- 
ment financing. Kitchen is a lecturer at the Project 
Planning Centre for Developing Countries at the 
University of Bradford. Author and subject in- 
dexes. 

Shepherd, Wiluam G. The ultimate deterrent; 
Foundations of VS-USSR security under stable 
competition. In association with Theodora B. 
Shepherd. New York and London: Greenwood 
Press, Praeger, 1986. Pp. x, 137. $29.06. ISBN 
0-275-92368-1. JEL 87-0736 

Argues that the United States and Union of So- 
viet Socialist Republics are inherently secure from 
conquest by the other, regardless of any military 
defense of their homelands, because neither can 
gain by taking over and exploiting the other and 
the process of global competition b etween the two 
countries is a stable one. Further arguments am 
that the threat of world domination by either coun- 
try is imaginery and that weapons capable of mu- 
tual destruction contribute nothing to the already 
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existing freedom from conquest and plunder. Dis- 
cusses the logic of inherent superpower security, 
conditions that make the U.S. inherently secure, 
counterarguments, stability of superpower compe- 
tition as the basis for coexistence, historical cases 
supporting the argument, the main benefits and 
costs of conquest, use of the national wealth for 
military spending and residual interests, and les- 
sons for both superpowers. William G. Shepherd 
is Professor of Economics, University of Massachu- 
setts, Amherst. Theodora B. Shepherd is a re- 
search specialist in economic history. Bibliography; 
index. 

[SnuctTEN, Paul] Theory and reality in development: 
Essays in honour of Paul Streeten. Edited by San- 
jaya Lall and Frances Stewart. New York; St. 
Martin’s Press, 1986. Pp. xii, 291. $29.95. ISBN 
0-312-79726-5. JEL 87-0737 

Fourteen papers written by former students or 
colleagues of Paul Streeten, who is currently Di- 
rector of the World Development Institute at Bos- 
ton University, in honor of his many contributions 
to development economics, his role in the basic 
needs movement in development economics, and 
his emphasis on the importance of understanding 
economic behavior in its social and political con- 
text. Topics include; Adam Smith's treatment of 
prudence, stagflation and the third world, a pro- 
posal for an IMF debt refinancing subsidiary, alter- 
native approaches to North-South negotiations, a 
welfare-theoretic analysis of extending free trade 
to include international investment, the third 
world and comparative advantage in trade in ser- 
vices, the early 1980s in Latin America, communal 
land tenure systems and their role in rural develop- 
ment, world food security, and East-South trade. 
Many of the contributors are economists. Lall is 
Senior Research Officer, Institute of Economics 
and Statistics and a Fellow of Green College, Ox- 
ford University. Stewart is Senior Research Officer, 
Institute of Commonwealth Studies and Fellow of 
Somerville College, Oxford University. Index. 

Weida, William ]. and Gkrtcher, Frank L. The 
political economy of national deftnte. Boulder, 
Colo, and London; Westview Press, 1967. Pp. xvii, 
230. $36.00. ISBN 0-8133-0432-6. 

JEL 87-0738 

Covers both the eco n omic and political aspects 
ot defense spending. Provides a theoretical frame- 
work and explains, in a political economy oontext, 
the result) k£ decisions to allocate scarce resources 
to defett|R| Discesses possible alterations to the 
U.S. dflllilirj.itutrfillihment structures that would 
permit qjjp $|iiTl li I solutions . Des cribes the na- 


tional security objectives, discusses defense, pro- 
curement and budget processes, and the politics 
of national defense spending, using the MX missile 
as a case study. Analyzes the economics of produc- 
tion, distribution, and defense, evaluating alterna- 
tive economic systems approaches and describing 
types of market failures. Examines the defense 
budget; regional defense spending; the defense in- 
dustrial base; efficient production of weapon sys- 
tems; cost factors; efficiency issues; and interna- 
tional aspects such as burden sharing and security 
assistance. The final part examines the political 
economy of the program and presents solutions 
to resource allocation problems. Weida is Associate 
Professor at the Colorado College, Colorado 
Springs. Certcher is Senior Research Specialist at 
RfleD Associates, Colorado Springs. Bibliography; 
index. 

Wood-RitsaTAKIs, A. Unified social planning in the 
Greek context. Centre of Planning and Economic 
Research Studies series, no. 23. Athens: Centre 
of Planning and Economic Research, 1986. Pp. xiii, 
169. Paper. JEL 87-0739 

Examines the nature of development planning, 
its rationale, problems, and techniques. Proposes 
an approach to planning that integrates both eco- 
nomic and social considerations, recognizing social 
justice as its aim. Examines development planning 
in Greece from this perspective, particularly the 
1968-72 Development Plan. After a discussion of 
the nature of planning, including a brief history, 
reasons for its existence, methods for evaluation, 
decision making, and planning techniques, the au- 
thor describes unified planning and the develop- 
ment of social indicators. Summarizes the Creek 
experience with development planning, reviewing 
the economic and administrative background for 
die 1968-72 plan. Examines aims of that plan and 
measures designed to attain them. Develops a set 
of social indicators to assess the plan's achieve- 
ments with regard to education, health, social wel- 
fare, housing, industry and agriculture, and the 
aging, women, and regional population groups. 
Concludes that the plan in Greece did not recog- 
nize multisectoral objectives, emphasized pro- 
ductivity growth instead of people's needs, and did 
not include popular participation. For the future, 
suggests that there is a need for a clearer definition 
of goals and objectives at all levels. Author’s Ph.D. 
dissertation accepted by the University of Man- 
chester (1984). Bibliography; no index. 

See alto: Book Numbers JEL 87-0734, 87-0732, 87- 
0743, 87-0750, 87-0752, 87-0816, 87- 
0838, 87-0853, 87-0872, 87-0885, 87-0034 
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120 Country Studies 

Bank or Israel. Bank of Israel Annual Report 1985: 
Presented to the Government and the Finance 
Committee of the Knesset in accordance with Sec- 
tion 59 of the Bank of Israel law, 5 714-1954, Jeru- 
salem: Author, 1986. Pp. be, 227. Paper. ISSN 
0067-635X. JEL 87-0740 

English edition is an abridged version of the orig- 
inal Hebrew Report. Based on material prepared 
and analyzed by the Bank’s research department 
and data supplied by the Central Bureau of Statis- 
tics. Reviews the economy in general, emphasizing 
developments under the "package deals” — tripar- 
tite price-wage agreements between the govern- 
ment, Histadrut (Trade Union Federation), and 
the employers' organization. Credits these deals 
with slowing inflation from 23 percent monthly to 
4-5 percent. Reviews the main features of the eco- 
nomic stabilization program, discussing the bud- 
get, exchange rates, taxation, wages, prices, mone- 
tary policy, and the capital markets. Other chapters 
deal with product and domestic demand, disposa- 
ble income, and private consumption and saving: 
prices, employment, and wages; the public sector; 
the principal economic sectors such as agriculture, 
industry, construction, transport and communica- 
tions, tourism, and energy; the balance of pay- 
ments, including its financing and the foreign debt; 
money and capital markets; and activities of the 
Bank of Israel. No index. 

Bos worth, Barry P. and Rivlin. Alice M., eds. 
The Swedish economy. Washington, D.C.: Brook- 
ings Institution, 1987. Pp. xvi, 338. Paper. ISBN 
0-8157-1041-0. JEL 87-0741 

Seven papers and commentaries resulting Grom 
a conference held at Skoklocter, Sweden, in June 
1986 examine the Swedish economy and its re- 
sponse to slower economic growth, currency deval- 
uation, and attempts to decrease the budget defi- 
cit. Papers identify apparent strengths and 
weaknesses of the Swedish economic situation and 
the mgjor economic choices facing Sweden at the 
end of the 1980s. Alice Rivlin provides an overview 
of the Swedish economy. Three papers, oil by 
Barry P. Bosworth and Robert Z. Lawrence, con- 
sider how the domestic economy and the external 
sector are adjusting to slower economic growth and 
discuss existing macroeconomic policies and the 
current policy debate. Other topics are: efficiency 
and equality in Swedish labor markets (Robert J. 
Flanagan); taxes, transfers, and the Swedish labor 
supply (Cary Burtlesi); rethinking the role of the 
public sector (Edward M. Cramlkh); and the polit- 
ical foundations of Swedish economic policy (R. 
Kent Weaver). Bosworth is Senior Fellow, Brook- 


ings Economic Studies program, and Rivlin is Di- 
rector of the program. Index. 

Ciir. Michelsen iNSTmrre, Department of Social 
Science and Development, Development Re- 
search and Action Programme. Bangladesh: 
Country study and Norwegian aid review. Fan toft, 
Norway: Author, 1966. Pp. xxxiii, 353. Paper. 
ISBN 82-90584-08-3. JEL 87-0742 

Report of a study of development aid to Bangla- 
desh commissioned by the Norwegian Ministry of 
Development Cooperation. Part 1 deals with die 
political, social, and economic environment in 
which development aid operates and reviews Ban- 
gladesh’s economy, population, and institutions. 
Part 2 outlines the overall nature of development 
assistance and the structure of and trends in Nor- 
way’s aid to Bangladesh. Annexes outline the struc- 
ture of the rural society, the agriculture and manu- 
facturing sector, primary health case and family 
planning facilities, and aid to Bangladesh. Ole Da- 
vid Koht Norbye, coordinator of this study, is asso- 
ciated with the Chr. Michelsen Institute, Bergen. 
Bibliography; no index. 

Dacy, Douglas C. Foreign aid, war, and economic 
development: South Vietnam, 1955-1975. Cam- 
bridge; New York and Sydney: Cambridge Univer- 
sity Press, 1986. Pp. xix. 300. ISBN 0-521-30327- 
3. JEL 87-0743 

Assessment of the relationship between the Viet- 
nam War, foreign aid, and economic development 
in South Vietnam. Presents an economic survey 
of the Vietnamese economy; examines the goals 
and programming of U.S. aid; and analyzes the 
rate and pattern of growth and changes in indica- 
tor* of economic development. Reviews the roles 
of land reform and income distribution and of do- 
mestic saving and foreign aid in economic develop- 
ment. Examines trends in, and causes of, wartime 
inflation and the nature of windfall gains from im- 
porting. Analyzes changes in the international 
value of the piaster, the nature of foreign assistance, 
sources of finance for public expenditures, and the 
fiscal dilemma in the Vietnamese economy. Evalu- 
ates the possibility of economic development in 
art environment of high military threat. Dacy is 
Professor of Economics at the University of Texas 
at Austin. Index. 

Dietz, James L. Economic history of Puerto Rko: 
Institutional change and capitalist development. 
Princeton. N.J.: Princeton University Press, 1986. 
Pp. xxiii. 337. 865.00, doth, $20.00, paper. ISBN 
0-691-07716-8. JEL 87-0744 

Focuses on the economic forces underlying die 
process of economic and social tunrfa i nation in 
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the economy, signing that the island’s history is 
a connected ensemble of process, rather than a 
series of discrete events. Divides the history into 
five time spans: the period of Spanish colonialism; 
the early period of U.S. control, 1896-1930; the 
crisis and transformation of the 1930s; origins of 
industrialisation, from state capitalism to Opera- 
tion Bootstrap; and growth and misdevelopment 
from die 1990s to the present. Emphasizes how 
Puerto Rico has interacted with the world econ- 
omy, living conditions of the workers, and the role 
of female workers. Notes that external capital inter- 
ests are continuing to shape the characteristics of 
the economy. Also criticizes slighting agriculture 
in the development strategy. Presents a conclusion 
for other developing nations that economic “growth 
may occur for some, as in Puerto Rico in the past, 
but the price to be paid is high: an inappropriate 
and disarticulated structure of production." Dietz 
is Professor of Economics and Latin American 
Studies at California State University, Fullerton. 
Bibliography; index. 

Europa Publications. The Middle East and North 
Africa, 1987. Thirty-third edition. London; Colla- 
roy, New South Wales .Australia, New Delhi and 
Tokyo: Author; distributed in America by Gale Re- 
search, Detroit, 1986. Pp. xix, 911. 1135.00. ISBN 
0-946653-22-4 . JEL 87-0745 

Thirty-third annual up-dated guide to the Mid- 
dle East and North Africa. Part lisa general survey 
of the region and contains fifteen essays and/or 
sections. Essay topics include religions, the Arab- 
Israeli confrontation , the Jerusalem issue, oil, natu- 
ral gas, Islamic polities, arms trade, and Islamic 
banking and finance. Other sections pertain to doc- 
uments on Palestine; Palestine organizations; the 
Suez Canal; calendars, time, and weights and mea- 
sures; research institutes; and select bibliography. 
Part 2 provides information on regional organiza- 
tions. Put 3 consists of twenty-four country sur- 
veys including information on physical and social 
geography, history, the economy, and statistics. 
Each survey also contains a bibliography and coun- 
try directory which provides information on laws 
and government, political organizations and lead- 
ers, diplomatic re p rese n tation, religion, the press, 
publishers, radio and television, finance, trade and 
industry, transport, tourism, atomic energy, de- 
fense, and education. No index. 

Jkivk, Alt Morton, ed. Pakistan: Country study 
and Norwegian aid review. Fantoft, Norway ; Chr. 
Micbeben Institute, Department of Social Science 
and D e vel opment, Development Res e ar c h and Ac- 
tion Programme, 1965. Pp. xvii, 414. Paper. ISBN 
88 - 80864 - 04 - 0 . JEL 87-0746 


A study commissioned by the Norwegian De 
partment of Development Cooperation evaluate; 
Norwegian development aid to Pakistan. Part 
of the report analyzes the political, economic, ant 
social environment within which development as 
sistance operates. Part 2 reviews the Norwegku 
aid experience in Pakistan, assesses the possibility 
of realizing Norwegian aid principles, and present; 
recommendations for a reorientation of Norwegtau 
aid. Annexes present individual background paper, 
on selected development issues and sectoral assess 
ments. The authors are: Karin Ask, Per Tobiesen 
Aart van de Laar, Rodney Asberg, Bird A. An 
d real sen, Armindo Miranda, Ijaz Nabi. To 
Skilnes, Hugo Stokke, and the editor. Alf Morter 
Jerve is a Research Fellow at the Chr. Michel ser 
Institute, Bergen, Norway. Bibliography; no index. 

Johansen, Hans Christian. The Danish economy it 
the twentieth century. New York: St. Martin'. 
Press. 1967. Pp. 221. $35.00. ISBN 0-312-00373- 
0. JEL 87-074', 

Analysis of the evolution of the Danish econom) 
during the period 1920-80. Outlines the trend, 
and developments during the nineteenth century, 
and the state of the economy in 1920. Present! 
the trends in economic and social dcvelopmen 
over the entire period and reviews the change: 
that occurred during the 1920s, the depression 
war and occupation, the changeover to peacetime, 
the balance-of-payments crisis due to externa 
shocks, the evolution of the welfare state, and thr 
problems and divisions that surfaced after 1973. 
Assesses the developments of these sixty years ant 
examines certain proposed policies for dealing with 
the balance-of-payments disequilibria. Johansen i: 
Professor of Economic History at the University, 
of Odense, Denmark. Bibliography; index. 

Mesa-Laco, Carmelo, ed. Cuban studies. Volume 
16. Pittsburgh: University of Pittsburgh, Centei 
for Latin American Studies, I960. Pp. x, 297. 
$24.95. ISBN 0-8229-3540-6. JEL 87-0741 
Inaugural edition of an annua] series, which ii 
the transformation of the Journal, Cuban Studies 
Estudios Cubanot, into an annual hardcover publi- 
cation. Contains nine interdisciplinary articles, r 
debate section, book reviews, and a classified list- 
ing of recent work in Cuban studies. The first sec- 
tion, (prepared under the guest editorship c 
Enrico Mario Santi) consists of seven papers on 
aspects of die e mer gence of Cuban national iden- 
tity six of which were originally presented at 
symposium held at Cornell University to Aprt 
1965. Two papers examine new trends in die Cu- 
ban economy, focusing on state enterprises under 
the new system of planning and management m 
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the economic! of Cuban Joint venture* . Two other 
article* debate the role of “Cubonoiogy. ” The con- 
tributors are Latin American specialists. Mesa- 
Lago is Distinguished Service Professor, Depart- - 
ment of Economics, University of Pittsburgh. No 
index. 

Minami, RyAsiun. The economic development of Ja- 
pan: A quantitative study. Translated by Ralph 
Thompson and Ryosiiin Minami with assistance 
from David Merriman. Studies in the Modem Jap- 
anese Economy series. New York: St. Martin's 
Press, 1966. Pp. xxvi, 467. 137.50. ISBN 0-312- 
22876-7. JEL 87-0749 

Translated (with some changes) from the Japa- 
nese edition, Nihon no Keizai flatten (1981). 
Changes include a new introductory section; inclu- 
sion of reviews of the Japanese edition; a new sec- 
tion on industrial organization and policies; up- 
dated tables, figures, and text; reliance on mainly 
English language sources; and exclusion of sources 
in Japanese found in the original edition. Analyzes 
the last hundred years of economic development 
in Japan. Focuses on the reasons for Japan's 
achievement of modem economic growth and a 
more rapid rate of economic growth than other 
developed countries and considers the probable 
future of the Japanese economy. Overviews Japan's 
economic history; assesses its readiness for modem 
economic growth; analyzes levels, trends, and fluc- 
tuations in its growth rate; and discusses structural 
changes related to production, demand, popula- 
tion, and labor supply. Also examines the labor 
market and the dual wage structure, public fi- 
nances and the financial system, and prices and 
living standards. The concluding chapter considers 
future prospects for economic growth, e.g., slower 
growth rate and transition to a welfare economy. 
Minami is Professor of Economics, Institute of Eco- 
nomic Research, Hitotsubashi University, Tokyo. 
Bibliography: name and subject indexes. 

Smith, Keith, ed. Soviet industrialization and Soviet 
maturity. Economy and Society series. London 
and New York; Routledge and Kegan Paul in associ- 
ation with Methuen, New York, 1986. Pp. 214. 
<15.96, paper. ISBN 0-710M7B5-4. 

JEL 87-0750 

Nine papers, most published in Economy and 
Society from 1978-1981, concerned with aspects 
of Soviet economic and political order. Pkpen as- 
sess and criticize Marxist theory while analysing 
dm Soviet Union. Major areas of dis cus sio n In- 
clude; (1) the p e ri od of the New Economic Policy 
from 1921 to 1928, emphasising the policy debates, 
the ideas and institutions around which it was orga- 
nhrnd, tha causes of its ab a n do nm ent, and the «ya- 


tem that finally emerged; (2) the character of Soviet 
planning and the system of economic calculation, 
particularly the role of commodity exchange and 
monetary calculation, the nature of monetary and 
planning instruments, the social and political sig- 
nificance of monetary calculations, and Soviet plan- 
ning techniques; (3) the social and constitutional 
character of the U.S.S.R., as formulated in official 
doctrine and constitutional arrangements. Smith 
teaches at the University of Keele. No index. 

Stauffer, Robert B. The Philippines under Marcos: 
Failure of transnational developmentalism. Syd- 
ney; University of Sydney, Transnational Corpora- 
tions Research Project. 1986. Pp. 207. Paper. 
ISBN 0-9084 70-69-X. JEL 87-0751 

Brings together several essays and articles writ- 
ten by the author between 1973 and 1985 present- 
ing the thesis that the then new Marcos govern- 
ment should be viewed in the context of an ongoing 
struggle over the direction of the country's political 
economy rather than just an examination of internal 
Philippine conditions. One theme is the applica- 
tion of dependency/world-system analysis to the 
third world. Traces the forces in the Philippines 
by successively discussing the Marcos coup, the 
political economy of refcudakzation, the develop- 
ment of Philippine corporatism, Philippine author- 
itarianism. the development of dependent state 
capitalism, the Manila-Washington, D.C. connec- 
tion. the Marcos regime, and the Marcos legacy. 
Stauffer is Professor of Political Science at the 
University of Hawaii. No index. 

Tuan, Nguyen Anii. South Vietnam, trial and experi- 
ence A challenge for development. Monographs 
in International Studies. Southeast Asia Series no. 
80. Athens, Ohio; Ohio University Center for In- 
ternational Studies, Center for Southeast Asian 
Studies, 1967. Pp. 461. <15.00, paper. ISBN O- 
89680-141-1. JEL 87-0752 

Addresses the world's perception of the charac- 
ter of South Vietnam's society, govern m ent, and 
economic system in order to clarify the record as 
to what sort of social system prevailed during the 
war years. Begins with an introduction foc us ing 
on historical proconditions. The text is divided into 
two parts. Part 1 examines the years of trial from 
1954 to 1975, retracing the evolution of South Vfct- 
nam dev el opment pohdes. Subdivides the period 
into four chapters; 1954-63, rraminfng the prob- 
lems to come; 1963-68, h ostin g on the moanting 
pressures; 1968-73, describing tbe chances of sur- 
vival; and 1973-75, dealing with the final out- 
comes. Part 2 assesses dm lessons of eaperieooe 
and oj n UInt Lh a p ta ri on the foots of a n da t d av sfa p - 
ment, the burden of tha war, the impact of fantiga 
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aid, and the dynamics of change. Concludes with 
a discussion of the challenge for development. 
Tuan is a visiting lecturer at the University of Kan- 
sas. Bibliography; index. 

Vartia. Pentti, et a l. Growth policies in a Nordic 
perspective. Helsinki: Research Institute of the 
Finnish Economy; Copenhagen: Institute for Fu- 
ture Studies; Stockholm: Industrial Institute Eco- 
nomic and Social Research; Bergen, Norway: Insti- 
tute of Industrial Economics, 1967. Pp. 376. SKr. 
308.00. ISBN 91-7204-276-1. JEL 87-0753 
Joint comparative analysis of economic growth 
in Denmark, Finland, Norway, and Sweden con- 
ducted by research institutes in the four countries. 
Extends the analysis of die 1984 study. Economic 
Growth in a Nordic Perspective, by focusing on 
economic policy and factor market efficiency. Con- 
tains two overview papers, four country-specific 
papers, and three special studies. The first over- 
view paper considers structural features, recent 
performance, and the current state of the four 
Nordic economies as a group, as well as their indus- 
trial base and possible growth policies. The second 
discusses the prospects for world economic recov- 
ery in the medium term. The country-specific pa- 
pers examine the economic status, challenges, and 
policy options facing each Nordic country. The spe- 
cial studies discuss newly established fast-growing 
Nordic companies, financial markets, and labor 
market flexibility. Vartia is at die Research Insti- 
tute of the Finnish Economy, Helsinki. Rolf Jensen 
is at die Institute for Futures Studies, Copenha- 
gen, Denmark. Gunnar Eliasson is at the Industrial 
Institute for Economic and Social Research, Stock- 
holm. Arne Seivik is at the Institute of Industrial 
Economics, Bergen, Norway. No index. 

Walsh, Kenneth and King, Adman. Handbook of 
international manpower market comparisons. In- 
stitute of Manpower Studies. New York: New York 
University Press, 1986. Pp. 318. 190.00. ISBN 0- 
8147-0217-0. JEL 87-0784 

Intended to assist in making international com- 
parisons of key labor market indicators, bringing 
together in one volume a range of data normally 
available only in a diverse number of sources. 
Where available statistics permit, a ten-year histor- 
ical perspective is presented. Coven s ixteen coun- 
tries, the majority being the c o n stit ue nt members 
of the European Community: Belgium, Denmark, 
France, West Germany, Greece, Ireland, Italy, 
Luxembourg, the Netherlands, Portugal, Spain, 
the Untied Kingdom, Norway, Sweden, Japan, and 
the Untied States. Selection of i ndi cators reflects 
availability of data and the usefulness of the infor- 
mation. Key indicators include de m og rap hy, labor 


force, unemployment, education, industrial rela- 
tions, labor costs, and consumer prioet. Many sub- 
classifications of statistics appear under the above 
titles. Recognizes variations in statistical compila- 
tion and definitions among the different countries. 
A comparison is made of selected indicators. Walsh 
is Research Fellow at the Institute of Manpower 
Studies, Sussex. King is a management consultant. 
No index. 

See also. Book Numbers JEL 87-0609, 87-0716, 87- 
0837, 87-0848 

130 Economic Fluctuations; Forecasting; 

Stabilization; and Inflation 

Aiilstedt, Monica. Small sample estimation and sto- 
chastic simulation of an econometric model. Hel- 
sinki: Suomen Pankld, 1986. Pp. 181. Paper. ISBN 
951-686-127-X. JEL 87-0788 

Investigates how to improve the reliability of 
macroeconomic models by minimizing the uncer- 
tainty in the estimation phase of the model. Exam- 
ines how to calculate the variance-covariance ma- 
trix of forecasts so as to measure the reliability of 
the model. Sections consider the estimation of a 
simultaneous model, measuring the uncertainty in 
tile simultaneous model predictions, empirical esti- 
mation, and empirical results of the variance matrix 
of the forecast error. Concludes that an interactive 
instrumental estimation method is optimal accord- 
ing to analytical criteria of consistency and relative 
efficiency and that use of a residual-based stochastic 
simulation method obtains the best results when 
calculating the mean and variance of forecasts. The 
empirical part of the study applies the methods 
to the structural annual model of the Bank of Fin- 
land. Appendices elaborate on the variables, pa- 
rameter estimates, terms, and definitions used in 
the study. Ahlstedt is in the Statistics Department, 
University of Helsinki. No index. 

Clements, R. T.; Hansen, C. D. and Hames, M. 
J. The reserve bank econometric model of the New 
Zealand economy: Model Xt. Research Papers se- 
ries, no. 40. Wellington.' Reserve Bank of New 
Zealand, 1986. Pp. 62. Free, paper. 

JEL 87-0786 

Outlines the latest version of the Reserve Bank 
of New Zealand model of the economy. Traces the 
history of the model from its inception to 1963. 
Indicates bow the model was reestimated and pre- 
sents a description of the model structure. Exam- 
ines the si m ula ti on properties of the model and 
reports the results of an international comparison 
of econometric models’ simulation properties. As- 
sesses die acceptability of the model as a forecast- 
ing tool, dis c uss es areas of the model currently 
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under investigation, and suggests further exten- 
sions to die model* development. Appendices con- 
tain the model specification, data definitions and 
notation, and a cross-reference of variables. The 
authors are at the Reserve Bank of New Zealand, 
Wellington. No index. 

Eucken, Walter and BOhm, Franz, eds. OHDO 
Jahrbuchftir die Ordnutig con Wirtschaft u nd Ge- 
sellschaft. Band 37. Stuttgart and New York: 
Fischer, 1986. Pp. xi. 304. OM 84.00, paper. ISBN 
3-437-50304-9. JEL 87-0757 

Twelve articles in German with English summa- 
ries and seven book reviews, also in German. Topics 
are: economic policy in the election platforms of 
the French political parties. Alexander Rustow’s 
conception of economic and social policy, social 
policy in the market economy, the role of the 
shadow economy in market economies and in cen- 
trally planned economies, the evolution of private 
property, competition as a dynamic process, com- 
petitive dimensions of the oligopoly market, eva- 
sions of regulations in financial markets as a test 
of concepts of competition policy, a critical assess- 
ment of theses of the Federal Cartel Office con- 
cerning "buying power” positions in German food 
retailing, public utilities and the competitive sys- 
tem, forms and causes of the new protectionism, 
and exchange control and economic growth in de- 
veloping countries. Name and subject indexes. 

Frisch, Helmut and Caiilen, Bernhard, eds. 
Causes of contemporary stagnation: Proceedings 
of an International Symposium held at the Institute 
for Advanced Studies. Vienna, Austria, October 
10-12, 1984. Studies in Contemporary Economics 
series. Berlin; New York and Tokyo: Springer, 
1986. Pp. vii. 216. *22.60, paper ISBN 0-387- 
16465-0. JEL 87-0758 

Ten papers investigate the causes of the persis- 
tence of stagnation in Western European econo- 
mies in the 1980s despite a business cycle upturn 
in the U.S. economy. Papers discuss what the U.S. 
economic policies could have been; the costs and 
benefits of a disi n fla ti onary policy in West Ger- 
many; the nature of price and quantity variability 
under stagflation; the relevance at business cycle 
theories to an expla n a ti on of the economic slow- 
down; international portfolio shifts and the choice 
of monetary rules; an in t er p re ta tion of long waves 
in relative prices; the relationship between teal 
*«ges, business cycles, and unemployment; the 
applicability of Schumpeterian innovation to aa ex- 
pwnanOR Of StagmKM; mm rCvKiOOlrap MfWMIl 
wage rate variation and the level of unemployment; 
and the role of a symm e tric adjustment costs sBd 
p ri ce sti ck in ess. Friecbis with the Inatitut for Volk- 


swirtscheftslehie und W lr tsc hafts politik, Vienna. 
Cahlen is at Lehrstuhl far Volkswirtachaftslehre 
1, Augsburg University, West Genuity. No index. 

International Labour Omcx. World recession and 
global interdependence: Effects on employment, 
poverty and policy formation in developing coun- 
tries. Geneva: Author, 1987. Pp. xi, 139. Paper. 
ISBN 92-2-105608-2. JEL 87-O7S0 

Six papers analyze the world recession that oc- 
curred after 1973, the nature of international eco- 
nomic linkages, and the impact on developing 
economies in Latin America, sub-Saharan Africa, 
and Asia. One paper reviews the characteristics 
of the recession m industrialized and dev el op in g 
countries, changes in developing country imports, 
and employment in OECD countries. A second 
paper traces trends in world and regional trade 
and in resource flows and direct foreign invest- 
ment Three papers outline the impact on eco- 
nomic performance, domestic economic policies 
with special reference to adjustment, and stabiliza- 
tion policies in Latin America. sub-Saharan Africa, 
and Asia. A final paper examines the e le c t s and 
spread of (and adjustment to) the crisis and analyses 
prospects lor recovery. The contributors are: R. 
van der Hoeven. P. J. Richards. V. Tokman. J. 
Wurgaft. A. Aboagye, K. Com. I. Ahmed, and 
E. Lee, who are associated with the ILO and its 
Regional Employment Teams. No index. 

Isserman, Andrew M., ed. Population change and 
the economy: Social science theories and models. 
Dordrecht, the Netherlands and Lancaster. Mu- 
wer Academic, Kluwer-Nijhofl; distributed in the 
U.S. and Canada by Uuwer Academic, Bingham, 
Mass., 1966. Pp. xvii. 269. *42.50. ISBN 0-89838- 
140-1. JEL 87-0760 

Eleven papers originally presented at the Second 
International Conference on Forecasting Regional 
Population Change and Its Economic Determi- 
nants and Consequences sponsored by the Ameri- 
can Statistical Association and U.S. Bureau of the 
Census at Arlie, Virginia, in May 1982 as part of 
the ASA/Census program supported by NSF to 
build the interregional economic- demo g rap hic 
model of the United States (ECES1S). The papers 
are chosen to reflect the state-of-the-art ability to 
model economic-demographic i nt er re l ationships 
mathematically, uatag co m p u ters and real data; 
their emphasis is on models for regions, states, 
provinces, or metropolitan areas. Urn three papers 
in pact 1 examine the econo mi c d e te rmina n ts of 
migntinn and fertility rates; they re vi ew the theo- 
retical literature and discuss f ore casting for re- 
gional births and tor iatar rsg lana l migration Past 
2 consists of three papers that present > a gonal 
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eco no mic-demographic model* for Texas and New 
York, and related modeling strategies. Part 3 con- 
tain* three papers that describe various economie- 
demographic modeling frameworks, including 
ECES1S. The remaining two papers in part 4 dis- 
cuss the progress and prospects for regional eco- 
nomic-demographic modeling and models. The 
contributors are mainly economists, social scien- 
tists, and population specialists. Isserman is Direc- 
tor of the Regional Research Institute and Professor 
of Economics and Geography, West Virginia Uni- 
versity. No index. 

Jones, Russell. Wages and employment policy, 
1936-2985. With a foreword by Sir Alec Cairn- 
cross. London; Winchester, Mass, and North Syd- 
ney: Allen and Unwin, 1987. Pp. xvii, 175. $29.95, 
doth; $14.95, paper. ISBN 0-04-331111-3, pbk. 

JEL 87-0761 

A history of British incomes policy or action] to 
restrict collectively bargained wage increases in 
order to reduce wage inflation. Investigates die 
development of thinking and policy in successive 
governments since 1936. Describes why measures 
taken to ameliorate the wages problem kept foiling, 
focusing on the errors in policy formulation. In- 
quires whether there is a future for Keynesian eco- 
nomic policies or whether monetarist techniques 
swill continue indefinitely. Examines which lessons 
from the past can be applied to the wage problem 
in view of a new era of Keynesian policy prescrip- 
tions and the disillusionment smith monetarism. 
Concludes that the inflationary process that helped 
undermine Keynesianism wa* rooted in deep eco- 
nomic, institutional, social, and political forces, 
with a tendency of successive governments to over- 
stimulate the economy. Suggests that future in- 
comes policies that have long-run objectives, have 
the support of both labor and management, involve 
tax-based incomes proposals, and embody wage 
restraints would have a chance of success. Jones 
is Senior Currency Economist at James Capet 
Bankers Ltd. Bibliography; index. 

Klein ENEC irr, Alfred. Innovation patterns to crisis 
and p rosper ity : Schumpeter's long cycle reconsid- 
ered. Foreword by Jan Tinbergen. New York: St. 
Martin’s Press. 1867. Pp. xviii, 235. $32.50. ISBN 
0-31S-4181B-7. JEL 87-0762 

Analysis of long waves in econ om ic life. Consid- 
ers their existence, characteristics, and causes. 
Deals with the origin and re n a iss a nce of the long 
wave, their analysis by J. ran Gekicren, and the 
nature of the controversy betwe efegi mon Kuxnets 
and Joseph Sch ump eter regardiip the forces un- 
derlying long wave*. Part 1 im pjigatei the exis- 
tence of long wires. Part 2 ana types the occurrence 


of radical innovations in order to determine the 
existence of clustering and examines the relation- 
ship between cluster of radical innovation* and 
long wave fluctuations in the economy. Part 3 re- 
views data from the port World War II period and 
focuses on characteristics of the Innovation process 
during the upswing and upper turning point of 
the postwar long wave. Concludes that waves of 
radical innovations are an endogenous part of the 
long wave process and that prolonged depressions 
may trigger a reallocation of innovative resources 
and exert pressure toward social, political, and in- 
stitutional change. Kleinknecht is Lecturer in Eco- 
nomics at Limburg University in Maastricht, the 
Netherlands. Bibliography; index. 

Macer, Natiian H. The Kon dratieff voaoes. New 
York and London: Greenwood, Praeger, 1987. Pp. 
viii, 247. $37.95. ISBN 0-275-92149-2. 

JEL 87-0763 

Examines the Kondratieff wave theory from the 
perspective of current evidence and experience. 
Begins with an introduction to the historical ac- 
count of economic cycles, including ancient con- 
cepts, the national cycles theory, the background 
of economic cycles, the Keynesian approach, mac- 
roeconomic models, and rational expectations. 
Identifies four current approaches — Keynesian 
monetarist, rational expectations, and supply side. 
Follows with a discussion of the long wave cycle — 
a duration of 50-60 years — the Kondratieff wave, 
including comments and criticisms. Reviews four 
such waves: 1789-1814-43; 1843-64-96; 1896- 
1920-49; and 1949-73-2003. Analyses causes and 
consequences of these waves, emphasixing innova- 
tion, investment, and maturation and war, demo- 
graphics, and social change. Concludes with a pre- 
view of a fifth wave, with contributing factors such 
as the decrease in the U.S. competitive position, 
the increase in world debt, the plight of many 
banks, the population growth in L DCs, and the 
changing industrial-service pattern. Mager is a free 
lance writer. No Index. 

Ravage, Elton. Not so free to choose: The political 
economy of Milton Friedman and Ronald Reagan. 
New York and Loodon: Greenwood Press, Prae- 
ger, 1967. Pp. x, 215. $37.95. ISBN 0-275-92363- 
0. JEL 87-0764 

Primary focus is an analysis of some of the major 
themes in the popular writings of Milton Fried- 
man, covering some 300 columns in Newsweek two 
popular best seller* — Capitalism and Freedom and 
Free to Choose, and essays and In terview s appear- 
ing in other popular publications. Includes com- 
mentaries on his ideas about the role of govern- 
ment; the political case for free trade; free markets. 
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banning. and the Chilean experience; the attack 
m the welfare state; big government; a variety of 
octal programs; and freedom and equality. Argues, 
xmtrary to Friedman's beliefs, that not all social 
srograms have been failures, that free markets do 
sot necessarily produce peace, that economic 
rowth is not necessarily inhibited by growth in 
government, and that the Chilean free market ex- 
e rie nee was more a disaster than a miracle. Dis- 
misses fallacies of monetarism. Asserts that Rea- 
an's announced programs, though following the 
'rtodman philosophy in areas such as tax cuts, 
orbing social programs, cutting expenditures, and 
espousing free trade, have diverged from it. Con- 
cludes that Friedman’s one-sided balance sheet on 
ociai issues has denied the reader "the opportu- 
lity to be truly free to chose. " Rayack is Professor 
>f Economics at the University of Rhode Island, 
bibliography; index. 

iited Nations Department of International 
Economic ani» Social Affairs. Economic reces- 
4on and specific population group*. U.N. Publica- 
km Sales No. E. 86. IV. 4. New York: Author, 1986. 
*p. 99. *11.00. paper. ISBN 92-1-130110-6. 

JEL 87-0765 

Deals with the effects of international stagnation 
nd recession on specific population groups, partx- 
ilarly during 1973-75 and 1981-83. Assumes that 
onditkms faced by these groups are the result of 
actors affecting society as a whole and forces dis- 
inctive to each group. Describes the major fra- 
mes of international recessions, emphasizing etn- 
doyment and likely poverty trends in developing 
ountries. Reviews policy making in periods of cri- 
is and the social impact of some policies on em- 
doyment, wages, and social services. Discusses 
olklarity and social support in the family, commu- 
lity, and nation during recessionary periods. Ex- 
mines the impacts of recession on youth and the 
god. Concludes that the international recession 
as affected countries with different levels of devel- 
xnent and economies, with some experiencing 
none severe effects than others. No index. 

also: Book Numbers JEL 87-0667. 87-0678, 87- 
0705, 87-0715, 87-0733, 87-0740, 87- 
0837, 87-0874, 87-0044, 87-0045 

Quantitative Economic Method* and 
Data 

110 Econometric, Statistical, and 

Mathematical Methods and Models 

nvkms, Jean M. and PacsaiR, Stanley. Survey 
h m tkmt; Handcrafting dm i tandardbmd ques- 


tionnaire. Quantitative Applications in the Social 
Sciences Series, Sage University Paper, no. 63. 
Beverly Hills. London and New Delhi: Sage, 1986. 
Pp. 80. *6.00, paper. ISBN 0-8030-2743-6. 

JEL 87-0766 

Presents guidelines for writing survey questions. 
Examines general strategies that have emerged 
from examples or experience of “questioo-craiten” 
and findings of empirical resenrcher i , eg, simple 
language, common concept s , manageable tasks, 
and widespread information. Surveys recent re- 
search findings related to question design and 
question effects. Examples of topics a re: specific 
vs. general and open vs. dosed questions, the no- 
opinion option, measuring intensity, forced-choice 
questions, question order, and wording effects. 
Also considers pilot work and the strategies, pur- 
poses, and phases of pretesting. Converse is Direc- 
tor of the Detroit Area Study. University of Michi- 
gan. Presser is Associate Director of the Sociology 
Program. National Science Foundation, Washing- 
ton, D.C. No index. 

Feimnc, Bruce R. linear programming: An ininrr 
duction. Quantitative Applications in the Social 
Sciences Series. Sage University Paper, no. 60. 
Beverly Hills; London and New Delhi; Sage. 1986. 
Pp. 91. *6.00. paper. ISBN 0-8039-2850-3. 

JEL 87-0767 

Considers linear programming modeling con- 
cepts and examples, graphical solutions of linear 
programs in two variables, the Simplex Method 
for solving linear programs, sensitivity analysis, 
and computer linear programming codes for under- 
standing input and output of commercially availa- 
ble linear programming (LP) systems. Examples 
and problems are interspersed throughout the text. 
Two appendices provide mathematical develop- 
ment of the properties of linear programming prob- 
lems and methods for production scheduling. Ertr 
ing is a consultant and Adjunct Associate Professor 
of Management Sciences. University of Minnesota 
No index. 

Fox, James Aian and Tract. Paul E. R a ndo m is ed 
response: A method for sensitive surveys. Quantita- 
tive Applications in the Social Sciences series. Sage 
University Paper, no. 58. Beverly Hills. London 
and New Delhi: Sage. 1986. Pp 8a *6.00. paper. 
ISBN 0-8039-2309-0. JEL 87-0788 

Describes the randomised re sp o nse survey 
method and how ft can be used to protect survey 
respondents and minimise survey bias when esti- 
mating behavioral f requencies when the b eh avior 
ia sensitive, socially d is a pp roved, or periapt cried 
nai. The first section id eo ti fiai the fc to wb of mea- 
surement problems customary la survey research. 
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describe* the ethical and legal problems inherent 
in surveying human subjects, and discusses the 
inadequacy of traditional approaches that have 
been adopted to minimise these problems. The 
remainder of the book discusses the randomized 
response technique and application* of randomized 
retponse methods. Examines randomized responie 
strategies, design considerations, polychotomous 
and quantitative measures, subgroup comparisons, 
measures of association, and disclosure control. Re- 
views substantive applications of the methods, 
studies that compare randomized response to other 
survey methods, and related validation research. 
Concludes that the randomized response method 
warrants serious consideration in survey efforts. 
Fox is Professor of Criminal Justice, and Tracy is 
Assistant Professor and Director of die Graduate 
Program in Criminal Justice, Northeastern Univer- 
sity, Boston. No index. 

Haneveld, Willem K. Klein. Duality in stochastic 
linear and dynamic programming. Lecture Notes 
in Economics and Mathematical Systems series, 
ml. 274. New York; Berlin; London and Tokyo: 
Springer, 1086. Pp. vii, 295. $30.30, paper. ISBN 
0-387-16793-5. JEL 87-0769 

An analysis of certain problems that arise in sto- 
chastic linear programming and stochastic dynamic 
programming. Introduces the terminology of math- 
ematical programming and presents die duality 
theory of convex programming problems in ab- 
stract space. Deals with the specification of linear 
programming models, covers multistage stochastic 
linear programming models, and discusses the rela- 
tionship between stochastic linear programming 
and stochastic dynamic models. Prese n ts a general 
framework for abctract linear p rog ram ming duality 
and analyzes the nature of linear chance con- 
straints. Deal* with the behavior of the optimal 
value oper a to r of dynamic programming, robust- 
ness against dependence in PERT, and presents 
and analyzes a production-inventory model. Hane- 
veld is associated with the Institute of Economet- 
rics, University of Groningen, the Netherlands. 
Subject Index. 

Johnson, Aahon C., Jr.; Johnson, Marvin B. and 
Boss, Rvcben C. Econom etr ics: Basic and applied. 
New York; Macmillan; London: Collier Macmillan, 
1667. Pp. xv, 480. $28.00. ISBN 0-02-360620-6. 

JEL 87-0770 

In trod u ctory t e x tb oo k focusing os applied re- 
search; prerequisites an an introductory st a ti s tics 
course and fomflori t y with population parameter 
estimation, hypothesis testing, and with the theory 
of a specific ffi a d pfib e . Co v er s, the principle of 


equation regression theory and simple regression, 
multiple regression, correlation, distribution the- 
ory and hypothesis testing, and matrix notation. 
Covers practical application of regression tech- 
nique* to research problems. Presents standard 
econometric pr ob lem* i.e., multiooUinearity, omit- 
ted relevant and included Irrelevant variable*, het- 
eroscedasticity and autocorrelation, and sample de- 
ficiencies. Discusses die use of time in applied 
regression analysis. Considers the writing of re- 
search reports and presents the basic theorems of 
matrix algebra and their relationship to regression 
theory. Each chapter ends with a summary, list 
of new terms, and exercises. Also contains an ap- 
pendix of statistical tables, suggested readings, and 
answers to selected exercises. The authors are at 
toe University of Wisconsin, Madison. Glossary; 
index. 

Klockaks, Alan J. and Sax, Gilbert. Multiple com- 
parisons. Quantitative Applications in toe Social 
Sciences series. Sage University Paper, no. 61. 
Beverly Hills; London and New Delhi: Sage, 1966. 
Pp. 87. $6.00. paper. ISBN 6-8039-2051-2. 

JEL 87-0771 

Introduction to toe methods most commonly 
used in toe social and behavioral sciences to inves- 
tigate differences between levels of an independent 
variable within an experimental design; empha- 
sizes tests of significance. Reviews the analysis of 
variance and hypothesis testing, describing the di- 
mensions on which multiple comparisons vary and 
methods for a priori comparisons, pairwise meth- 
ods for post hoc comparison*, and the Schefife Test 
for poet hoc comparisons. Considers multiple com- 
parisons in factorial designs and testing compari- 
sons of interaction. Also addresses issues of un- 
equal sample size and violations of assumptions. 
Ktockars is Professor of Educational Psychology 
and Sax is professor of Education and Psychology, 
both at toe University of Washington. No index. 

Kmenta, Jan. Elements of econometrics. Second edi- 
tion. New York: Macmillan; London: Collier, 
[1971] 1966. Pp. xii, 786. $26.50. ISBN 0-02- 
366070-2. JEL 87-0773 

Second edition of an introductory econometrics 
textbook. [See JEL no. 71-1087 for annotation of 
toe first edition.] Revision* in this edition include 
(Implification of exposition and Introduction of new 
topics, such as; heteroskedastidty and autocorre- 
lated disturbances; errors of measurement and 
grouped data; multiooUinearity and specific errors; 
l estrlct e d coefficients, nonlinear models, and dis- 
tributed lap; pooling of cross section and time ae- 
fief (iwij ww gprciai copra, rrawnci new 



New Books: Annotated Listing 


1399 


lection on Bayes theorem and Bayesian inference, 
lew sections on nonnormahty and nonzero means 
yf the disturbance, and qualitative or limited de- 
lendent variables. Requires mathematical back- 
ground, including college algebra, calculus, and 
mne descriptive statistics. Kmenta is Professor of 
Economics and Statistics at the University of Mich- 
gan. Index. 

v, H. T. Combinatorial heuristic algorithm with 
FORTRAN. Lecture Notes in Economics and 
Mathematical Systems series, vd. 280. New York, 
Berlin; London and Tokyo; Springer, 1986. Pp. 
26. $16.10, paper. ISBN 0-387-17161-4. 

JEL 87-0773 

Analysis of the use of combinatorial heuristic al- 
gorithms. Part 1 deals with integer programming 
ind covers integer linear programming, zero-one 
inear programming, and the zero-one knapsack 
jroblem. Part 2 considers network design and in- 
dudes the traveling salesman problem, the Steiner 
ree problem, graph partitioning, the K-median 
ocation problem, and the K -center location prob- 
:m. All programs for these problems are written 
n FORTRAN-77. Lau is associated with Bell- 
Vorthem Research, Quebec, Canada. No index. 

TKEPOIIL. Helmut. Forecasting aggregated vector 
RMA processes. Lecture Notes in Economics and 
Mathematical Systems series, no. 284. New York; 
Berlin; London and Tokyo: Springer, 1987. Pp. 

, 323. $32.80, paper. ISBN 0-387-17208-4. 

JEL 87-0774 

Compares predictors, specifically focusing on the 
eve! of aggregation of the data used for prediction. 
3ata generation processes are assumed to be multi- 
variate, non deterministic, discrete-time stochastic 
irocesses that ore. or can be made, stationary. The 
nean squared forecasting error is used as a mea- 
ure of forecast accuracy. Examines vector stochas- 
ic processes, forecasting vector stochastic pro- 
esses, forecasting contemporaneously aggregated 
mown and estimated processes, forecasting tempo- 
ally and contemporaneously aggregated known 
irocesses, temporal aggregation of stock and Bow 
viable*, and joint temporal and contemporaneous 
ggregatkm. A general conclusion is to use disag- 
egate data for prediction of the aggregate if a 
viable is a contemporaneous and temporal aggre- 
ate. Hie author is at die Institute for Statistics 
md Economics, University of Hamburg. Bibhogrm- 
iby; no index. 

moEDu, Lamt D.. Sjoquist, David L. and 
TEHiAN, Paula E. Underetsmdtng r egre ssio n 
luafps i i. A* Mrotbsctory gelds. Quantitative Ap- 


plications in the Social Sciences series. Sage Uni- 
versity Paper, no. 57. Beverly Hills; London and 
New Delhi; Sage. 1966. Pp. 96. $6.00, paper. 
ISBN 0-8038-2758-4. JEL 87-0775 

Provides t heuristic explanation of the basic pro- 
cedures and terms used in regression analysis and 
the background needed to understand empirical 
work that relies on regression analysis; assumes 
no statistics and only a minimal mathematics back- 
ground. Focuses on the intuitive and verbal inter- 
pretation of regression coefficients, associated sta- 
tistics. and hypothesis tests. Also explains other 
terminology encountered in literature and dis- 
cusses major problems and issues encountered in 
regression analysis. Can be used as a supplemen- 
tary text in a variety of courses; uses examples 
from business, education, and the social sciences. 
An earlier, more limited version was published 
under the title Interpreting Linear Regression 
Analysis: A Hueristic Approach. Schroeder is Pro- 
fessor of Public Administration and Economics in 
the Maxwell School and Director of the Metropoli- 
tan Studies Program, Syracuse University. Sjoquist 
is Professor of Economics and Stephan is Professor 
of Economics and Industrial Relations. Georgia 
State University. No index. 

Skierstad. Atle and Sydsakteb, Knit. Optimal 
control theory with economic applications. Amster- 
dam; New York; Oxford and Tokyo. Elsevier Sci- 
ence, North- Holland; distributed in North America 
by Elsevier Science. New York, 1987. Pp. xvi, 445. 
$49.50. ISBN 0-444-87923-4. JEL 87-0776 
Intended to serve as an introduction, advanced 
text, and reference source to the theory of deter- 
ministic control of systems governed by ordinary 
differential equations. Indudes an introduction to 
the classical calculus of variations. Contains a large 
number of exam pies whereby the theory is applied 
to a variety of economic problems. Theoretical sec- 
tions concentrate on rendering existence results, 
necessary conditions, and sufficient corxktwos 
Modeb are used to illuminate qualitative and ana- 
lytical points and cover growth, exploitation of re- 
sources, control of pollution, firm behavior, and 
differentia] games. Slight attention is given to dy- 
namic programming and feedback controls. Intro- 
duction review* concepts such as the state of the 
system, and static optimization. Chapters discuss 
the calculus of variations and optimal control the- 
ory with and without restrictions on state variables. 
A number of exerc ia ai are included, with answers. 
Selagtad and Sydmeter are at the U Diversity of 
Oeto. Index. 

Skncvita. Jati K. Stochastic upltoUsafiiia and eco- 
nomic model*. Theory and DecWon Ubnry Series 
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B: Mathematical and Statistical Methods. Dor- 
drecht, the Netherlands; Boston; Lancaster and 
Tokyo; Kluwer Academic, Reidel; distributed in 
the U.S. and Canada by Uuwer Academic, Nor- 
well, Mass., 1986. Pp. x, 373. $79.50. ISBN 90- 
Z77-2301-X. JEL 87-0777 

Considers the main aspects of stochastic optimi- 
zation in economic models. Stochastic processes 
and control theory under optimization are used 
to illustrate the various economic implications of 
optimal decision rules. The objective is to present 
a critical overview of the area from a multidisci- 
plinary perspective. Major topics discussed in- 
dude: portfolio models in finance, differential games 
under uncertainty, self-tuning regulators, models of 
renewable resources under uncertainty, and non- 
parametric methods of efficiency measurement. 
The selected models are used to evaluate stochastic 
processes such as the Wiener process, jump pro- 
cess, and diffusion process in their implications for 
operational usefulness in policy making, computa- 
tional flexibility, and adaptivity to new informa- 
tion and data. The author is Professor of Eco- 
nomics and Operations Research, University of 
California, Santa Barbara. Author and subject in- 
dexes. 

Szamos, A tus. Statistical foundation* of econometric 
modelling. Cambridge; New York and Sydney: 
Cambridge University Press, 1986. Pp. xxiii, 695. 
$34.50. ISBN 0-521-26285-2. JEL 87-0778 
Designed as a textbook for advanced undergrad- 
uate and graduate level courses in econometric the- 
ory and as a reference book for research workers 
in applied econometrics. Prerequisites are basic 
courses in set theory, calculus, and linear algebra; 
no prior knowledge of probability, statistics, and / 
or econometric theory is assumed. Proposes an 
econometric modeling framework based on both 
economic theory and the structure of the observed 
data; emphasis is on choice of appropriate sta ti s ti ca l 
models and misspedfication testing. Part 1 pre- 
sents an introduction to econometrics and the de- 
scriptive study of data. Parts 2 and 3 provide the 
background in probability theory and statistical in- 
ference needed to build an econometric methodol- 
ogy. Part 4 considers statistical models of interest 
in econometrics as extensions of the models pre- 
sented in part 3. Models discusse d include: the 
Gauss linear model, linear regression model, dy- 
namic linear regression model, multivariate linear 
regression model, and si mu ltaneous equations 
model. Uses examples to lllii(ifr>ta how concepts 
and procedures related to estimation, misspecifica- 
tion testing, and repanmetnptioo can be used 
in p ra ctice. Spaaos is Leo tur a CTi Econo mi cs. Bfrk- 
beck College, London UMvgMty. Index. 


Wolt, Fhkdhic M. Meta-analysis: Quantitative 
methods for research synthesis. Quantitative Ap- 
plications in the Social Sciences Series, Sage Uni- 
versity Paper, no. 59. Beverly Hills; London and 
New Delhi; Sage, 1988. Pp. 65. $6.00, paper. 
ISBN 0-8039-2756-8. JEL 87-0779 

Describes the meta-analysis approach, i.e.. the 
application of statistical procedures to integrate, 
synthesize, and review collections of empirical 
findings from individual studies. Overviews the 
method and its use and discusses its advantages 
and the criticisms it has received. Presents three 
of the more common statistical tests (Fischer, 
Winer, and Stouffer combined tests) for combining 
the results of independent tests of the same hy- 
pothesis and discusses their selection. Considers 
measures of effect size for group differences and 
correlational relationships. Discusses methods for 
examining possible interactions or mediating ef- 
fects and how to select a common metric to aggre- 
gate diverse statistics across studies. Examines bias 
problems and their reduction, including the file- 
drawer problem, weighting by sample size, unbi- 
ased estimate of effect size, tests of homogeneity, 
nonindependent results, validity, and reliability. 
Reviews nonparumetric methods of effect size. The 
concluding chapter summarizes the strengths and 
limitations of meta-analysis and outlines guidelines 
when using it. Wolf is Assistant Professor of Post- 
graduate Medicine and Health Professions Educa- 
tion, University of Michigan. No index. 

See also: Book Numbers JEL 87-0647, 87-0781 

220 Economic and Social Statistical Data and 
Analysis 

Alessandmni, Sergio and Dau-ago, Bruno, eds. 
The unofficial economy: Consequences and per- 
spectives in different economic systems. Aldershot, 
England and Brookfield, Vt.: Gower, 1967. Pp. 
345. $47.50. ISBN 0-565AKI31-I. 

JEL 87-0780 

Twenty-one papers given at a seminar at the 
University of Trento on the unofficial economy, 
where over thirty anthropologists, sociologists, and 
economists from Europe, the United States, and 
Israel discussed its characteristics and Importance. 
Organized into four parts. Papers in part 1 identify 
the nature and extent of the problem and describe 
tbe difficulties in determining accurate definitions 
of tite unofficial economy. Tbe second part dis- 
cusses economic systems and contains papers that 
make an intersystematic comparative approach and 
those that present tbe main features of tbe unoffi- 
cial economy in one specific system. Special atten- 
tion is given to North Africa, Poland, and Hungary. 
Pari 3 includes papers combining economic, aodo- 
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logical, and anthropological analyte* of specific or- 
ganizational forms in various contexts. Papers con- 
centrate on the effects of anti-Mafia law, the infor- 
mal work of industrial workers, and the second 
economy in Soviet Georgia. The last part com- 
ments on consequences of the unofficial economy, 
specifically welfare and income distribution, and 
examines the measurement of hidden personal in- 
come in the U.S.S.R., expansion of the second 
economy in Hungary, welfare economic aspects, 
optimal income taxation, the untaxed sector, the 
inequality impact in Yugoslavia, and macroeco- 
nomic disequilibrium and the size of the unofficial 
economy in Poland. Alessandrini and Dallago are 
at the University of Trento. No index. 

lye, Michael R. and Black. Dan A. Consumer 
behavior, cost of living measures, and the income 
tax. Lecture Notes in Economics and Mathematical 
Systems series, vol. 276. New York; Berlin; Lon- 
don and Tokyo: Springer, 1966. Pp. 119. (16.00, 
taper. ISBN 0-387-16797-8. JEL 87-0781 

Provides a guide to the theory of consumer be- 
havior and the construction of measures of die cost 
of living, focusing primarily on theoretical issues. 
Considers the traditional framework that ignores 
taxes and extends the theories to allow for an in- 
tome tax. Organized as follows: overview and 
mathematical preliminaries, the theory of con- 
sumer behavior both in the absence and presence 
of an income tax, the authors' derivation of eco- 
nomic indices both in the absence and presence 
of taxation, and practical issues that arise in apply- 
ing the derived theory. Assumes familiarity with 
talculus and set-theoretic concepts. Baye is a mem- 
ber of the Department of Economics, Texas AkM 
Jniversity. Black is a member of the Department 
of Economics, University of Kentucky. Bibliogra- 
ihy; no index. 

UPRIEZ, Le6n H., ed. Economic progress; Proceed- 
ings of a conference held by The International Eco- 
nomic Association at Santa Mergherita figure. It- 
aly. Second edition. Edited by Austin Robinson. 
Mew York: St. Martin s Prats, [19S5] 1967. Pp. 
xxviil. 389. (45.00. ISBN 0-312-23633-6. 

JEL 87-0782 

Reprint of the proceedings of a conference on 
Economic Progress held by the International Eco- 
nomic Association in 1953 with the addition of an 
index and a new introduction by Austin Robinson 
who comments on the 1953 thinking on economic 
TTograsa and deve l op m ent Nineteen contributions 
are divided into six parts as follows: (1) the Meaning 
and Criteria of Economic Progress; (2) the Pro gr ess 
of Industrialisation; (3) I nvestment and Progre ss ; 
(4) E nt re pre neurship, T e c hno logical Change and 


Social Organization, (5) Public Policy for Economic 
Progress; and (6) the Theory of Secular Progress. 
Also includes the summary records of the discus- 
sions of papers. Robinson was <at the time of the 
conference) Professor of Economics at Cambridge. 
Index. 

United Nations Department of International 
Economic and Social Affairs, Statistical Of- 
fice. Handbook of national accounting. Account- 
ing for production: Sources and methods. Studies 
in Methods, Series F, no. 39. U.N. Publication 
Sales No. E.86.XV1I.11. New York United Na- 
tions, 1986. Pp. xi, 180. (17.50. paper. ISBN 92- 
1-161264-0. JEL 87-0783 

A manual on sources and methods for compiling 
the production statistics needed for the U.N. Sys- 
tem of National Accounts as reflected in the U.N. 
National Accounts Questionnaire. Describes 
sources and methods for compiling gross domestic 
product both as the sum of the output of different 
producers and as the sum of final uses of that out- 
put; concerned only with estimates at current 
prices. Part 1 is a general introduction to the sub- 
ject. It includes definitions and classifications, an 
overview of national accounts methodology, and 
basic sources of data. Part 2 describes the produc- 
tion approach to CDP and GDP by land of activity. 
Part 3 considers the cost components of GDP. and 
part 4, final expenditures on GDP. Also available 
in French. Russian, and Spanish. Bibliography; no 
index. 

Wolff, Edward N. Growth. accumulation, and un- 
productive activity: An analysis of the postwar 
U.S. economy. Cambridge: New York and Mel- 
bourne: Cambridge University Press, 1987. Pp. 
xi. 201. (37.50. ISBN 0-521-25151-6. 

JEL 87-0784 

Marxian analysis of the impact of a rising level 
of unproductive activity on capital accumulation 
and productivity. Documents the importance of 
unproductive labor activity in the postwar Ameri- 
can economy (1947-76) and assesses its implica- 
tions. Presents a methodology by which st anda rd 
accounting frameworks can provi d e an empirical 
basis for categories of Marxian analysis and devel- 
ops a growth model to assess the effect of unproduc- 
tive activity on surplus g ener a tion, capital accumu- 
lation, and the growth in productivity. Finds that 
the shift or resources to unproductive a ctivitie s 
has reduced new capital fc rra s tinn and p ro d uc ti vity 
growth and eroded the rate of growth in per capita 
ovmg ttanatrCB. won ts irwefewr oc bc^cmmcs. 
New York University. 

Sat aim: Book Numbers JEL 87-0739. 97-0754. 87- 
0631, 87-0835, 87-0048, 87-0856 
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300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial Theory 
and iNsmrvnoNS 

Brandeis, Louis D. Other people's money and how 
the bankers use it. Reprint of second edition. Re- 
prints of Economic Classics series. Fairfield, N.J.: 
Kelley, [1914, 1932] 1966. Pp. kdi, 223. 123.00. 
ISBN 0-678-00856-6. JEL 87-0785 

Includes a preface to the first edition as well as 
a lengthy foreword to the second by Norman Hap- 
good, a colleague of Brandeis. Most of the articles 
reprinted appeared in Harper's Weekly in 1913 
and 1914. Essays discuss financial oligarchies, bunk 
combinations, interlocking directorates, banking 
and the Pujo Committee recommendations, the 
role of publicity as a remedy for improper combina- 
tion and control, the role of bankers in connection 
with state and local government bond issues, the 
role of big banks in industrial development, size 
as a factor in the rise of bank combinations, the 
failure of banker management, and the inefficien- 
cies of oligarchies. The foreword, "Prophet and 
Statesman,” discusses how Brandeis’ philosophy 
influenced Supreme Court opinion and bow history 
has tested the soundness of the philosophy. No 
index. 

Chua, Jess H. and Woodward, Richard S. Cains 
from stock market timing. Monograph Series in 
Finance and Economics, no. 1986-2. New York: 
New York University, Graduate School of Business 
Administration, Salomon Brothers Center hr the 
Study of Financial Institutions, 1986. Pp, 75. 
$7.00, paper. JEL 87-0786 

Reviews the academic literature on die subject 
of market timing and presents some new empirical 
teats and results on its value. After a general intro- 
duction, considers the importance of the accuracy 
required for market timing. Presents teat results 
summarizing the returns to timing. Ex amines the 
cost and value of market timing. Section 4 reviews 
the literature on market timing performance. Cau- 
tions that different measures are applicable to each 
particular situation. Section 5 evaluates the timing 
and stock selection performance of samples of mu- 
tual funds from the United States and Canada over 
a ten-year period. The last section examines how 
existing technology can be used to improve the 
management of market timing activities. Chua is 
an As s ocia te Professor of Financial Management 
and Woodward is an Associate P rofe ss or of Finance 
at the University of Calgary. No index. 

Devinney, Timothy M. Rationing in a theory of the 
banhngfirm. Studies in Co n te mp o ra ry Economics 


series. Berlin; New York and Tokyo: Springer, 
1966. Pp. vi. 102. $16.00, paper. ISBN 3-540- 
10052-3. JEL 87-0787 

Develops a theory of credit rationing based upon 
the existence of risk-reducing informational tech- 
nologies in which rationing is not so much the re- 
sult of risk per se but rather the bank’s ability to 
recognize and react to that risk. Discusses prior 
credit rationing theories, presents a model of credit 
rationing as a function of an information technol- 
ogy, and examines the informational value of long- 
term bank-customer relations. The concluding 
chapter considers implications of the theory for 
the rede of nonprice rationing in a general equilib- 
rium framework and regulatory and monetary pol- 
icy. Devinney is Assistant Professor of Manage- 
ment, Owen Graduate School of Management, 
Vanderbilt University. No index. 

Fisher, Irvinu. The theory of interest as determined 
by impatience to spend income and opportunity 
to incest it. Reprints of Economic Classics series. 
Fairfield. N.J . Kelley, [1930] 1986. Pp. xxvii, 566. 
$37.50. ISBN 0-678-00003-4. JEL 87-0788 

Addressed to financial and industrial leaders and 
professors and students of economics, in recogni- 
tion of the expansion of credit after World War I 
to finance military operations, postwar reparations, 
reconstruction, and rebuilding of industry and 
trade. Recognizes the advent of inflation and the 
decline in real interest rates or fixed income securi- 
ties. Presents an intensive analysis of the relation- 
ships between prices and interest rates. Part 1 is 
a general introduction, discussing income and capi- 
tal, money and real interest, and some common 
pitfalls. Part 2 presents the theory "in words" for 
those with a "distaste for mathematics." Part 3 de- 
scribes the theory in mathematical and statistical 
terms. The last part analyzes a variety of topics, 
such as the place of interest in the economy, the 
relation of discovery and invention to interest 
rates, personal and business loans, and relation of 
interest to money and prices. The late Irving 
Fisher was Professor of Economics at Yale Univer- 
sity. Bibliography; index. 

Friedman, Benjamin M., ed. The changing roles of 
debt and equity in financing U S. capital forma- 
tion. Paperback reprint. National Bureau of Eco- 
nomic Research Project Report series. Chicago and 
London: University of Chicago Press, [1962] 1967. 
Pp. vti, 115. Paper. ISBN 0-226-28342-8. 

JEL 87-0789 

Paperback reprint. [See JEL no. £2-1190 for an- 
notation and JEL, Volume 21, no. 1 (March 1983), 
p. 1538 for a review.] 
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anion, James A. and Rocha, Roberto de Re- 
zende. High interest rates, spread*, and the costs 
of intermediation. Two ttudie*. Industry and Fi- 
nance Seriei, vol. 18. Washington, D.C.: World 
Bank. 1906. Pp. x, 82. 15.00, paper. ISBN 0-8213- 
0835-1. JEL 87-0790 

Two papers analyze the determinants of high 
interest rates. James A. Hanson examines the rela- 
tionship between spreads and explicit taxes as well 
as implicit taxes on financial intermediation. Re- 
views the repercussions of high spreads on operat- 
ing costs and profits and presents an agenda for 
reducing spreads. Roberto de Rezende Rocha pre- 
sents a cross-country analysis of the costs of inter- 
mediation in developing countries. Investigates the 
determinants of bonking costs and profits, includ- 
ing inflation and market structure, and suggests 
certain policy options. Hanson is Senior Financial 
Economist with, and Rocha is a consultant to, the 
Industry Department of the World Bank. No in- 
dex. 

onvrrz, Paul M. and Ward, Richard A. Monetary 
policy and the financial system. Sixth edition. En- 
glewood Cliffs. N.J.: Prentice- Hall. [1963 . . .1683] 
1987. Pp. xii, 532. ISBN 0-13-599881-1. 

JEL 87-0791 

Revised and updated edition of a textbook for 
use in courses in financial markets, financial institu- 
tions, and money and banking in the United States. 
[For annotation of fifth edition see JEL no. 83- 
0398.] Uses the Federal Reserve flow -of-fu rub as 
the integrating mechanism to examine the financial 
system and focuses on interest rates and theory, 
including loanable hinds and liquidity preference 
theories and the effects of deposit interest on inter- 
est theory. Chapters contain summaries, ques- 
tions, and reading lists. Instructor's manual availa- 
ble. Horvitz is Judge James A. Elkins Professor 
of Banking and Finance at the University of Hous- 
ton. Ward is Emeritus Professor of Finance and 
Business Economics, University of Southern Cali- 
fornio. Glossary; index. 

bal, ZuaAia and Miraxiior, A seA5 1 dermic bank- 
ing. Occasional Paper series, no. 46. Washington, 
3.C.; International Monetary Fund, 1987. Pp. vi, 
62. 17-90. paper. ISBN 0-939934-82-5. 

JEL 87-07 92 

Describes certain salient features of the Islamic 
hanking system and analyzes the experiences of 
the Islamic Republic of Iran and Pakistan, both 
of which have taken steps recently to bring their 
hanking systems in closer accord with Islamic prin- 
ciple*. The first section describes t heoretical aa- 
jects of an Islamic bonking and financial system, 
describes the banking system, financial markets. 


savings and investment, and central banking and 
monetary policy. The second and third sections 
present s detailed dis c u ss ion of Islamic banking 
in Iran and Pakistan, with particular attention to 
bonk liabilities and assets, monetary policy, bank- 
ing regulation, government borrowing. Mid asset 
concentration; examine problems that have or 
could hinder the implementation of Islamic bank- 
ing. Section 4, a summary, finds that the absence 
of interest does not reduce the effectiveness of 
monetary policy or the central banks' ability to 
per for m their traditional roles. Appendices contain 
a detailed review of Islamic banking lows. Iqbal 
is with die Middle Eastern Department and Mirak- 
hor is with the Research Department of the IMF.' 
Glossary, bibliography, no index. 

Phodano, Svlvjo. Petition fund*: Investment and 
performance. Gower Studies in Finance and In- 
vestment series, no. 3. Aldershot. England and 
Brookfield, Vt.; Gower, 1987. Pp. xiii, 186. $50.96. 
ISBN 0-566-00817-3. JEL 87-0793 

A study of the U.L pension fond investments 
and their performance, based on secondary data 
sources and primary data from practicing fond 
managers and trustees of pension funds. Begins 
with a discussion of pension fond assets, their re- 
markable recent growth, their tax status, and asset 
reversion resulting from fond values exceeding ha 
bilibes. Describes fond investment policy and 
strategy. Notes importance of strategy because of 
the size of pension funds in relation to available 
U.K. equity. Provides a review of investments in 
securities, commercial and industrial property, 
currency, housing, agricultural land and foreign 
investment. Describes a variety of methods for 
evaluating performance with considerations for in- 
corporating risk and uncertainty. Reviews bosk- 
portfolio analysis and discusses risk and portfolio 
performance. Concludes with a discussion of fund- 
ing and the valuation of assets. Prodano is Director 
of Studies at Pembroke College. University of 
Cambridge. Bibliography: index. 

Stull, Hans R. and Whalkt. Robert E. Expiration 
day effect* of index option* and future*. Mono- 
graph Series in Finance and Economics, 1988-3 
New York: New York University. Graduate School 
of Business Administration, S alomo n Brothers 
Center for the Study of Financial I n sti tuti ons. 
1986. Pp 91. $7.00. paper. JEL 87-0794 

Examines the characteristics and uses of index 
fiitngM and options and the volume of trading m 
these instruments. Recognizes that the effective- 
ness of option* and futures aa tools for hedging 
and risk uumtgpmanl depenrk on a system of arbi- 
trage price hnh « m to the underl y i ng s t ock In di ces . 
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Describes these linkages and the arbitrage process, 
and the number and magnitude of arbitrage oppor- 
tunities. Discusses cash settlement procedures as 
the potential source of expiration day price effects. 
Analyzes open interest in futures and stock options 
and volume behavior around expiration days. The 
effects of stock market prices associated with the 
expiration of options and futures is also analyzed, 
noting that the unwinding of arbitrage positions 
can cause price pressures; examines the spread be- 
tween futures and cash index prices. Considers 
predicting expiration day price effects on the basis 
of past arbitrage opportunities and concludes that 
the process is difficult; also, the higher the degree 
of market predictability, the less the opportunity 
to make profits from the ability to predict. Notes 
that empirical data indicate a decline in number 
and magnitude of arbitrage opportunities. Stoll is 
Professor of Finance at the Owen Graduate School 
of Management, Vanderbilt University, and Wha- 
ley is Associate Professor of Finance at the Fuqua 
School of Business, Duke University. No in- 
dex. 

United Nations Department or International 
Economic and Social Affairs. Savings for devel- 
opment: Report of the Third International Sympo- 
sium on the Mobilization of Personal Savings in 
Developing Countries, YaouiuU, Cameroon, 10- 
14 December 1984. U.N. Publication Sales No. 
E. 85. 11. A. 17. New York: United Nations. 1986. 
Pp. viii, 114. $14.50, paper. ISBN 92-1-104172- 
4. JEL 87-0795 

Contains the symposium report and recommen- 
dations, a summary of the meeting of experts to 
prepare the symposium, and thirteen selected pa- 
pers presented to the symposium. Topics of the 
symposium report include: interest rates and re- 
lated issues and ways of enhancing the effectiveness 
of the framework for the mobilization of personal 
savings in developing countries, i.e. making the 
institutional financial sector more efficient, maxi- 
mizing the contribution of the noninstJtubonal sec- 
tor to the mobilization of personal savings, and 
strengthening the link between the sectors. Also 
evaluates the Integrated Programme of Interna- 
tional Co-operation for the Mobilization of Personal 
Savings in Developing Countries and its future. 
Some of the topics of the selected papers are: the 
Asian experience with rural savings mobilization; 
insurance and development; case studies of savings 
for development in Peru, Cuba, Nigeria, and Ja- 
maica; mobilization of savings in rural areas; and 
mobilization of personal savings through thrift and 
loan societies and setf-beip promotion Institutions. 
Also available in French, Russian, and Spanish. 
No hides. 


See also: Book Numbers JEL 67-6660, 87-0677, 87- 
0706 , 87-0709 , 87-0735, 87-0790, 87- 
0793, 87-0807 

320 Fiscal Theory and Policy; Public Finance 

AceUo Jonas. The effects of capital taxation: An 
equilibrium asset market approach. Studia Oecon- 
omica Upsaliensia series, no. 9. Uppsala, Sweden: 
Acta Universitatis Upsaliensis; distributed by 
Almqvist and Wiksell International, Stockholm, 
1986. Pp. 123. Paper. ISBN 91-554-1938-0. 

JEL 87-0796 

An analysis of the effects of capital taxation and 
inflation on the short-run general equilibrium of 
financial markets, using an asset market frame- 
work. Quantifies the parameters of the model using 
Swedish data for 1980 and constructs a benchmark 
equilibrium by employing a calibration procedure. 
Employs the model to simulate the effects of per- 
sonal expenditure taxation, indexing the personal 
income tax, reforms of the corporate income tax, 
joint reforms of the personal and corporate income 
tax, and the indexation of the entire tax system 
on the simultaneous determination of equilibrium 
yields on alternative assets, die value of wealth of 
different classes of investors, and the incentive* 
to invest in different production sectors. Compares 
the effects of these alternative tax regimes with 
the benchmark equilibrium. Reviews the possible 
impact of relaxation of some of the model's assump- 
tions. Agell is a member of the Department of 
Economics, Uppsala University. No index. 

Boadway, Robin W. and Mintz, Jack M., eds. Policy 
forum on the business transfer tax. Policy Forum 
series, no. 12. Kingston, Ontario: Queen's Univer- 
sity, John Deutsch Institute for the Study of Eco- 
nomic Policy, 1986. Pp. iii, 72. Paper. 

JEL 87-0797 

Eight papers from a forum sponsored by the John 
Deutsch Institute for the Study of Economic Pol- 
icy. Evaluates the business transfer tax as an option 
in the reform of sales taxation in Canada and as a 
part of tax reform generally. The editors provide 
an overview of the issues surrounding the Business 
Transfer Tax. Glen Jenkins examines the evolution 
of sales tax reform in Canada and Robin Boadway 
discusses sales tax reform options. Jonathan Kessel- 
man reviews the pros and cons of a business trans- 
fer tax in Canada. James Davies examines equity 
and efficiency aspects of such a tax. Alex Easson 
discusses basic considerations in designing a busi- 
ness transfer tax, and Jack Mintz presents issues 
arising from design. David Bradford provides a 
wrap-up to the session. Boadway and Mintz are 
with the Dep ar tment of Economics at Queen's 
University. No index. 
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Cordray, David S. and Lipsey, Mark W„ eds. Eval- 
uation studies. Review Annual. Volume 11. 198 6. 
Newbury Pork: London and New Delhi: Sage, 
1987. Pp. 757. 959.95. ISBN 0-8039-2599-9. 

JEL 87-0798 

Forty previously published papers and on intro- 
duction by the editors provide a review of the range 
of issues and topics that characterize the field of 
evaluation studies. Most of the papers were origi- 
nally published in 1984 and 1985. The organizing 
framework distinguishes between two approaches 
reflected in the papers, program evaluation and 
program research. Six overview papers consider 
points of view on the history, recent developments, 
and critical perspectives of program evaluation and 
research. Seventeen papers discuss aspects of prac- 
tical program evaluation such as practical utility, 
advice, tools, techniques, tactics, assessing benefits 
and costs, and qualitative inquiry. The remaining 
seventeen papers are program research oriented 
and deal with social problems and social interven- 
tions, the role of program theory, client-treatment 
interactions, social experimentation, and research 
synthesis. Cordray is Croup Director, Program 
Evaluation and Methodology Division. U.S. Gen- 
eral Accounting Office. Washington, D.C. Lipsey 
is Professor of Psychology and Chair, Psychology 
Department, Claremont Graduate School. No in- 
dex. 

Gold, Steven D. , ed. Reforming state tax systems. 
Denver: National Conference of State Legislatures. 
1986. Pp. xiii, 352. 920.00. paper. ISBN 1-55516- 
538-9. JEL 87-0799 

Nineteen papers presented at a conference spon- 
sored by the National Conference of State Legisla- 
tures (NCSL) in Denver in October 1985. Back- 
ground articles discuss recent trends and future 
directions of state tax policy, characteristics of a 
balanced and moderate state-local revenue system, 
and the role of research in formulating state tax 
policy. Part 2 addresses major concerns such as 
the tux burden and state tax concessions and incen- 
tives for economic development. Papers in part 3 
discuss tax simplification in the context of a state 
tax system. Essays in part 4 examine the impact 
of federal tax reform on state taxes. The last part 
contains articles dealing with major tax sources of 
state revenue — personal income, general sales, 
business, excises, severance, death, and farms. The 
contributors are mainly economists, tax specialists, 
and government affairs experts. Gold is Director 
of Fiscal Studies for the National Conference of 
State Legislatures. Index. 

Cane, Jan-Eiux, ed. State and market : The politics 
of the pabkc and the private. SAGE Modem Poli- 


tics Series, voi. 9. London; Beverly Hills and New 
Delhi: Sage. 1985. Pp. x, 394. 940.00, doth; 
916.00. paper. ISBN 0-8039-9708-6. pbk. 

JEL 87-0800 

Eleven papers, some presented at the European 
Consortium for Political Research conference in 
Frieburg and others written for this volume. Pa- 
pers analyze the relationship between the public 
and private sectors, noting that the process nf pub- 
licization means that citizens in the welfare state 
become increasingly reliant on the public budget. 
The papers in part 1 deal with the nature of the 
public sector. They examine the boundary problem 
of public policy and markets; public provision of 
goods and services; a model of a nunbudget-maxi- 
mizing bureau; and economic relations between 
city and suburban governments. Essays in part 2 
focus on public and private interaction, incusing 
on official, unofficial, and domestic economic re- 
sources: urban renewal, corporationism: and die 
housing market. Three articles in part 3 analyze 
the logic of public decision making. Topics are: 
public administration: public sector growth: and 
the transition of the postindustrial city. Lane is 
Professor of Public Administration of Umct Uni- 
versity. Author and subject indexes. 

Levitt, M. S. . ed. New priorities in public spending. 
joint Studies in Public Policy series, no. 13. Aider- 
shot. England and Brookfield. Vt ; Gower. 1987. 
Pp. vii. 129. 938.95. ISBN 0-566-05386-1. 

JEL 87-0801 

Six papers and comments presented at a confer- 
ence in July 1986 organized by the U.K. National 
institute of Economic and Social Research with 
ail introduction summarizing public spending pri- 
orities by Sir Douglas Henley. Four papers con- 
sider policy areas related to public expenditure 
in the United Kingdom: state spending and private 
industry (G. White), the distributional effects on 
net incomes over the past two decades (Michael 
O'Higgins), issues pertaining to public sector pay 
(Chris Trinder), and the build-up of internationally 
determined commitments (W. j. L. Wallace). The 
other papers consider trends and prospects in pub- 
lic spending (M. S. Levitt and M. A, S. Joyce) 
and developments in management and control 
(Robin Willis). The editor is Senior Research Fel- 
low. National Institute of Economic and Social Re- 
search, London. Index. 

Picaw, Lah'i* A. andZansxi, Raphael, eds- Salma- 
Hanoi politics in the 1980 s. Or g an fe o N nw, raorga- 
nUaikm and econo mi c dev elo p m ent . New York and 
London: Gre en wood. Praager, 1987, Pp- ai, 985. 
938.96. ISBN 0-275-99314-2. /EL 87-9002 
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Thirteen papers originally presented at a sympo- 
sium held at the University of Nebraska- Lincoln 
in November 1964 on the subject of subnational 
politics and the problems of intergovernmental re- 
lations in a time of scarcity. Focuses on two major 
themes: the concern for human participation in 
governmental decision making and the ability of 
subnotions! governments to cope with problems 
that face public-sector institutions in this time of 
scarcity and “cutback management.” Organized 
into three sections; local and regional politics in 
federal and unitary systems (four papers), recent 
experiments in the reorganization of local and re- 
gional governments (five papers), the politics of 
development administration at the local level (four 
papers). Each section contains an introductory es- 
say by the editors. Specific reference is made to 
systems in Canada, West Germany, Brazil, Great 
Britain, East Africa, and Ethiopia os well as the 
United States. The contributors are mainly political 
scientists and urban studies specialists. Picard is 
Associate Professor of Political Science, University 
of Nebraska- Lincoln. Zarisld is Professor of Politi- 
cal Science. University of Nebraslca-Lincoln. In- 
dex. 

Reis, Karl Eucen. Fesedn fiir den Leviathan: Die 
SteuerrevoUe in den Vereinigten Stoat en und die 
ProUematik budget&rer Schranken. Reibe Wirt- 
schaftwissenschaften, Band 32. Pfeffenweiler: Cen- 
taurus-Verlagsgeselischaft, 1967. Pp. xi, 338. Pa- 
per. ISBN 3-89085-159-2. JEL 87-0803 

Text In German, with an English summary. 
Deals with circumstances under which a collective 
resistance to taxation takes place. Examines the 
causes that led to the U.S. tax revolt in 1978. Dis- 
cusses whether such fiscal revolt* are the appropri- 
ate means for expressing public pr e fe r e nces. Gives 
special attention to Proposition 13 in California, 
describing the factor* behind this movement. 
Though many causes are indi ca t ed, the high and 
growing burden of visible levies (property tax) is 
presented as the main issue. Examines assump- 
tions behind fiscal constraint. Recognizes conflicts 
between public p r e fe r e n ces and special interest 
groups. Favors defat limitations as a technique for 
abolishing the negative impact of deficits, but rec- 
ognizes that politicians oppose constraints as these 
limit their own behavior. Index. 

Sea alto. Book Numbers JEL 87-0656, 87-0667, 87- 
0736. 87-0803, 87-0953, 87-0960 

400 International Economics 

Gandolto, Giancaklo. I nt er nati ona l econom ic *. 
New'York; Berlin; London and Tokyo: Springer, 


1986. Pp. irregular. 1137.00. ISBN 0-387-18707- 
2. JEL 87-0804 

Undergraduate and graduate textbook in interna- 
tional economics; the text is directed to undergrad- 
uate students and appendices to more advanced 
and graduate students. Treatment in the text is 
mainly confined to graphic analysis and elementary 
algebra and assumes a good knowledge of basic 
micro- and macroeconomics; treatment in the ap- 
pendices is mainly mathematical and assumes a 
working knowledge of calculus, matrix algebra, op- 
timization methods, and dynamic analysis for sta- 
bility purposes. The first section presents the pure 
theory of international trade. Topics include; the 
classical theory of comparative costs; neoclassical 
theory of international trade; the Heckscher-Ohlin 
model; tariffs, protection, and economic integra- 
tion; international trade and economic growth; re- 
finements of the orthodox theory; and new theories 
of international trade. The second section ad- 
dresses international monetary theory and open 
economy macroeconomics. Some topics are; the 
foreign exchange market, balance of payments and 
national accounts, the the roles of income changes 
and exchange rates in the adjustment process, 
money and other assets under fixed and flexible 
exchange rates, international capital movements, 
fixed versus flexible exchange rates. International 
liquidity and international financial markets, and 
the problem of integration between the pure the- 
ory of international trade and international mone- 
tary economics. Candofio teaches international 
economics at the University of Rome. Bibliogra- 
phy; name and subject indexes. 

N oss iter, Bernard D. The globed struggle for more: 
Third world conflicts with rich nation*. Twentieth 
Century Fund Essay series. New York; London; 
S4o Paulo and Sydney; Harper and Row, 1967. 
Pp. xvi, 254. $20.00. ISBN 0-06-435851-8. 

JEL 87-0805 

Examines issues dividing rich and poor nations. 
Contends that third world growth is linked closely 
to prosperity in the developed world. Reviews the 
history of lending and the return to the lenders. 
Traces the rising South, attempts by tile IMF and 
other groups to alleviate the effect* of the debt 
crisis, the attempt to develop laws relating to min- 
eral and fishing rights in the tea, and the nature 
of aid programs. Analyzes measures to ease the 
debt crisis. Concludes that strong Northern growth 
will solve many of the South's problems, especially 
low commodity prices and demand. Nosstter is ■ 
journalist trained in economics. Index. 

Salvatore, Dominick. International economics Sec- 
ond edition. New York; Macmillan; London; Col- 
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tier Macmillan, [1963] 1987. Pp. xxviii, 611. ISBN 
0-02-405380-0. JEL 87-0006 

Second edition of an introductory textbook on 
the theory and principle* of international econom- 
ic*. Designed for use in both undergraduate and 
graduate courses. New topics include: the specific- 
fectors model, growth with factor immobility, trade 
in differentiated products, the rise of trade protec- 
tionism, the international debt, exchange-rate dy- 
namics, exchange-rate futures and options, effi- 
ciency of the foreign exchange markets, the 
Eurobond and Euronote markets, and the portfolio 
balance approach. Each chapter contains a sum- 
mary, glossary, readings and questions, and prob- 
lems. Contains answers to selected problems. In- 
structor's manual available. [For annotation of 
previous edition see JEL no. 83-0415. / Salvatore 
is Chairman and Professor. Department of Eco- 
nomics, Fordham University. Glossary, name, and 
subject indexes. 

Tremblay, Rodricue, cd. Issues in North American 
trade and finance: Fourth International Congress 
Papers and Proceedings, vol. 4. no. 1. Montreal: 
North American Economics and Finance Associa- 
tion, 1987. Pp. xiv, 633. Paper. ISBN 2-920857- 
99-1. JEL 87-0007 

Thirty-nine papers presented at the Fourth In- 
ternational Congress of the North American Eco- 
nomics and Finance Association in July 1986 at 
the University of Montreal consider important is- 
sues pertaining to the economics of Canada, Mex- 
ico, and the United States. General topic areas 
are: international indebtedness (eleven papers), 
money and foreign exchange (eight papers), bank- 
ing and financial markets (five papers), trade and 
competitiveness (eleven papers), and corporate fi- 
nance and management (four papers). Authors are 
economists, agency representatives, financial exec- 
utives, and other financial specialists. The editor 
is at the University of Montreal. Index. 

Visser, Hans and Schoorl, Evert, eds. Trade in 
transit; World trade and world economy — Past, 
present and future. Hingham, Mass.: Dordrecht 
and Lancaster: Kluwer Academic, 1967. Pp. xvii, 
338. $47.50. ISBN 90-247-3306-7. 

JEL 87-0908 

Papers presented at the World Trade Confer- 
ence 1965, held on 4-6 September, organised by 
the World Trade Center Amsterdam, the Univer- 
sity of Amsterdam, and the Free University of Am- . 
sterdam on the occasion of the opening of the Trade 
Center. Twenty-six papers are divided into six 
parts as follows: (I) historical, with papers dealing 
with the dassteal and Marxian view of peace and 
trade; (2) the global view, inck t di ng essays on die 


financial cooditions for sustaining recovery, lessons 
from the past about world trade and international 
finance, the influence of international capital Bows 
on world trade, high-tech and the changing shape 
of world trade, long-term issues m international 
equilibrium, and trends in world protectionism: 
(3) U.S. policy and the dollar, describing the U.S. 
economy in transition, the role of U.S. domestic 
economic and financial policy in the world econ- 
omy, exchange stability, and surveillance over ex- 
change rate policies; (4) groups of countries, con- 
cerned with North- South relations, countertrade, 
barter, East-West trade, the EMS and trade, the 
viability of the ECU, and the Pacific Basin; (5) 
business firms on the world market, with papers 
on the past and future of the trading company and 
success factors for the development of international 
trading; and (6) special topics, covering the role 
of the consumer in world trade, export financing 
from a Keynesian view, and international trade and 
the resurgence of Islam. Contributors are econo- 
mists, bankers and businessmen. Visser is Profes- 
sor of Money and Banking and International Eco- 
nomics at the Free University in Amsterdam. 
Schoori is Senior Lecturer in Economics at the 
University of Amsterdam. No index. 

See alto: Book Number JEL 87-0882 

410 Intebnational Trade Theory 

Ciiiciiilniskv, Graciela and Heal. Geoffrey. The 
evolving international economy. Cambridge. New 
York and Melbourne: Cambridge University Press. 
1966. Pp. viii. 156. $29.95. ISBN 0-521-26716- 
1. JEL 87-0809 

Focuses on the main issues of trade and develop- 
ment and the attainment of major development 
goals generally espoused by the international com- 
munity, i.e.. rapid development in the third world, 
sustained economic expansion in the industrial 
countries, and the eradication of deep inequalities 
and extreme poverty. Traces the way markets re- 
spond to policies, both at the domestic and interna- 
tional levels. Main topics include: the recurrence 
of recession, the persistence and severity of unem- 
ployment in many industrial countries, and the 
e m ergence of pro t ectionism and managed trade; 
the emergence of new technologies that lead to 
structural changes in domestic and i ntern a tional 
markets and chaHengr existing twstttutk ma l ar- 
rangements and trading patterns; the dunging in- 
ternational environment feeing the develop in g 
countries, and especially issues of i nte rn at ional 
debt, export s tr at egies, and North-South trade in 
armaments; the pricing of exhanstthfe rea e wre e *. 
including oil. and perceived fimWstinai of existing 
international finmrtel insMhstkmi wad the imp a rt 
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of declining transfers of wealth from industrial to 
developing countries. The last part of the book 
presents economic models and arguments to sub- 
stantiate the previous discussion. The first version 
of the book was used in the preparation of material 
(or UNCTAD VI. Chfchilnisky and Heal are Pro- 
fessors of Economics, Columbia University. No in- 
dex. 

United Nations Industrial Development Organi- 
zation. International comparative advantage in 
manufacturing: Changing profilet of resources and 
trade. UNIDO Publication Sales No. E.85.I1.B.9. 
Vienna: Author, 1966. Pp. xii, 226. $17.00, paper. 
ISBN 92-1-106210-1. JEL 87-0810 

Based on the premise that international compar- 
ative advantage is an important determinant of pro- 
duction and trade in manufacturing, clarifies clarify 
policy issues relating to world trade and industrial 
restructuring. Based on data for all manufacturing 
activities in a wide range of countries between the 
early 1960s and early 1980k. Focuses on a statistical 
description, on empirical analysis, and a policy-rel- 
evant interpretation of structures and trends. An- 
nexes present data on patterns of revealed compar- 
ative advantage and their changes for a wide range 
of products for forty-one countries between 1970- 
72 and 1981-83, showing both exports and imports 
and revealed comparative advantage. Analysis fo- 
cuses on the relationship between comparative ad- 
vantage and resource endowment and changes in 
patterns of international competitiveness with ref- 
erence to product cycle dynamics of international 
trade and sequential stages of comparative advan- 
tage in a country's economic development. No in- 
dex. 

See alto. Book Numbers JEL 87-0727, 87-0737 

420 Trade Relations; Commercial Pouct; 

International Economic Integration 

Connolly, Michael and GonzAlez-Veca, Clau- 
dio, eds. Economic reform and stabilisation in 
Latin America. New York and London: Greenwood 
Press, Praeger, 1967. Pp. xxU, 348. $47.50. ISBN 
O-275-92307-X. JEL 87-0811 

Seventeen papers resulting from the Second Do- 
minican Republic Conference on Trade and Finan- 
cial Liberalization in Latin America held in Santo 
Domingo in March 1966. Papers analyze tbe histor- 
ical record of economic liberalization experiments 
in latin America and the Caribbean. Three papers 
focus on the theory behind auch e x pe rim e n ts. Two 
p apers consider tbe order of trade and financial 
liberalization. Five papers discuss die a p propri a te 
rrchangr rate regime with re feren ce to Chile and 
Mexico, the economics of the Do mi srioan Republic, 


and the liberalization experience of Chile and Uru- 
guay. Three papers examine the impact of trade 
liberalization and preferential agreements on U.S. 
imports, financial reform with a flexible exchange 
rate, and the interest rates, transactions costs, and 
financial savings associated with financial liberaliza- 
tion. The final two papers consider employment 
in a financially suppressed economy and govern- 
ment revenue from money creation in Latin Amer- 
ica, 1977-81. The contributors are mainly econo- 
mists. Connolly is Professor of Economics, 
University of South Carolina. Gonzdlez-Vega is 
Professor of Economics and Agricultural Econom- 
ics, Ohio State University. No index. 

Economic Commission for Latin America Confer- 
ence (ECLAC). Trade relations between Brasil 
and the United States. With the collaboration of 
Sidney Weintraub. Estudios e Informes de la 
CEPAL, no. 52. Santiago, Chile: United Nations 
with the cooperation of the Institute for Economic 
and Social Planning (IPEA), Brarilia, 1985. Pp. 
154. $6.00, paper. ISBN 92-1-121123-9. 

JEL 87-0812 

Analysis of commercial relations between Brazil 
and the United States. ‘Reviews trends in U.S. 
trade policy in recent years, the role of different 
government agencies, and the impact on trade pol- 
icy of conflicting demands for free trade and protec- 
tionism. Examines recent trends in Brazil's trade 
policy and highlights the main elements iff its ex- 
port promotion program. Discusses the form and 
content of trade between Brazil and the United 
States. Outlines the General System of Preferences 
employed by the U.S. and the various forms of 
import restrictions facing Brazil. Analyzes the 
sources of tension in U.S. -Brazil trade relations 
and presents recommendations for resolving trade 
conflict. Bibliography; no index. 

Findlay, Christopher andGarnaut, Ross, eds. The 
political economy of manufacturing protection: Ex- 
periences of ASEAN and Australia. Sydney; Lon- 
don and Boston: Allen and Unwin, 1966. Pp. xxiii, 
296. Paper. ISBN 0-04-330376-1. 

JEL 87-0813 

Eleven papers, sponsored by die ASF, AN- A ul- 
tra! is Economic Relations Research Project, pres- 
ent new material on a range of matters related to 
protection in Australia and the ASEAN countries, 
with major focus on the extent and structure of 
manu&cturing protection. Several papers examine 
the historical and statistical materials to determine 
why p rotec ti ve sentiment persists and analyze re- 
cent at tempts at trade liberalization. Others review 
effects of p rotection on ASEAN-Australia trade in 
manufacturing. The first six papers are devoted 
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to a description of the origin, rationale, and current 
structure of protection in Indonesia, the Philip- 
pines, Thailand, Malaysia, Singapore, and Austra- 
lia. Other topics are: a general equilibrium analysis 
of of the effects of protection on the region as a 
whole; analysis of the effects of import quotas and 
voluntary export restraints, including licensing; the 
effects of Australian protection on imports from 
ASEAN; and how protection came about, why it 
persists, and how trade can be liberalized to pro- 
mote economic growth. The contributors are 
mainly economists. Findlay is with the Economics 
Department, University of Adelaide. Gamaut is a 
member of the Economics Department, Research 
School of Pacific Studies, Australian National Uni- 
versity. Bibliography; index. 

Ciianem, Siiukri. OPEC: The rise and fall of an 
exclusive dub. London; New York and Sydney: 
KPI; distributed by Methuen Inc., Routledge and 
Kegan Paul, N.Y.. 1986. Pp. x. 233. $59.96. ISBN 
07103-0175-8. JEL 87-0814 

A history of the rise and fall from power of 
OPEC. Reviews the nature of the world oil indus- 
try before the formation of OPEC, the pattern of 
price setting, and the first Arab petroleum con- 
gress. Describes the birth of OPEC, and its mem- 
bership and members. Reviews the objectives of 
OPEC during its first decade, 1960-70; the policies 
employed to increase the price of, and income 
from, oil, and the nature of participation and soli- 
darity during this period. Analyzes in detail the 
years of change and the ascendance to power dur- 
ing OPEC's second decade. A final section dis- 
cusses the reasons for and process of decline of 
OPEC power. Ghanem is Chief Economist at the 
National Academy of Scientific Research. Tripoli, 
Libya. Index. 

Kraus, Wiu.y and LOtkenhorst, Wilfried. The 
economic development of the Pacific Batin: Growth 
dynamics, trade relations and eme rgi ng coopera- 
tion. New York: St. Martin's Press; London: Hunt, 
1966. Pp. x, 180. $32.50. ISBN 0-312-00452-4. 

JEL 87-0815 

An analysis of economic development and coop- 
eration in the Pacific Basin countries. Examines 
the present crisis in global trade policy and the 
possibility of reforming GATT. Discusses the basic 
trade policy issues among the Pacific developing 
countries and Japan hi terms of the import restric- 
tion and export p romotion measures adopted by 
Southeast Asian countries and the co n trover sy re- 
garding Japan's trade policy. Analyses various con- 
cepts of institutionalised economic coop era tion in 
the world economy and the Pacific Basin, reviews 
the nature of economic i nterd ep end ence among 


•countries in this region, and outlines the views of 
the U.S. and ASEAN countries regar din g in- 
creased cooperation. Kraus is Professor Emeritus 
and associated with the Institute for Development 
Research and Development Policy at the Ruhr 
University, Bochum, West Germany. Lutkenhorst 
is associated with the United Nations Industrial 
Development Organization in Vienna. Bibliogra- 
phy; index. 

Leyton-Brown, David, ed. The utility of interna- 
tional economic sanctions New York: St. Martin i 
Press. 1987. Pp. 320. $32.50. ISBN 0-312-00369- 
2. JEL 87-0818 

Fifteen papers originally presented at a confer- 
ence on the utility of economic sanctions as a policy 
instrument at York University in Toronto in, March 
1983. The papers systematically and com p aratively 
analyze major cases of the imposition of interna- 
tional economic sanctions in peace-time conflict 
situations in the post- World War II years. Past 1 
(two papers) examines the application of sanctions 
by the League of Nations and the United Nations 
as well as U.N. sanctions against South Africa and 
Rhodesia. Part 2 (four papers) discusses Western 
economic sanctions in East-West conflicts. Part 3 
(two papers) considers the Arab boycott of Israel 
and the 1973 Arab ail embargo of the United 
States. Part 4 (two papers) examines the conse- 
quences of the initiators of the 1989-81 pain em- 
bargo of the U S S R, and of the Siberian gas pipe- 
line sanctions in 1961-82. Put 5 (three papers) 
investigates the impact of economic sanction! on 
third parties and part 6 (two papers) draws coodu- 
skms about the use of sanctions and offers policy 
prescriptions for their effective design and iaaple- 
mentmtion The contributors are mainly political 
scientists. Leyton-Brown is A s so c ia te Professor of 
Political Science and Associate Director of the Re- 
search Programme in Strategic Studies, York Uni- 
versity, Toronto. Subject index. 

McMillan. Carl H. Uubinetkmals from the second 
world: Growth of foreign in v e st me nt by Soviet and 
East Europeon enterprises. New York: St. Martin a 
Press for the Trade Policy Res e ar c h Centre. Lon- 
don. 1967. Pp.xvi.rn $29.95. ISBN 0-313- 
55253-X. JEL 87-0817 

Analysis of foreign direct mvestawnt from the 
Council for Mutual Ec onom i c Ass i stance (Come 
con) countries. Fn a nhmt whether C oma mm b aaed ! 
enterprises were r espon d ing to similar stimul i in 
a manner anafoffiws to other multinational enter- 
prises, and examines the rofe of foreipi dtoaot in- 
vea ta a en t in the devel o pment ef the ao an o mi c pal- 
icy of Comeoon countries. Oiitteun the polity 
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have been pursued in Comecon countries and the 
trend* and patterns of direct foreign investment. 
Examines the motivation for, and process of, direct 
foreign investment in different Comecon countries. 
Analyses the nature and experience of investments 
in the service sector, in production facilities, and 
in four developed and developing countries. Con- 
cludes by noting certain recent trends, issues, and 
prospects. McMillan is Professor of Economics at 
Carleton University. Ottawa. Glossary; bibliogra- 
phy; company and subject indexes. 

Stern, Robert M., ed. U.S. trade policies in a 
changing world economy. Cambridge, Mass, and 
London; MIT Press, 1987. Pp. 437. $25.00. ISBN 
0-262-19253-5. JEL 87-0818 

Nine essays and comments originating at a con- 
ference on international trade and trade policies 
at the University of Michigan. Focus is on trade 
policy in a world undergoing serious structural 
changes and witnessing a growing increase in the 
U.S. trade deficit. Topics of the papers are: an 
overview of current issues in trade policy; analysis 
of the macro- and microeconomic setting in which 
U.S. trade policy has taken place; a model of en- 
dogenous protection to help search for the varia- 
bles that could explain protectionist sentiment in 
the United States since 1900; strategic sectors and 
international competition; the U.S. response to 
trade policies of other countries, emphasizing ef- 
fects on U.S. national income and security; trade 
policy as foreign policy since 1765; the national 
defense argument on behalf of protectionism; mul- 
tilateral and bilateral negotiating approaches for 
die conduct of U.S. trade, policies; and a set of 
rules that may be desirable to set the parameters 
lor trade policies. The contributors are economists. 
Stem is Professor of Economics and Public Policy 
at the University of Michigan, Subject and name 
indexes. 

Tussie, Diana. The leu developed countries and the 
world trading system. A challenge to the GATT. 
Studies in International Political Economy series. 
New York: St. Martin's Pres*, 1967. Pp. vUi, 162. 
929.95. ISBN 0-312-48158-6. JEL 87-0819 
Examines the manner in which leu developed 
co u ntries (LDCs) have reacted to die world trading 
order as rej ec te d in the General Agreement on 
Tariffs and Trade (GATT). Reviews the origins and 
history of GATT; outlines the challenges mounted 
by LDCs agsinst their exclusion from world trade 
aad die re form of GATT; and analyzes the main 
dev el opment* in the structure of international 
trade since World War II hi order to highlight 
their effect on die position of LDCs in GATT. Ex- 
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fibre agreement and the performance of attempts 
at regional economic integration in Latin America. 
Concludes that while die GATT provided legiti- 
macy and confidence, it it not responsible for the 
LDC’s u n sa t i sfac tory performance or growth in 
trade. Tussie is Chief of the Foreign Trade Depart- 
ment at the Planning Secretariat in Argentina. 
Bibliography; index. 

United Nations Conference on Trade and Devel- 
opment. Current problems of economic integra- 
tion; The problems of promoting and financing in- 
tegration projects. U.N. Sales No. E. 86.11. D. 1. 
New York; United Nations, 1986. Pp. viii, 115. 
913.50, paper. ISBN 92-1-112216-3. 

JEL 87-0820 

Pari 1 contains the report of the meeting of secre- 
tariats of economic cooperation and integration 
groupings of developing countries and multilateral 
development finance institutions in Geneva in June 
1984 to examine the problems of promoting and 
financing integration projects. Its recommenda- 
tions pertain to pre-investment funds for integration 
projects and their promorion, financing of such 
projects, and guarantee requirements. Part 2 con- 
sists of a paper by H.T. Adams, an UNCTAD consul- 
tant, on the evolution of the problem of guarantee- 
ing loans for integration projects of developing 
countries; it examines statutory requirements, the 
scope and usefulness of state guarantees, guaran- 
tees and the multilateral institutions of industrial- 
ized countries, and developments within multilat- 
eral development institutions and includes a 
sample loan agreement. Part 3 is a paper by the 
UNCTAD Secretariat on recent issues and meet- 
ings related to the promotion and financing of inte- 
gration projects of developing countries; it reviews 
existing integration projects of economic coopera- 
tion and integration groupings and discusses proj- 
ect identification and promotion, financial re- 
sources, terms and conditions of financing projects, 
and coordination and mobilization of international 
support. Also available in French. Russian, and 
Spanish. No index. 

United Nations Department op International 
Economic and Social Arp airs, Statistical Or- 
ncE. Classification by broad economic categories: 
Defined in terms of SITC, Rev. 3. Statistical Pa- 
pers, Series M, no. 53, Rev. 2. U.N. Publication 
Sales No. E.86.XV11.24. New York: United Na- 
tions, 1986. Pp. x, 66. $8.50, paper. ISBN 92-1- 
161276-4. JEL 87-0821 

Pre s ent s t classification of national and external 
trade statistics baaed on the main end-use of com- 
modities traded internationally, which can be gen- 
■ **v ' - * t * - ' rff «y 
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at National Accounts, i.e., capital, intermediate, 
and consumer goods. The classification is based 
on the following broad economic categories (BEC): 
food and beverages (primary and processed); indus- 
trial supplies not elsewhere specified (primary and 
processed); fuels and lubricants (primary and pro- 
cessed); capital goods (except transport equip- 
ment), and parts and accessories; transport equip- 
ment and parts and accessories; consumer goods 
not elsewhere specified (durable, semi-durable, 
and nondurable); and goods not elsewhere speci- 
fied. Also available in French, Russian, and Span- 
ish. No index. 

United Nations Economic Commission for Eu- 
rope. Bulletin of statistics on world trade in engi- 
neering product!, 1984. U. N. Publication Sales 
no. E/F/R.86.II.E.10. New York: United Nations, 
1986. Pp. 407. $38.00. paper. ISBN 92-1-016193- 
9. JEL 87-0822 

Examines the flow of engineering products in 
world trade. Commodity distribution for most 
countries is based on the Standard International 
Trade Classification, Revisions. Engineering prod- 
ucts are defined to include machinery and trans- 
port equipment; manufactures of metals; profes- 
sional, scientific, and controlling instruments and 
apparatus, photographic apparatus and optical 
goods; and watcher and clocks Data cover exports 
of thirty-six countries, representing approximately 
98 percent of the world trade in these commodities. 
Statistics are compiled from replies to question- 
naires supplied by various countries and from offi- 
cial national sources. Most data are for 1984, with 
summary tables going back to 1963. Data are ex- 
pressed in millions of current U.S. dollars in a 
f.o.b. basis. Table of contents, explanatory notes, 
country and commodity lists, and table notes arc 
in English, French, and Russian. No index. 

United Nations Industrial Devkuofment Organi- 
zation. Regional induetrial co-operation: Experi- 
ence t and perspective of ASEAN and the Andean 
pact. UNIDO Publication Sales No. E.S5.II.B.5. 
Vienna: Author, 1986. Pp. xi, 102. Paper. ISBN 
92-1-106904-7. JEL 87-0633 

Consolidates the major findings of a series of 
studies and of the Association of South-East Asian 
Nations/Andetm Pact Conference Study Tour on 
Regional Industrial Co-operation. Argues that the 
net benefits of regional economic cooperation or 
integration schemes among developing countries 
no longer can be analysed wtthin the neodasskal 
economic framework, but should be under sto od 
in a broader institutional context. Proposes that 
ind ustri a l c o o peration is the key to the continuing 
growth of to traregional trade and to a legioa a sac- 


. cess in its overall industrialization efort. Examines 
industrial coope rat ion within the Asso ci a t ion of 
South-East Asian Nations, focusing on trade and 
industrial development, industrialization strate- 
gies, techniques of economic coope rat ion, trade 
liberalization and coope ra tion in practice. Reviews 
Andean Pact industrial cooperation, discussing die 
objectives and framework of the Pact, industrial 
development, common external tangs, trade liber- 
alization, industrial programs, foreign investment 
policy, financial and technological cooperation, and 
integration. Provides a prospective analysis on se- 
lected issues, including obstacles to regional coop- 
eration, treatment of less developed member coun- 
tries, the role* of foreign investment and the 
private sector, and extraregkmal cooperation. Con- 
cludes with proposals for action and future re- 
search. No index. 

Winbp.bg, Alan R. Managing risk and uncertainty 
in international trade : Canada's natural gas ex- 
ports. Boulder, Colo, and London: Westview 
Press, 1967. Pp. xv. 288. $29.95. paper. ISBN O- 
8133-7150-3. JEL 87-0824 

Analysis of Canada's natural gas exports as part 
of a study of the management of risk and uncer- 
tainty in international trade in raw materials. Out- 
lines trends in natural gas exports and the develop- 
ment of Canada’s natural gat industry. Reviews 
Canada's natural gas export policy and evaluates 
it in light of its objectives and of dependency theo- 
ries of economic development Examines the role 
of uncertainty in the policy-making process as well 
as the impact of substitutes on the price of natural 
gas and the overall demand for energy. Delineates 
the role of the National Energy Board, trends in 
export prices, policies lor protection of domestic 
requirements for natural gas. and outlines certain 
alternative regulatory mechanisms. Wtnberg is As- 
sistant Director of the Program Evaluation Divi- 
sion of the Department of Consumer and Corpo- 
rate Afiairs of the government of Canada. 
Bibliography, index. 

Wonnaoott, Paul The United States and Canada. 
The quest for fra* trade . an ex am in at ion of selected 
issues. With an appendix by John Williamson 
Policy Analyses m International E co no m i cs sarin, 
no. 16. Washington, D.C. : Institute for interna- 
tional Economics, 1987. Pp- xh. 173. $10.00. pa- 
per. ISBN 0-88132-068-0. jel 87-mas 

Argues that bdateral free trade would confer sub- 
stantial economic b enefit s to both the United 
States and Canada, co n trib uting to their tdtamry 
and Inter na tional comp e titiveness . Presents date 
depicting the dollar value of U.S, -Canadian trade 
and its protest status and porolbla fiatum paten* 
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ttals. Discusses die various negotiation topics — tar- 
iff*, non tariff barriers, trade remedy laws, service*, 
investment, and exchange rates. Analyses the 
sources of gain, intra- and interindustry adjust- 
ment. and effects of bilateral free trade on the 
United States. Reviews the nature of opposition 
and why certain issues will not die. Explains why 
trade remedy laws are an area where agreement 
may be difficult Suggests possible coverage of a 
five trade accord. Williamson’s appendix discusses 
fundamental equilibrium exchange rates. Won- 
naoott is Professor of Economics at the University 
of Maryland. No index, 

See also: Book Numbers JEL 87-0715, 87-0809, 87- 
0815, 87-0851, 87-0880 

430 Oven Economy Macroeconomics; Exchange 
Rates; International Finance 

Auseh, Robert Z., ed. The reconstruction of inter- 
national monetary arrangements New York: St. 
Martin’s Press, 1987. Pp. vii. 330. $32.50. ISBN 
0-312-68590-3. JEL 87-0826 

Fourteen conference papers and an introduction 
by the editor assess current international monetary 
arrangements and consider some of the alterna- 
tives. Papers focus on options to the system of 
floating exchange rates and the adequacy of inter- 
national reserves and lender-of-last-resort arrange- 
ments in the international system. Five papers ex- 
amine recent experiences — past plans and the 
optimality at the evolving international monetary 
system, unexpected real consequences of floating 
exchange rates, a more olderly exchange-rate sys- 
tem. the wage and price adjustment process in 
six huge OECD countries, and the arguments for 
fixed or flexible exchange rates or a mixture of 
the two systems. Nine papers consider topics re- 
lated to international reserves and money, includ- 
ing: an internatio n al l y managed money supply, 
changing perceptions of money and reserves in the 
world economy, gold as a viable basis for the mone- 
tary system, options for gold, gold monetization 
and discipline, the management of the currency 
composition of reserve assets and external liabili- 
ties of developing countries, the theory of lender 
of last resort and the Eurocurrency markets, and 
the endogeneity of international liquidity. The con- 
tributors are mainly economists. Aliberls Professor 
of International Economics and Finance, Univer- 
sity of Chicago. Index. 

Artis, Michael and Osntr, Sylvia. International 
economic policy coordination. Chatham House Pa- 
pers series, no. 30. London and New York: Rout- 
ledge and Kegsn Paul, 1966. Pp. 86. $10.96, paper. 
ISBN 0-7102-0088-fi. JEL 87-0827 


Examines international economic interdepen- 
dence and the case for greater international eco- 
nomic policy coordination. Discusses the nature 
of linkages between economies and arguments for, 
as well as obstacles and qualifications of, greater 
policy coordination. Recounts the history of the 
construction, functioning, and collapse of the insti- 
tutions of Bretton Woods. Considers the experi- 
ence of the floating exchange-rate era beginning 
in the early 1970s and the promptings its deficien- 
cies have provided for more coordinated policy. 
Reviews the recent record of the summits and the 
nature of the Group of Five initiatives and con- 
cludes that a realistic way to closer cooperation 
exists through a combination of the summit, a 
framework of national money-income targeting, 
and policy responses conditioned on exchange-rate 
promptings. Artis is Professor of Economics, Uni- 
versity of Manchester. Ostry is ambassador for 
multilateral trade negotiations and persona] rep- 
resentative of the Prime Minister of Canada for 
the economic summit. No index. 

Bhandari, Jagdeep S. Studies in international mac- 
roeconomics. New York and London: Greenwood 
Press, Praeger, 1987. Pp. vi, 273. $49.95. ISBN 
0-275-92087-9. JEL 87-0828 

Uses a model-building approach to study se- 
lected policy-related problems in open economies 
and illustrates issues of international macroeco- 
nomics. The models are discrete-time models that 
rely on equilibrium methods and the rational ex- 
pectations hypothesis. Issues examined include: 
wage contracting and exchange-rate management, 
i.e., wage indexation-exchange intervention pol- 
icy; the effect of externally occurring input price 
disturbances on oil-importing economies; finite 
(imperfect) capital mobility and the stability of a 
small open economy; the relationship between the 
economic size of a country and its degree of vulner- 
ability to externally occurring disturbances; impli- 
cations of alternative informational regimes for the 
transmission properties of various structural distur- 
bances and for the selection of an optimal ex- 
change-rate policy stance; macroeconomic deter- 
minants of a flexible -exchange currency composite 
policy; two-tier exchange- rate regimes; and the ef- 
fects of leakage between commercial and financial 
exchange markets on the properties of dual ex- 
change-rate models as well as export versus import 
leakage. Bhandari is Associate Professor of Interna- 
tional Economics, West Virginia University. Index. 

Bird, Graham. International financial policy and 
econ o mic development: A disag gregat ed ap pr oac h . 
New York: St. Martin's Press, 1967. Pp. xvi, 348. 
$37.60. ISBN 0-312-42213-X. JEL 87-0829 



New Books: Annotated Listing 


1413 


Focuses on the international problems of devel- 
oping countries and the ways in which international 
financial policy might be used to help alleviate 
them. Identifies and analyzes some of the principal 
issues involved in discussing international financial 
policy from the standpoint of the developing world 
related to the IMF's relationship with the develop- 
ing world. Examines the extent to which it is legiti- 
mate to treat LDCs as a special case and presents 
a historical and empirical picture of their position. 
Covers questions of IMF conditionality, lending 
facilities, interest rate subsidies, financing of its 
activities, and the problem of commodity price sta- 
bilization. Discusses the SDR facility and ways in 
which this might be modified to the advantage of 
LDCs as well as questions of more relevance to 
NICs, i.e. , aspects of private lending. General con- 
clusions are that the scope for reform that does 
not rely on the compliance of the North is limited, 
that there is considerable scope for reform that 
would be beneficial to the developing world in 
terms of relaxing its balance -of-payments con- 
straints, and that many developing countries 
can make a strong case that they warrant special 
treatment. Bird is Senior Lecturer and Course 
Director in Economics, University of Surrey. In- 
dex. 

Cooper, Rickahd N. The international moneta ry sys- 
tem; Essays in world economics. Cambridge, Mass, 
and London: MIT Press, 1987. Pp. xvii, 286. 
$27.50. ISBN 0-262-03124-8. JEL 87-0830 
Thirteen papers, most previously published, dis- 
cuss issues relevant to the international monetary 
system. One paper surveys possible types of inter- 
national monetary regimes, while three others 
evaluate different monetary systems: the gold stan- 
dard, a system with gliding parities, and flexible 
exchange rates. Papers discuss alternative mecha- 
nisms of adjustment to disturbances in the system 
of international payments, IMF supervision of 
floating exchange rates, and the role of national 
currencies in the international monetary system, 
with special reference to die U.S. dollar. Other 
essays examine the future role of the SDR, evaluate 
the international monetary system during the 
1980s, and assess the possibility of the evolution 
of the IMF into a world central bank. Cooper is 
Maurits C. Boas Professor of International Econ- 
omy at Harvard University. Subject and name in- 
dexes. 

"rocxett, Andrew and Goldstein, Morris. 
Strengthening the international monetary system. 
Exchange rates, surveillance. end ob je ctive in dict - 
tort. Occasional Paper series, no. 50. Wash in gt o n. 
D.C.: International Monetary Fund, 1967. Pp. vW 


84. $7.50, paper. ISBN 0-939934-76-6. 

JEL 87-0831 

Discusses issues arising out of reports on the 
international monetary system prepared in 1985 
by the Group of Ten and the inte r gov ern mental 
Group of Twenty-Four on International Monetary 
Affairs. Presents a review and assessment of float- 
ing exchange rates. Identifies and discusses issues 
and proposals for improving the functioning of the 
system, reviewing both areas of agreement and 
contention. Suggests improving exchange rate sta- 
bility through better discipline and coordination 
of macroeconomic policies among the major na- 
tions, establishment of target zones for exchange 
rates, and strengthening the existing system. Dis- 
cusses surveillance over exchange-rate policies. 
Reviews indicators of policies and economic perfor- 
mance to give quantitative content to governments' 
economic aims and achievements, thereby improv- 
ing judgment as to the reality of objectives. Crock- 
ett and Goldstein are with the IMF. No index. 

Deiiovk. Mario and Mathis, Jean. Lriyrttarmm- 
dtttire international (The international monetary 
system). Sciences feonomiques. Paris: Du nod. dis- 
tributed in North America by Difiulivre. Montreal, 
1986. Pp. 272. Fr 165.00 Can* 32.50. paper. ISBN 
2-04-016523-1. JEL 87-0832 

The authors propose a general introduction to 
the principles and the practice of the postwar inter- 
national monetary system. Fallowing the first two 
chapters on the theoretical and institutional as- 
pects, the remaining four chapters depict a chrono- 
logical analysis of the main events and their impli- 
cations for different daises of nations, particularly 
in the third world. Dehove is a researcher at the 
I.R.E.S. (Paris) and Mathis is a professor at Paris- 
XI 1 1 . The study was sponsored by the lnstitnt de 
Recberches Economiques et Sodales. Bibliogra- 
phy; no index. Ijean Mirucki] 

Hall wood, Paul and MacDonald. Ronald. Inter- 
nationa/ money; Theory , evidence and instituti ons. 
With contributions from Robert Shaw. Oxford and 
New York: Blackwell. 1986. Pp. viii. 279. $49.95, 
doth; $19.95, paper. ISBN 0-631-14446-4. phk. 

JEL 87-0833 

An introductory textbook on international mone- 
tary economics. Outlines the traditional theory of 
exchange -rate determination and discusses the 
problems of macroeconomic management in an 
open econ o my. Reviews the theory and evidence 
on purchasing power parity and p re se n ts an alter- 
native monetary a pp ro a ch to the hi here of pay- 
ments. Ex a min ee the concept* of the exch ang e rate 
as an asset price and ememee the policy tiepfeca- 
tions of such view*. Analyses the portfolio bafence 
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approach to exchange-rate determination and re- 
views the evidence for the efficient markets hy- 
pothesis in the determination of spot and forward 
exchange rates. Discusses certain recent interna- 
tional monetary arrangements, the Eurocurrency 
system, the role of the IMF in the third world, 
die nature and problems of international debt, and 
die European Monetary System. Hailwood is Se- 
nior Lecturer and MacDonald is Lecturer in the 
Department of Politics] Economy at the University 
of Aberdeen. Index. 

Honn, Ajonaju. The evolution of reserve currency 
diversification. BIS Economic Papers series, no. 
18. Basle: Bank for International Settlements, 
Monetary and Economic Department, 1986. Pp. 
62. Paper. JEL 87-0934 

Analyzes trends in reserve currency diversifica- 
tion and international trade since the early 1970s 
through the end of 1964 in the United States, West 
Germany, Japan, the other industrial countries, 
the oil-exporting developing countries, and the no- 
noil exporting countries. Examines exchange-rate 
arrangements, floating exchange rates, portfolio 
management, transactions balances, liquidity, and 
inertia. A principal finding is that reserve diversifi- 
cation has been limited by the extent to which 
reserves are held as transactions balances. Con- 
cludes that the future course of reserve diversifica- 
tion will depend not only on the relative perfor- 
mance of reserve currencies on the exchange 
markets but also on the liquidity features of these 
currencies and the level of international reserves 
in relation to reserve needs. Bibliography; no in- 
dex. 

International Monetary Fund. Balance of pay- 
ments statistics. Volume 37. Yearbook, Parts 1 and 
2. Washington, D.C.: Author, 1966. Pp. 736; xih, 
131. 612.00, paper. ISSN 0252-3035. 

JEL 87-0835 

Two-part annual yearbook containing available 
balance-of-payments statistics for 142 countries 
from 1978 through 1965; compiled in accordance 
with the International Monetary Fund’s 1977 Bal- 
ance of P ayments Manual and based mainly on 
reports sent to the fond by member countries. Part 
1 contains country s ections compose d of aggreg at ed 
p re senta tions of yearly and recent quarterly trans- 
actions data and detailed presentations of yearly 
transactions and stock data. Part 2 ag g reg ate s the 
data accord in g to balance-of-payments categories 
for individual countries, country gr o ups , and all 
countries. Data are available on c o mp uter tape. 
The introductory information is also p r es e n ted in 
Frauds and Spanish. [For annotation of volume 
3S WttfEL no. 85-0464.} No index. 


International Monetary Fund, Research and 
Treasurer's Department. The role of the SDR 
in the international monetary system : Studies by 
die Research and Treasurer’s D ep ar tments of the 
I nt ernational Monetary Fund. Occasional Paper 
series, no. 51. Washington, D.C.: International 
Monetary Fund, 1967. Pp. vii, 82. $7.50, paper. 
ISBN 0-939934-81-7. JEL 67-0836 

A review of the rule of die Special Drawing Right 
(SDR) in the international monetary system Mid 
changes in the role of die SDR, providing a com- 
parative analysis of the SDR and European Cur- 
rency Unit (ECU) through 1966. Part 1 sketches 
the implications of changes in the international 
monetary system for die role of the SDR, discuss- 
ing the shortcomings of the gold exchange stan- 
dard, asymmetries in reserve creation, the contri- 
butions of the SDR, insufficient liquidity, foiling 
confidence in the gold convertibility of the princi- 
pal reserve currency, and views on the role of the 
SDR. Also examines whether there is a potential 
role for the SDR in the evolving international mon- 
etary system and the possible extension in the sta- 
bility role of the SDR. Part 2 consists of a compara- 
tive analysis of the characteristics and functioning 
of the ECU and SDR in both official and private 
circles with reference to unit of account, valuation, 
supply, demand, and distributional e fleets. Two 
appendices give details about the structure and 
nature of the ECUs and SDRs. Bibliography; no 
index. 

Looney, Robert E. The Jamaican economy in the 
1980s: Economic decline and structural adjust- 
ment. Westview Special Studies on Latin America 
and the Caribbean. Boulder, Colo.: Westview, 
1967. Pp. xiii, 257. $22.50, paper. ISBN 0-8133- 
7055-8. JEL 87-0837 

Provides a quantitative assessment of the main 
internal and external causes of deterioration in the 
Jamaican economy since 1972 and assesses the 
prospects for returning to a period of stable growth 
under an IMF stabilization program. Examines fac- 
tors leading to the deter io ration of (he balance of 
payment* on current aocount and questions 
whether the Jamaican economy is a prototype for 
application of IMF stabilisation packages. Assesses 
w hethe r the application of the small open country 
model it appropriate in the case of Jamaica, given 
info r m ation on the macroeconomic consequences 
of the sixe and typologies of other developing coun- 
tries. Develops a macroeconomic modal to deter- 
mine the extent to which economic performance 
could have been im prove d in the 1970a through 
alternative policy packages. Also considers the cur- 
rent gover nm e nt ’s structural adjustment program 
and potential impact of the Caribbaan Basin Initio- 
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tive. Conclude* that both internal and external {ac- 
tor* earned Jamaica'* economic decline, that the 
government'* supply -ride policiei are basically cor- 
rect, and that the size of the public lector should 
be reduced. Looney is Associate Professor of Na- 
tional Security Afiiirs, U.S. Naval Postgraduate 
School, Monterey. No index. 

Makouus, Dimitris. Economic development and the 
structure of the balance of payment*. The cate of 
Greece. Centre of Planning and Economic Re- 
search Studies series, no. 18. Athens: Centre of 
Planning and Economic Research, 1986. Pp. 267. 
Paper. JEL 87-0838 

Argues that financial transfers from abroad have 
important structural effects for the domestic econ- 
omy of a small, open economy such as Greece and 
that institutional and organizational bottlenecks af- 
fect the cost of adjustment and the optimal savings 
and investment (unctions. Analyzes the effects of 
institutional and organizational constraints freed by 
developing countries on their processes of savings 
and investment. Examines possible stages of the 
balance of payments of a developing country and 
the optimal amounts of international borrowing or 
lending. Describes the Greek economy and die 
effects of economic policy, a monetary model of 
financial transfers to a developing country, and the 
case of tourism as an example of a booming sector 
and structural problems. The dynamic analysis ex- 
amines the demand for investment and the supply 
of savings in a developing economy, the structure 
of the balance of payments, and the optimal current 
account hafence. Ph D. dissertation granted by the 
University of Essex (1964). Maroulis is Research 
Associate at the Centre of Planning and Economic 
Research. No index. 

Uncerer, Horst, kt al. The European monetary 
system: Recent development*. IMF Occasional Pa- 
per series, no. 48. Washington, D.C.: Interna- 
tional Monetary Fund, 1968. Pp. vti, 75. 17.50. 
paper. ISBN 0-839834-79-5. JEL 87-0839 

Reviews developments in the European Mone- 
tary System (EMS) from the beginning of 1963 to 
August 1966. Complements and updates an earlier 
paper by the same authors (IMF Occasional Paper, 
no. 19, 1983). Discusses membership in the EMS 
and changes in its o peiatkm and institutional de- 
sign. Summarises exchange-rate dev e lopments, 
analyses the variability of exchange rates in the 
EMS from 1979 to 1965, and compares it with 
earlier periods and with the exp eri ence outride 
the EMS. Examines price, monetary, fiscal, exter- 
nal currant account, mi real sector d ev elop men ts 
in ERM (exchange rate m echa nis m) and other in- 
dustrial countries to determine whet h er the intro- 


duction of EMS has been followed by i m proved 
economic convergence among countries participat- 
ing in the ERM of the EMS. Finds that recent 
improvement in convergence in tafiatfon rates and 
monetary policies has not been backed by corre- 
sponding progress in other developments, espe- 
cially fiscal deficits. Appendices contain statistical 
information and legal texts concerning the EMS. 
Coauthors are: Owen Evans, Thomas Mayer, and 
Philip Young The authors are in the European 
Department, International Monetary Fund, Wash- 
ington, D.C. Selective bibliography; no index. 

Waciitel, Howard M. The money mandarin*: The . 
malting of a new supranational economic order. 
New York: Pantheon Books, 1966. Pp. xvi, 254. 
$18.95. ISBN 0-394-54299-1. JEL 87-0840 
Discusses relationships between post-Worid 
War II political-economic changes in the United 
States and the emergence of a new supranational 
economy based on a "world of stateless money” 
run by private and public money mandarins. Con- 
siders supranationalism. the retreat from the lib- 
eral consensus, global economic interdependence, 
the conservative restoration, antecedents to the 
supranational economy, the end of Brett on Woods, 
and the information and communications revolu- 
tion; proposes a public policy for a supranational 
order. Advocates the establishment of a new public 
debt authority for debtor nations with iunds bor- 
rowed from the Eurodollar market, imposition of 
a cost on totalitarianism in international trade, dis- 
couragement of mergers and acquisitions that di- 
vert financial resources from productive capital in- 
vestment projects, a transnational economic policy 
coordination of exchange and interest rates, and 
the reconstruction of a political economy that re- 
stores equilibrium between the private pursuit of 
personal gain in the market and the promotion of 
the common good through government. Wachtel 
Is Professor of Economics. American University. 
Index. 

Williamson. John. Political ec on om y and interna- 
tional money: Selected essay* of John Williamson 
Edited by Chius Milner. New York: New York 
University Press; distributed by Columbia Univer- 
sity Press. 1967. Pp. x8. 292. $45.00. ISBN 0- 
8147-5434-1. JEL 87-0841 

Thirteen papers and lectures, some published 
previously, present John Wilhamson i more recent 
• work. Contains two pspen in each of the foffmriag 
area* economic theory and policy, esch aa gr rates, 
liquidity and reaerve needs, debt prubfemt and 
d ev elop m ent finance, i nte r nati on al mo— In ry re- 
form, and dome stic and global a cou omi c policy. 
Specific topics include: the pori-1973 latanatio oa l 
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monetary system, the role of Keynes in the design 
of the postwar international economic order, the 
crawling peg in historical per s pe c tive, a survey of 
the literature on the optimal peg, reserve adequacy 
and international liquidity, effects of reserve 
growth on global inflation, resource transfer and 
the international monetary system, funding LDC 
debt, reassessment of world monetary reform, an 
agenda for monetary reform in the 1980s, macro- 
economic management of the domestic economy, 
indexation, and the need to design a new global 
macroeconomic strategy and renew economic 
statesmanship. Williamson is at the Institute of In- 
ternationa] Economics, Washington, D.C. Index. 

See also: Book Numbers JEL 87-0811, 87-0826 

440 Intesnational Investment and Foreign Aid 

Bailey, Norman A. and Cohen, Richard. The Mexi- 
can time bomb. Twentieth Century Fund Paper 
series. New York: Priority Press, 1987. Pp. vi, 61. 
09.00, paper. ISBN 0-87078-209-6. 

JEL 87-0842 

Argues that the third world debt problem is not 
one of temporary illiquidity but one of structural 
overindebtedness. Uses the example of Mexico's 
problems as a case study of misdiagnosis by interna- 
tional monetary authorities. Examines: the origins 
of the Mexican debt crisis through the payments 
crisis of 1962; Mexico as a model of debtor responsi- 
bility; and die exacerbation of problems horn 1963 
to 1986, including the decreasing political capacity 
of the country to sustain adjustment, and the failure 
of the model. Proposes that the third world debt 
crisis has entered a new phase characterized by 
erosion of the leverage of the monetary authorities 
and growing incentives for default among debtors. 
Concludes that the only way Mexico can reduce 
its deficits and resume noninflationary growth is 
with debt relief. Recommendations include: liber- 
alization and rationalization of the Mexican econ- 
omy, increased development funding, debt service 
limitation, and securitization of at least the private 
portion of the debt. No index. 

Borner, Silvio. Intematkmebxation of industry: An 
eitenmtnt in the light of a small open economy 
(SwUserUsnd). New York; Berlin; London and To- 
kyo: Springer, 1966. Pp. xlil, 172. 953.90. ISBN 
0-387-16874-8. JEL 87-0843 

Studies the inter na tio n al ization of the Swiss 
econo m y, noting that there "is no other highly de- 
veloped oouatry in the world which is so extremely 
and integrally exposed to the world- w ide currents 
of ff— dal and economic change as is Swttxer- 
had,” part 1 presents 4 historical — <1 global per- 
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ization. Part 2 describes new forms of international 
investment and export financing. Part 3 presents 
a general model of new forms of internationaliza- 
tion, emphasizing the transactions cost approach. 
The next part describes empirical research on the 
impact of new forms of internationalization on 
Swiss industry, based on case studies. The last part 
includes recommendations for economic policy and 
business strategy, such as supporting new business 
and innovation and revitalization of older firms and 
mature industries. Borner is with the Institut fiir 
Angewandte Wirtschaftsfbrsehung, University of 
Basel. No index. 

Cho, Dong-Sung. The general trading, company: 
Concept and strategy. Lexington, Mass, and To- 
ronto: Heath, Lexington Books, 1987. Pp. xv, 159. 
925.00. ISBN 0-669-14296-4. JEL 87-0844 
Discusses the development and growth of the 
general trading company (GTC) as an international 
business entity, distinct from the multinational cor- 
poration (MNC). Traces the history of the GTC 
over the past four centuries. Discusses the concept 
of the GTC, emphasizing diversification; how the 
GTC differs from the MNC, noting the differences 
in origin (manufacturing primarily for the MNC), 
growth, and strategies; and the transplantation of 
the GTC concept to other countries including Ja- 
pan, Korea, Taiwan, Thailand. Turkey, and the 
United States. The final chapter reviews the ge- 
neric strategies of the GTC, involving decisions re- 
garding specialization, diversification, investment, 
foreign direct investment, and volume versus prof- 
its, Cho is an Associate Professor of International 
Business and Business Policy at Seoul National 
University. Glossary; bibliography; index. 

Cub. Michelsen Institute, Department or Social 
Science and Development, Development Re- 
search and Action Programme. Zambia: Country 
study and Norwegian aid review. Fantoft, Norway: 
Author. 1986. Pp. xxi, 202. Paper. ISBN 82- 
09584-06-7, JEL 87-0845 

Reports on a study on the effectiveness of devel- 
opment aid to Zambia commissioned by the Nor- 
wegian Ministry of Development Cooperation. 
Part 1 details the political and economic environ- 
ment in which development aid operates and dis- 
cusses Zambia's institutional and social structure, 
its economic development during the period 1964- 
85, potentials and policies for agricultural develop- 
ment, and the state of basic needs and human 
rights. Fart 2 deals with Norway's d e ve l op m ent 
cooperation with Zambia and covers the patter n 
of Norwegian development assistance, reviews ma- 
jor areas of bilateral assistance, outlines options 
for the future, and presents recommendations for 



A lew Books: Annotated Listing 


141 4 


the structure, monitoring, and coordination of fu- 
ture development aid. Siegfried Pausewang, coor- 
dinator of this study, is associated with the Chr. 
Mich el sen Institute, Bergen. Selected bibliogra- 
phy; no index. 

)icke, Detlev Cue., ed. Foreign debt $ in the pres- 
ent and a new international economic order. Prog- 
ress and Undercurrents in Public International 
Law series, vol. 1. Fribourg, Switzerland: Univer- 
sity Press; distributed byWestview Press, Boulder, 
Colo., 1986. Pp. xii, 363. *40.00, paper. ISBN 
0-8133-0489-X. JEL 87-0846 

Volume one of the series on Progress and Under- 
currents in Public International Law. Contains the 
proceedings of the International Symposium on 
Foreign Debts in the Present and a New Interna- 
tional Economic Order, held in Fribourg, Switzer- 
land, in February 1986. Eighteen papers, one in 
French with an English summary, discuss the legal 
aspects of foreign debt in the context of a New 
International Economic Order. The papers exam- 
ine alternative strategies; the evolution of indebt- 
edness; developing country debt; the international 
monetary system and development: recent restruc- 
turing of international debt; IMF conditionality 
and state sovereignty; adjustment of loan agree- 
ments and strengthening international monetary 
soft law; the IMFs relationship with commercial 
banks; trade restrictions for balance of payments 
purposes and GATT; control of transborder move- 
ments of capital; Comecon as a debtor of the west- 
ern financial system; the effects of economic coer- 
cion on heavily indebted countries; renegotiation 
and rescheduling; the Baker plan; foreign debt and 
international trade problems being India; proce- 
dures and paradigms for renegotiation; and public 
debt, democratic principles, and the rule of law. 
The contributors are financial and legal specialists. 
Dicke is at the University of Fribourg, Switzer- 
land. No index. 

>ierscii, Herbert, ed. The international debt prob- 
lem: Lessons for the future. Symposium series 
1985. TObln gen, West Germany; Mohr, 1988. Pp. 
vi. 193. *54.00. ISBN 3-16-345084-8. 

JEL 87-0847 

Eight papers and comments from a symposium 
on die international debt problem, sponsored by 
the Kiel Institute of World Economics and the 
University of Kiel to June 1985. Papers address 
the topics of what went wrong and how the crisis 
could emerge and. more s pe cifi cally, why the suc- 
cessful recycling of international capital in the 
lVTOs led to o v ertodebte dn ess; the debt p roblem 
and external abodes; bank lending and government 
I nt e rv e nt i o n; government potato* to de velopi ng 


countries and future prospects; possible solutions 
to the transfer problem; the role of in ternational 
organizations in the adjustment process; and gov- 
ernment deposit insurance and moral hazard. Con- 
tributors are mainly economists. Giersch is Profes- 
sor of Economics at the Kiel University. No index. 

Heahn, Patrick. International business agree m e n ts: 
A practical guide to the negotiation and formula- 
tion of agency, distribution and intellectual prop- 
erty licensing agreements. Aldershot, England and 
Brookfield, Vt : Cower, 1987. Pp. viii. 222. *59.50. 
ISBN 0-566-02597-3. JEL 87-0848 

Designed as a practical guide for business negoti- . 
ating or preparing an agreement with overseas as- 
sociates. Deals with the five most common kinds 
of international agreements — appointing exclusive 
agents, appointing exclusive distributorships and 
licensing patents, know-how, and trade marks. Be- 
gins with a discussion of the general legal principles 
relating to ail contracts, with special attention to 
the European Common Market. Contains a sum- 
mary of the elementary rules of English contract 
laws and the application of these tows to interna- 
tional business transactions. Discusses items such 
as exclusive rights, obligations and responsibilities 
of agents and principals, commissions, warranties, 
confidentiality, duration, termination, conditions 
of sale, sales promotion, accounting records, pro- 
tection of trade marks, infringements, settlement 
of disputes, royalties, and scope of agreements. 
Hearn is a barrister and consultant specializing in 
commercial agreements. Index. 

Kazis, Dimitris A. and Pebrakis, Ciiabalambos I. 
Licensing and Industrial Development: The case 
of Greece. Translation. Centre of Planning and 
Economic Research Studies series, no. 4. Athens: 
Centre of Planning and Economic Research. ( 1984] 
1986. Pp. 208. Paper. JEL 87-0849 

Examines the licensing ag reements currently ex- 
isting between Creek and foreign firms and re- 
views the effects of such collaborations on the de- 
velopment of Greek industry. Explores to detail 
the terms of fore ig n technology transfer to Greece 
and their effects on Grecian industry, especially 
R&D. organization and man ag eme n t and person- 
nel training. Combines both a macro and micro 
approach: at the macro level, examine* the extent 
of licensing agreements, their terms, and effects 
on economic indicators such as exports and im- 

• ports. At the micro level, analyzes the positive 
and negative eff ec t s on enterprise. Analyses date 
on royalty payments made by Greek firsts si nce 
1972, based on reviews of mace than iQOtaoaatog 

flffrctMneffKSt Mia BWCmCWI wSB ViW* 

cton companies. Conduda* that taendnghn* had 
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a positive impact on the development of many 
Creek firms, at the cost of a greater dependence 
on foreign decision-making centers and the irra- 
tional development of certain industrial brandies. 
Kuril is a research associate at the Centre of Plan- 
ning and Economic Research. Perralds is a man- 
ager in the Research and Economics Department, 
Commercial Bank of Greece No index. 

Kiian, Kiiushi M.. ed. Multinationals of the south: 
New actors in the international economy. New 
York. St. Martin’s Press. 1986. Pp. xi, 250. ISBN 
0-312-55246-7. JEL 87-0850 

Proceedings of an international conference orga- 
nized by the German Overseas Institute in Novem- 
ber 1985 at Hamburg. Twelve papers provide a 
theoretical and conceptual framework for an analy- 
sis of selected aspects of third world multinationals 
and their effects on the international economy. Es- 
says examine their role as promoters of economic 
development, their activities in strategic sectors, 
and their significance for the South and discuss 
questions relating to the relevance of economic 
theory in explaining their emergence, their charac- 
teristics, and influence on strategies of self-reli- 
ance. Operational aspects of third world multina- 
tionals in production, trade, and finance are also 
discussed. Presents case studies of Arab and Indian 
multinationals, with empirical evidence. Conclud- 
ing essays attempt to determine the areas in which 
old and new multinationals compete or cooperate, 
factors that govern their behavior patterns, and 
tite practices and policies of the host countries of 
the South toward those multinationals. The con- 
tributors are mainly economists. Khan is Senior 
Research Fellow at the German Overseas Insti- 
tute. Index. 

OrrENHEiMEji, Michael F. and Tutus, Donna M. 
Nontariff barriers: The effects on corporate strat- 
egy in high-technology sectors. Boulder, Colo, and 
London: Westview Press, 1987. Pp. xiit 203. 
125.00. paper. ISBN 0-8133-7403-0. 

JEL S7-085J 

Studies the impacts of Japanese and European 
non tariff barriers on the international marketing, 
investment, and technology strategiesuf small-to- 
medium-sized high-technology U.fk" firms. Fo- 
cuses on the interactions among market dist o rtions, 
corpo ra te strategy, and U.S. trade policy. Provides 
twenty-three case histories describing the experi- 
ence of U.S. firms with Japanese and European 
Import r egimes . Discusses the pr in c ip al nontariff 
barriers encountered by the firms and summarizes 
th e i r e ffects op co r por at e strategies. Provides infor- 
mation on industry structure, fo re ig n government 
targeting p r a ctice s , general bilateral trade issues. 


and case studies in the biotechnology, computer, 
semiconductor, software, and telecommunications 
equipment industries. Finds that the most effective 
means of circumventing market restrictions has 
been the establishment of a wholly owned subsid- 
iary in the overseas market. Presents observations 
on the policy implications of the findings and makes 
recommendations regarding U.S. industry/govem- 
ment relations, data and analytical resources, legal 
issues, and diplomatic approaches. Oppenheimer 
is Executive Vice President, and Tuths is Senior 
Research Associate with The Futures Group. Bibli- 
ography: no index. 

SarkciviI, T. Misiia. Direct foreign investment in 
Yugoslavia. A microeconomic model. New York 
and London: Greenwood Press, Praeger, 1986. Pp. 
xvii, 206. $37.95. ISBN 0-275-92 159-X. 

JEL 87-0852 

Develops a microeconomic model for Joint ven- 
tures between multinational corporations and Yu- 
goslav enterprises. Analyzes how the partners in 
a Yugoslav joint venture can reach an equilibrium 
solution to resource allocation and profit distribu- 
tion on the basis of two different objective func- 
tions, maximization of profit or maximization of 
income per worker. Examines the performance of 
the Yugoslav self-management economy, the Yugo- 
slav workers' self-management enterprise, theory 
of the multinational corporation. Yugoslav and so- 
cialist economy joint venture arguments, objec- 
tives and benefits of Yugoslav joint venture agree- 
ments, and legal regulations and the actual 
experience of Yugoslav joint ventures. Focuses on 
the rote of transfer pricing, bargaining power, and 
structural inefficiencies that result from the unique 
structure of property rights in socialist Yugoslavia. 
The author is Assistant Professor of Economics. 
Jacksonville University. Bibliography; index. 

United Nations Centhe on Transnational Corpo- 
rations. Transnational corporations in South Af- 
rica and Namibia: United Nations public hearings. 
Volume 1. Reports of the Panel of Eminent Persons 
and of the Secretary-General. U.N. Publication 
Sales No. E.86.II.A.6. New York: United Nations. 
1986. Pp. xvl, 242. $65.00, paper. ISBN 92-1- 
104179-1. JEL 87-0853 

Volume 1 of the record resulting from U.N. pub- 
lic bearings held in September 1985 on the activi- 
ties of transnational corporations in South Africa 
and Namibia. Major topics are: the activities and 
operations of transnational corporations in South 
Africa and the extent to which they contribute to 
and sustain the system of apartheid; the role of 
transnational corpo rati ons In the military and nu- 
clear sectors of South Africa and Namibia: employ- 
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ment practices at transnational corporations and 
their socioeconomic impact, including effects on 
die housing patterns and lifestyles of families; and 
the activities and operations of transnational corpo- 
rations in Namibia, particularly their exploitation 
of Namibian resources and their support of South 
Africa's illegal occupation. Part I consists of the 
panel report and recommendations. Part 2 presents 
a tabulation of activity measures proposed in U.N. 
resolutions and or adopted in. various countries. 
Part 3 contains a bibliography. First of a four-vol- 
ume set. Also available in French, Russian, and 
Spanish. No index. 

See also. Book Numbers JEL 87-0742, 87-0743. 87- 
0843, 87-0889 

500 Administration; Business Finance; 
Marketing; Accounting 

Pappas, James L. and Hmscuer, Mark. Managerial 
economics. Fifth edition. Dryden Press Series in 
Economics. Chicago; Montreal; London and Syd- 
ney; Dryden. [1974 . . .1983] 1987. Pp. xvi. 607. 
ISBN 9-03-008543-8. JEL 87-0854 

Fifth edition of an economics textbook for mana- 
gerial decision-making courses. [See JEL no. 83- 
0452 for annotation of the fourth edition. ] Changes 
in the fifth edition include: more complete and 
user-oriented material on regression equations and 
statistics; a new chapter on forecasting, covering 
both qualitative and quantitative techniques; the 
development of optimal input combinations in the 
chapter on production; the expansion of cost analy- 
sis to provide more coverage of efficient scale, 
economies of scale, and experience; expanded ma- 
terial on market concentration: revision of treat- 
ment of government in the market economy to 
include questions of equity and efficiency and 
scope of deregulation; and a changed sequence of 
treatment of capital budgeting and uncertainty, in- 
cluding coverage of probability and game theory. 
Chapters contain summaries, questions, and exten- 
sively revised problems; short cases conclude each 
chapter. A mathematical appendix has been added 
to the second chapter. Pappas is at the University 
of South Florida. Hirschey is at Rice University. 
Index. 

Sea also.- Book Number JEL 87-0947 
510 Administration 

Amu, Hal R. and Hammond, Kenneth R., eds. 
Judgment a nd dacMon making: An int ardi t ci - 
pUnarff reader. Cambridge; New York nd Sydney: 
Ca mb ridge University Pram, 1986. Pp. xiv, 818. 


156.50, doth; (21.95, paper. ISBN 0-521-32617- 
6. JEL 87-0855 

General, interdisciplinary selection of forty- 
three readings chosen to assist the reader in devel- 
oping an appreciation of the field of judgment and 
decision making. Requires an elementary under- 
standing of algebra and statistics. Organized in 
eleven parts: introduction, judgment and social 
policy, economics, law, interpersonal conflict, clin- 
ical judgment in medicine and psychology, social 
prediction and judgment, experts, development 
and learning, research techniques, and overview. 
Many of the contributors are psychologists. Arkes 
is in the Department of Psychology, Ohio Univer- . 
fity. Hammond is in the Department of Psychol- 
ogy, University of Colorado. Name and subject 
indexes. 

Bernier, Bernard and Simon, Yves. Initiation 4 U 
macroiconorme: Manual concret de ler cycle (Initi- 
ation to macroeconomic*). Second edition. Paris: 
Du nod; distributed in North America by Diflii- 
iivre, Montreal, 1986. Pp. xvi. 438. Fr 145.00; 
Can* 47.95. paper. ISBN 2-04-016517-7. 

JEL 87-0856 

Introductory textbook covering all the major ba- 
sic macroeconomic questions with special refer- 
ence to business and managerial environments. Us- 
ing real life examples and recent quantitative data, 
the authors have attempted, throughout the 
twenty-two chapters, to fulfill the needs of the stu- 
dents by providing a readable and practical manual 
on the subject. Bernier and Simon are professors, 
respectively, at the Centre H.E.C.-I.S.A. (Paris) 
and at the University of Pans-Dauphine. Bibliog- 
raphy. subject index. [Jean Mirucld] 

Farris, Martin T. and Happel, Stephen K. Modem 
managerial economic*. Glenview. 111. and London 
Scott. Foresman, 1967. Pp. 516. (30.96. ISBN 0- 
673-18042-5. JEL 87-4X57 

Introductory textbook for courses in managerial 
economics, business economics, or theory of the 
firm; no prerequisites. Part 1 provides the founda- 
tions of managerial economics (the role of man ag e 
rial economics; theory of the firm; proto; and the 
attempt to reduce uncertainty through foi e ca sti ng ). 
Part 2 examines revenue and costs (demand analy- 
sis; neoclassical production theory and short-run 
cost theory; and long-run costs, est ima tion, and 
alternative concepts)! Part 3 considers market 
structures and g o v e rnment involvement (models 

of fMt* o rm t r we + AHnfi ant) mm mQOOOOIV: lOflOPO 

listics c o mp etition: oligopoly; price djs ciimWMIn n 
and d tflerentia h ; theories of profit, and the micro- 
economic role of gove r nment h> the m a rket place). 
Part 4 pr esent s s p p h rariont to real world pricing; 
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capital budgeting; nonprofit organizations; location 
of production and markets; and strategic decision 
making. Each chapter contains a summary and 
study questions. An IBM microcomputer simula- 
tion. instructor's manual, and student workbook 
are also available. The authors are at Arizona State 
University. Subject and name indexes. 

Hwang, Ciiing-Lai and Lin, Ming-Jenc. Group de- 
cision making under multiple criteria: Methods and 
applications. Lecture Notes in Economics and 
Mathematical Systems series, vol. 281. New York; 
Berlin; London and Tokyo: Springer, 1987. Pp. 
xi, 400. $38.90, paper. ISBN 0-387-17177-0. 

JEL 87-0858 

Introductory textbook on the methods of group 
decision making under multiple criteria. Presents 
the methods of: social choice theory (various voting 
and counting systems, the social choice function, 
and the social welfare function); experts' judgment 
and/or group participation (including brainstorm- 
ing, brainwriting, the nominal group technique, 
synectics, surveys, delphi method, conferences, 
cognitive map, implementing and controlling a 
project, the ordinal vs. cardinal approaches for 
evaluation/selection of alternatives, and a systems 
approach to experts’ judgments and/or group par- 
ticipation analysis); and game theory. Sequel to 
the authors’ works pertaining to multiple objective 
and multiple attribute decision making [See JEL 
nos. 79-0698 and 82-078 5 for annotations of the 
previous works]. Hwang is in the Department of 
Industrial Engineering, Kansas State University. 
Lin is in the Department of Physics and Engineer- 
ing, Roosevelt University. No index. 

Keating, Barry and Wilson, J. Holton. Funda- 
mentals of managerial economics. San Diego; Lon- 
don; Sydney and Toronto: Harcourt, Brace, jova- 
novich; Academic Press, 1967. Pp. si i, 625. $32.95. 
ISBN 0-15-529457-1. JEL 87-0859 

Intended for use in applied economics courses 
that deal with the economics of the firm. Empha- 
sizes applications of microeconomic theory; also 
uses tools from statistics, mathematics, operations 
research, and macroeconomics. Demonstrates bow 
economic concepts such as elasticity, forecasting, 
demand analysis, production, and cost are used 
by business decision makers. Indudes s discussion 
at the roie of business economists. Reviews basic 
graphic and statistical tools. Covers demand, in- 
cluding demand forec a st in g, using both qualitative 
■ad quantitative techniques; production and cost 
theory, tbs use of Hnear programming as an opti- 
mising tool, emphasizing wfl i en to raise it and how 
to interpret the results; ritfjjirnnt market structures 
and pricing d e c is ion s ; the. regulation of busi n ess; 


and risk and capital budgeting. Chapters contain 
summaries, reading lists, and problems. Keating 
is at the University of Notre Dame and Wilson is 
at Central Michigan University. Index. 

Lamb, Robert Boyden. Running American business: 
Top CEOs rethink their major decisions. New 
York; Basic Books, 1987. Pp. x. 315. $19.95. ISBN 
0-465-07159-3. JEL 87-0860 

Presents the results of interviews with eighty- 
nine CEOs, focusing on how strategies are deter- 
mined, the influence of manager personalities, the 
extent of planning, the influence of external forces, 
and the degree of internal control over options. 
Points out that the CEO must balance conflicting 
interests of institutional investors, lenders, custom- 
ers, financial markets, and government. Describes 
the environment in which the CEO operates as 
the “phantom dub” of CEOs — "a free-floating, 
shifting collection of informal and formal relation- 
ships that CEOs build throughout their careers.” 
Probes areas of strategic decisions such as finance, 
marketing, technology, takeovers, manpower, and 
succession. Condudes by emphasizing the envi- 
ronment of uncertainty in which the CEO must 
operate today. Uses specific examples of CEOs and 
companies to illustrate points. Lamb is Clinical 
Professor of Finance and Management at New York 
University. Indexes of executives and corpora- 
tions. 

Levi, Isaac. Hard choices: Decision making under 
unresolved conflict. Cambridge; New York and 
Melbourne: Cambridge University Press, 1986. 
Pp. xii, 250. $34.50. ISBN 0-521-32527-7. 

JEL 87-0861 

Develops a framework to analyze rational deci- 
sion making under unresolved conflict in values. 
Proposes that conflict in values is often generated 
by uncertainty concerning the consequences of the 
feasible options and that inquiry does not always 
lead to resolution of conflicts in value by the time 
a choice is required. Examines moral conflict; value 
conflict in scientific inquiry; value pluralism; ques- 
tions regarding choice, foreknowledge and feasibil- 
ity; value commitments, structures, ways of evalua- 
tion, and criteria of admissibility; uncertainty as a 
source of conflict; die relation between the ratio- 
nality of decision making under unresolved conflict 
and social agency; and distributing benefits. Cri- 
tiques various versions of utilitarianism. Rowlsion 
approaches to distribution, and Arrovian ap- 
proaches to social choice. Concludes that this revi- 
sion of the assumptions that underlie most decision 
theory, microeconomic theorizing, and risk assess- 
ment offers a vision of problem-solving inquiry ap- 
plicable to both scientific inquiry and efforts to 
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settle unresolved conflicts. Levi is Professor of Phi- 
losophy, Columbia University. Bibliography; name 
and subject indexes. 

>y, Robert H. Operations technology: Systems and 
volution. Baltimore and London: Johns Hopkins 
University Press, 1966. Pp. xv, 252. 932.50. ISBN 
0-8018-3340-X. JEL 87-0862 

Portrays the development of operations technol- 
ogy in an evolutionary sequence. Identifies, de- 
fines, and exemplifies seven operations technolo- 
gies according to the manner in which related 
operations that provide goods or services to cus- 
tomers and clients are arranged and performed: 
jobbing system control and articulated, balanced, 
continuous, automated, programmed, and ‘'intelli- 
gent” systems. Compares the seven system tech- 
nologies by examining the time and other dimen- 
sions of five elemental intervals (moving unit or 
batch of product or service to a work center, pro- 
cessing job at work center, stoppages, delays to 
work in process, and sequencing delays). The com- 
parative dimensions used are: total time, cycle 
time, operational efficiency, system efficiency, 
working-capital requirements, work-in-process in- 
ventory, operational floor-space requirements for 
events taking place between points of entry into 
a system, and completion of the product or service 
the system provides. Examples of work situations 
in the system technologies examined include: pur- 
chasing. public works procurement, an outpatient 
clinic, legal and judicial processes, nuclear power, 
a rail mill, a flour mill, bookmaking, telephone 
cable, a research library, a money market fund, 
robots, and expert programming in medical diagno- 
sis. Roy is Dean Emeritus of Engineering and Pro- 
fessor Emeritus of Industrial Engineering, Johns 
Hopkins University. Index. 

jvin, Myron B. andSushka, Marie E. Macroeco- 
nomica for managers. Englewood Cliffs, N.J.: 
>rentice-Hall. 1987. Pp. xvi, 512. ISBN 0-13- 
42937-4. JEL 87-0863 

Textbook designed (or a course in business mac- 
roeconomics. Assumes no prior economics back- 
ground and little mathematical facility, Has an ap- 
plied orientation, focusing on how changes in the 
economy or in economic policy influence the firm. 
Reviews the tools of economics, presents a model 
of aggregate demand and supply, and discusses 
the financial sector and financial decision making. 
Investment, and public policy issues, particularly 
si they affect the business sector and managerial 
decisions. Divided into five parts: foundattoos of 
macroeconomics, the macroeconomic model, the 
btancial sector, the determinants of spending, and 
economic policy. Includes summary, refe re nces , 


apd exercises at end of chapters. Slovin is Professor 
of Finance at the University of Colorado, Denver. 
Sushka is Professor of Finance at Arizona State 
University. Index. 

von Winterfeldt, Detlof and Edwards, Ward. 
Decision analysis and behavioral rese a rc h . Cam- 
bridge; New York and Melbourne: Cambridge 
University Press, 1966. Pp. xv, 604. ISBN 0-521- 
27308-X. JEL 87-0864 

Textbook for first-year graduate students with 
no mathematical prerequisites, though also in- 
tended for use by mature decision scientists. Em- 
phasizes the intertwining of formal analysts and 
behavioral research and gives primary attention 
to governmental rather than business examples. 
Covers: basic concepts and their relation to behav- 
ior. structuring for decision analysis, decision 
trees, uncertainty and its measurement, Bayesian 
statistics, inference, value and utility measure- 
ment, multiattribute utility theory, sensitivity anal- 
ysis and flat maxima, applications and pitfalls of 
analysis, cognitive illusions, and history and re- 
search prospects of decision analysis. Von Winter - 
feidt is at the Institute of Safety and Systems Man- 
agement and Social Science Research Institute and 
Edwards is at the Social Science Research Insti- 
tute, University of Southern California. Author and 
subject indexes. 

See also Book Number JEL 87-0703 

520 Business Finance and Investment 

See also: Book Number JEL 87-0807 

530 Marketing 

Backimi's, Klaus and Wilson. David T., eds. In- 
dustrial marketing: A Cerman-AmericMn perspec- 
tive. Berlin; New York and Tokyo: Springer, 1986. 
Pp. viii. 373. 939 00. ISBN 0-387-16114-7. 

JEL 87-0865 

Seventeen papers presented at the Ge r m a n 
American conference on Industrial Marketing, 
held in Mainz. West Germany, in September 1064. 
Focus is on industrial marketing res e arch in both 
countries, with the aim of promoting increased co- 
operative research in this field. Essays are in eight 
sections: state of the ait in West Germany and 
the United States (2 papers); industrial buying be- 
havior (2 papers); industrial selling behavior $ pa- 
pers)* interaction behavior (3 papers); m i rhntin gf 
technology mix (2 papers); ride asaaswnent and risk 
behavior (2 papers)-, m et h o do l o gical concept s (2 pe- 
pers); and new industrial product su cces s (2 pa- 
pers). Most of the contri b u tor s are marketing and 
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mangement specialists. Backhaus is Professor of 
Business Administration and Marketing at the Jo- 
hannes Gutenberg University, Mainz. Wilson is 
Professor of Marketing at the Pennsylvania State 
University. No index. 

McAuliffe, Robert E. Advertising, competition, 
end public policy: Theories and neui evidence. Lex- 
ington, Mass, and Toronto: Heath, Lexington 
Boob, 1987. Pp. vi, 116. ISBN 0-669-12391-9. 

JEL 87-0866 

Provides a survey of the theoretical issues in 
the debate over the effect of advertising expendi- 
tures, incorporating new developments such as 
strategic deterrence, consistent conjecture, barri- 
ers to entry, and information theories. Describes 
the controversy over the causal relation between 
advertising and measures of market power. Re- 
views models that show that the positive correla- 
tion between advertising and profits may be due 
to other factors. Analyzes the difficulties faced in 
measuring the advertising/profit relationship. Re- 
views the results of several causal tests for twenty- 
seven firms for the period 1955-83. Concludes with 
a discussion at advertising and public policy, in- 
cluding the effects of advertising restrictions on 
welfare. McAuliffe is Assistant Professor of Eco- 
nomics at Babson College in Wellesley, Massachu- 
setts. Index. 

540 Accounting 

Jenkins. Alexander W. The accounting, profession 
in Alberta: An economic analysis of licensure and 
self- regulatory reforms, and a counterproposal. 
Vancouver, British Columbia: Fraser Institute, 
19B6. Pp. xiv, 77. *7.95, paper. ISBN 0-88975- 
090-4. JEL 87-0867 

Analyzes the need for both self- regulatory and 
exclusive practice reforms in Alberta accountancy. 
Examines the nature of accounting, public account- 
fog, and die accounting profession as well as the 
professionalism and self-regulatory status of char- 
tered, certified general, certified management, and 
other accountants in Alberta. Evaluates industry 
performance, the scope for reform, and the social 
coats and benefits of the current exclusive practice/ 
licensure issue, i.e., limiting provincial audits to 
members of the Institute of Chartered Accountants 
of Alberta. Concludes that there is a need for self- 
regulatory legislative reforms, which are more uni- 
form, c o mp re hen sive, and compelling than the 
current legislative bdb, and that if exclusive prac- 
tice rights for audits and reviews are granted, audit 
licensure should be broadened to include all ac- 
countants that could be designated as audit special- 
ists. Jenkins is Associate Professor of Economics, 
University of Alberta. No index. 


600 Industrial Organization; 
Technological Change; Industry Studies 

610 Industrial Organization 
and Public Policy 

Adler, Hans A. Economic appraisal of transport 
projects: A manual with case studies. Second edi- 
tion. World Bank Economic Development Insti- 
tute Series in Economic Development. Baltimore 
and London: Johns Hopidns University Press for 
the World Bank, [1969] 1987. Pp. xii, 235. $27.50, 
cloth; $12.50, paper. ISBN 0-8018-3429-5, pbk. 

JEL 87-0868 

Introductory textbook on the economics of trans- 
port projects in developing countries. Revisions 
include incorporation of literature appearing since 
the first edition, advances in methodology such 
as shadow pricing, and additional empirical infor- 
mation. Places greater emphasis on transport sec- 
tor planning as a prerequisite for appraising indi- 
vidual projects, on rural roadways, and on 
applications nf cost -benefit analysis to investigate, 
operations, and maintenance. Part 1 provides a 
background on the methodology of economic ap- 
praisal, describing economic costs, shadow prices, 
traffic forecasting, optimum timing, risk analysis, 
and use of cost/benefit appraisals. Part 2 illustrates 
the practical application of economic analysis, pre- 
senting fifteen case studies of various projects that 
cover the principal modes of transport — roads, rail- 
ways, pipelines, ports, and airports. Adler is Senior 
Adviser in the Projects Policy Department of the 
World Bank. Bibliography; index. 

Crew, Michael A. and Kijeindorfer, Paul R. The 
economics of public utility regulation. MIT Press 
Series on the Regulation of Economic Activity. 
Cambridge, Mass.-. MIT Press, 1686. Pp. viii, 304. 
ISBN 0-262-03127-2. JEL 87-0868 

An analysis of important issues of theory and 
policy formulation related to public utility regula- 
tion. Part 1 examines the welfare economic founda- 
tions of public utility regulation. Part 2 surveys 
die theory of peak-load pricing. Part 3 reviews the 
principles and practice of regulation hr the United 
States. Part 4 discusses the nature of regulation 
in the electricity, telecommunications, gas, mid 
water supply industries, and outlines certain impli- 
cations for future r e s e ar c h and policy. Crew is Pro- 
fessor of Economics at Rutgers University. Klein- 
dorfcr is Professor of Decision Sciences and 
Economics at the University of Pennsylvania. In- 
dex. 

Economic Council or Canada. Minding the publics 
business. Ottawa: Author; distributed by Supply 
and Service* Canada, Ottawa, 1986. Pp. xii, 180. 
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$10.86, Omari*; $13.15, other countries; paper. 
ISBN 0-600-12317-0. JEL 87-0870 

Study of government enterprise in Canada for 
the purpose of determining under what circum- 
stances government enterprise is an appropriate 
policy response as well as its optimal administrative 
arrangements. Examines the extent of government 
ownership and reviews the factors underlying the 
emergence of the government enterprise sector 
and activities of public corporations in specific sec- 
tors (electric power, telecommunications, urban 
transit, transportation, and nonrenewable re- 
sources) and their use as instruments of industrial 
policy (government as entrepreneur, bailouts, and 
mixed enterprises). Identifies components of an 
accountability and control framework for govern- 
ment enterprise. The conclusion discusses the ad- 
vantages and issues related to government enter- 
prise and/or privatization. Recommends greater 
accountability and control of existing government 
enterprises, greater involvement of the private sec- 
tor and promotion of competition, and privatization 
of Air Canada and Petro-Canada. No index. 

HEER, Douc:ij\s F. Business, government . and soci- 
ety. Second edition. New York: Macmillan, Lon- 
don: Collier Macmillan, 1987. Pp. xvii, 574. 
$26.50. ISBN 0-02-347120-4. JEL 87-0871 
Second edition of an introductory texthook for 
undergraduate business and government courses. 
Changes have been made to reflect new govern- 
ment and research findings and major recent policy 
and economic developments, particularly those re- 
lated to telecommunications, merger enforcement 
and acquisition trends, misrepresentation and un- 
fair practices, resale price maintenance and vertical 
restraints, hazardous waste regulations, nuclear 
power plant failures, and transportation deregula- 
tion. Each chapter contains summaries and exer- 
cises. [For annotation of first edition, see JEL no. 
84-0808.] Greer is at San Jose University. Glos- 
sary; name, case, and subject indexes. 

coasaoN, Staff an. Electronics and industrial pol- 
icy: The case of computer controlled lathes. World 
Industry Studies series, no. 5. London; Boston and 
Sydney: Allen and Unwin, 1986, Pp. xx, 252. 
$37.85. ISBN 0-04-338138-3, JEL 87-0872 
Deals with microelectronics- based innovations 
in machine tools, focusing on the production and 
use of computer numerically controlled machine 
tools in the world economy, particularly in the 
third world. Uses Argentina, Taiwan, South Korea, 
Japan, and a lew European countries for case mate- 
rials. Interested especially in the im p lic ations that 
computer numerically controllad machine tools 
may have for tha newly industrialising nations, ap- 


proaching the problem as one of applied econom- 
ics. Examines the place of the developing countries 
in the international division of labor, how readily 
producers of conventional lathes can switch to com- 
puter numerically controlled lathes, and the role 
of government in this process. Concludes that gov- 
ernment intervention policies need to be product 
specific rather than uniform between firms. Based 
on author's Ph.D. thesis in economics at tbe Uni- 
versity of Sussex (1985). Jacobsson is a Research 
Fellow at the Research Policy Institute at the Uni- 
versity of Lund, Sweden. Index. 

Jacquemin, Aijexis. The new industrial organization: 
Market forces and strategic behavior. Translated 
by Fatemeii Mehta. Cambridge, Mass, and Lon- 
don: MIT Press, [1985] 1987. Pp. x. 217. $27.50, 
doth: $12.50, paper. ISBN 0-262-60014-5. pbk. 

JEL 87-0873 

Originally published in French as Selection et 
pouvoir dans la nottoeUe Economic industrials in 
1985. Surveys approaches of the “new industrial 
organization” that are applied to the enterprise, 
its market relations, and its internal organization. 
Contrasts the perspective that the industrial econ- 
omy adapts itself to the norms of an efficient alloca- 
tion of resources with the perspective that stresses 
the role of market power. Points out that the roles 
attributed to economic policy and industrial policy 
will be til fit- rent according to the weight given to 
these two paradigms. Covers selective market 
mechanisms, the behavior of corporations trying 
to exploit oligopolistic interdependencies; tbe role 
of potential competition; organizational forms 
adopted by enterprises; and different roles assigned 
to industrial policy, jacquemin directs the Centre 
for Economic and Legal Research in Industrial Or- 
ganization at the Catholic University of Louvain 
in Louvain-la-Neuve. Belgium. Index. 

Kiiazzoom, J. Daniel. An econometric model inte- 
grating conservation measures in ihe residential 
demand for electricity. Contemporary Studies in 
Energy Analysis and Policy series, vol. 8. Green- 
wich, Conn, and London; JA1 Press, 1966. Pp. 
xx, 305. ISBN 0-89232-696-4. JEL 87-0874 

Develops a model designed to integrate engi- 
neering and economic approaches to modeling the 
household demand lor electricity in a service area 
and separate out the contribution of the engineer- 
ing effect of efficiency improvement from the feed- 
back effisct and the elects of economic variables. 
Estimates the model for electrically h eat ed nod 
gu-beated homes from 1969-80, and incorporates 
diflerences between summer and winter d r m e ad. 
focuses on the Sacramento Municipal Utility Dis- 
trict. Discusses: tbe problem of gftmsMtyhsq. the 
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impact of conservation; the specification of die 
model, especially the development of indices of 
appliance efficiency mid of thermal integrity and 
their integration with economic variables that affect 
electricity demand; and the estimation and testing 
of the model. Khazzoom is a member of the De- 
portment of Economics, University of California, 
Berkeley. Index. 

Mohvan, Yves. Fondements tT tconomie Industrie Ue 
(Foundations of industrial economics ). Gestion. 
Paris: Economica; distributed in North America 
by Diffuseur G. Vermette, BoucherviUe, Quebec, 
1965. Pp- iv, 482. Fr 150.00, Can9 41.95, paper. 
ISBN 2-7178-0930-9. JEL 87-0875 

Provides a variety of thematic articles useful to 
the general practitioner. Each one of them is 
treated with graphs, practical examples and with 
reference to the pertinent literature. Includes an- 
notated description of statistical sources on indus- 
trial activity. Morvan is a professor at the Univer- 
sity of Rennes and responsible for the Croupe 
d’Etudes des Systemes Industriels. Bibliography; 
subject index, [jean Mirudd] 

Norman. C., ed. Spatial pricing and differentiated 
markets. London Papers in Regional Science se- 
ries, no. 16. London: Pion; distributed in the U.S. 
by Methuen, N.Y., 1986. Pp. 190. 124.95, paper. 
ISBN 0-85086-121-7. JEL 87-0876 

Thirteen papers resulting from a session on spa- 
tial pricing and spatial equilibrium at the Annual 
Conference of the British Section of the Regional 
Science Association in Manchester in September 
1985. Considers areas of interest to regional sci- 
ence and spatial economics. Specific topics are: " 
address” models of differentiation, equilibrium ex- 
istence in the circle model of product differentia- 
tion, existence of price equilibria under mill and 
uniform delivered price policies, stability of cartels 
in spatial markets, competitive mill and uniform 
pricing, demand curves and spatial pricing, spatial 
competition with cross-hauling, costs and social 
welfare in die theory of the spatial firm and indus- 
try, market strategy with variable entry threats, 
the economics of vertical restraints on retailers, 
intra-urban retail price competition, and regional 
price discrimination in the U.K. gas industry. Nor- 
man is a member of the Department of Economics, 
University of Leicester. Author and subject in- 
dexes. 

Patrick, Much, ed. Japan’s hi gh technology indus- 
tries: Lessons and limitations of Industrial policy. 
With die assistance of Lanar Meissner. Seattle 
and London; University of Washington Press; To- 
kyo: University of Tokyo Pres*, 1966. Pp. xxi, 277. 
$40.00. ISBN 0-296-96342-5. JEL 87-0677 


Seven essays, the result of a project sponsored 
by the Committee on Japanese Studies, focus on 
high technology industries, industrial policy, and 
the Japanese economy. Essays present an analysis 
and evaluation of Japanese high technology and 
assess its relevance for the United States. Several 
essays present case studies of the information in- 
dustry, biotechnology, and the full range of high 
tech industries. Others examine the characteristics 
of the way the Japanese government, through the 
Ministry of Trade and Industry (MIT1), formulates 
and administers high tech industrial policy, de- 
scribing the array of industrial policy implements. 
Also discusses a joint United States-Japanese re- 
search project involving cooperation of competitive 
firms. Die final essay traces the evolution of Japa- 
nese industrial policy since the 1950s, proposing 
general lessons for the U.S. from the Japanese ex- 
perience. Contributors are social scientists, and 
international and business specialists. Patrick is 
R. D. Calkins Professor of International Business 
at Columbia University. Index. 

Puttehman, Louis, ed. The economic nature of the 
firm: A reader. With the assistance of Randy 
Kroszner. Cambridge; New York and Melbourne: 
Cambridge University Press, 1986. Pp. x, 371. 
ISBN 0-521-32278-2. JEL 87-0878 

Twenty-four papers (all previously published) 
discuss topics regarding the economic nature of 
the firm. Part 1 deals with the division of labor 
within and among firms, containing selections by 
Adam Smith, Karl Marx, Frank Knight, and Alfred 
Chandler as well as papers on the nature of the 
firm, the use of knowledge, and relational ex- 
changes. Part 2 deals with the employment rela- 
tion, die internal organization of the firm, individ- 
ual mobility and union voice, and productivity. 
Part 3 contains papers on the management, fi- 
nance, and scope of the firm. Part 4 presents radical 
perspectives on firm structure and includes papers 
on the role of hierarchy, an institutional approach 
to the organization of work, why capital hires labor, 
and alternative models of the production process 
in a competitive economy. The contributors are 
mainly economists. Putterman is at Brown Univer- 
sity. No index. 

Ricketts, Martin. The new industrial economics: An 
introduction to modem theories of the firm. New 
York: St. Martin's Press, 1967. Pp. xii, 306. $29.96. 
ISBN 0-312-00458-3. JEL 87-0879 

Reviews theoretical develo pme nts In the theory 
of the firm, emphasizing the problem of informa- 
tion and transactional difficulties encountered in 
a world in which people are not folly informed. 
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Especially concerned with explaining how transac- 
tions costs theory affects views of business enter- 
prise. Author’s theory of the firm is based on ex- 
change and uses the Edgeworth box for analysis. 
Part 1 describes the basic concepts and includes 
chapters on the gains from trade, transactions 
costs, the entrepreneur, and property rights. Part 
2 discusses the nature of the internal structure of 
the firm, viewing it as a governance structure for 
complex and implicit exchange transactions. Con- 
siders die contractual problem laced by principal 
and agent in analytical detail, the organization of 
hierarchies within firms, determinants of the size 
and scope of firms, and the division of ownership 
from control. Concludes that firms continually ad- 
just to new circumstances and require entrepre- 
neurs to assist in the process by using the knowl- 
edge of workers, making judgmental decisions 
about the appropriate responses to economic 
change, pushing through new developments, and 
restructuring property rights as new information 
becomes available. Ricketts is a Reader in Econom- 
ics at the University of Buckingham. Bibliography; 
name and subject indexes. 

U.S. Department of CoMMEncE. A competitive as- 
sessment of the U.S. pharmaceutical industry. In- 
ternational Competitive Assessment Series. 
Boulder and London: Westview, 1986. Pp. xii, 113. 
128.50, paper. ISBN 0-8133-7277-1. 

JEL 87-0890 

Focusing, on the development of new drugs, 
identifies underlying forces that will influence in- 
ternational competition of the pharmaceutical in- 
dustry in the future, such as an aging population 
increasing the demand for the industry’s products, 
advances in biotechnology, rising R&D costs, in- 
creasing pressure for health care containment pro- 
grams, and increasing ethical involvement as new 
drugs affecting life become available. Describes the 
evolution of the industry; the performance of the 
industry, covering sales, growth, productivity, 
R&D and profitability; the international competi- 
tive scene, research and development expenditures 
in selected countries; the effect of government reg- 
ulation on international competition, the drug de- 
velopment process; trends for the future; strategies 
of foreign governments, particularly the United 
Kingdom, Japan, and West Germany; and the pro- 
jected international future for the industry includ- 
ing policy options. Suggests that federal policy 
®>lght include improved FDA guidelines, invest- 
ment in computer analysis related to drug design 
•nd testing, and FDA assistance in management 
^formation systems. Also calls for increased indus- 
try Me D outlays, particularly cooperative projects. 
Glossary; b ib liogra ph y; no index. 


Wenders, John T. The economic* of teleeomtmtnica- 
tionr. Theory and policy. Cambridge, Mass.; 
Harper and Row, Ballinger, 1987. Pp. x, 284. $34.95. 
ISBN 0-88730- 1 10-3. JEL 87-0881 

Demonstrates how economic tools can be ap- 
plied to explain current behavior in the telecom- 
munications industry and to help develop future 
public policy consistent with economic efficiency. 
Gives the background in economics necessary to 
understand the policy prescriptions stemming from 
economic efficiency. Reviews welfare economics 
and its relationship to compet iti ve markets. Devel- 
ops a simple model of the various telecommunica- 
tions markets by assuming regulation and then ex- . 
amming what policy to follow. Examines factors 
such as demand, usage, optimal pricing, local mea- 
sured service, benefit/cost, and extended area ser- 
vice. Argues that the telecommunications cartel 
was established and fostered by the political pro- 
cess and that regulators have been exposed to pseu- 
doeconomic rationalizations to justify telephone 
pricing policies. Concludes that although it may 
be politically optimal to continue to subsidize local 
service from toll markets, it is economically less 
efficient than complete deregulation. Wenders is 
Professor of Economics at the University of Idaho. 
Index. 

See alto: Book Numbers JEL 87-0669. 87-0670. 87- 
078 5. 87-0848, 87-0857, 87-0873. 87-0900 

620 Economics or Technococicai. Chance 

Hiehonymi. Otto. ed. Technology and inte rn a ti on al 
relation*. With contributions by Michel Barjon 
et al. New York: St. Martin’s Press, 1987. Pp. 
194. $32.50. ISBN 0-313-78933-5. 

JEL 87-0882 

Twelve papers examine the role of technology 
in international relations. Papers discuss the inter- 
national aspects of technology in terms of medi- 
cine, war, and economics; the role of government 
subsidies to industrial innovation, the nature and 
causes of long waves; the changing role of agricul- 
ture in inter n a ti o n al trade and aid; technology and 
economic growth; technology and economic leader- 
ship; alternative R&D strategies; changing social 
values aod lifestyle* and their impbeatfons for tech- 
nology; the industrial development of OAPKC 
countries; technology and the terms of trade; trans- 
fer of technology and the third world, and integral 
tng science and t e c hn ology wRh ec o n oas tr Urate 
gins. The cont rib utors are mainly a c c n omia ts and 
■dentists. Hferonytni is bead of the P rogram of 
Economic Analysis aad Fo re c a stin g. BaMeie-Ce- 
neva R ete aith Centres, Geneva frahmri—J No 
index 
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Katz, Jorc.e M. , ed. Technology generation in Latin 
American manufacturing industries. New York; St. 
Martin’s Press. 1967. Pp. n, 549. $39.95. ISBN 
0-312-79002-3 JEL 87-0683 

Sixteen papers many of which were submitted 
at die seminar on technology and economic devel- 
opment of the Research Programme on Scientific 
and Technological Development in Latin America 
in Buenos Aires at the end of 1978. The Program 
is supported by the Inter-American Development 
Bank, the Economic Commission for Latin Amer- 
ica, the United Nations Development Program, 
and the Canadian International Development Re- 
search Center. Much of the research was con- 
ducted by a team of economists and engineers and 
pertains to Argentina, Brazil, Mexico, Venezuela, 
Colombia, and Peru. Papers explore problems of 
technological change in manufacturing industries. 
Part 1 consists of four papers on the state of the 
theory of innovation. Part 2 presents abridged ver- 
sions of ten case studies. Five are studies of individ- 
ual firms, i.e. , integrated steel producers in Argen- 
tina, Brazil, and Mexico; a rayon producer in 
Argentina; and two petrochemical plants. Three 
are industry studies (cigarettes, construction, and 
cement in Argentina) and two are macroeconomic 
studies pertaining to the nature and determinants 
of technical change in the Peruvian industrial sec- 
tor and the Argentine experience in the interna- 
tional sale of industrial plants and engineering 
work. The remaining two papers present prelimi- 
nary theoretical efforts toward constructing a the- 
ory of innovation. The contributors are mainly 
economists and science, technology, and policy 
specialists. Katz is Professor of Industrial Econom- 
ics at the University of Buenos Aires and Senior 
Research Fellow at the Economic Commission for 
Latin America in Buenos Aires. Index. 

Nijxamf, Pete ii, ed. Technological change , employ- 
ment and epatial dynamic*: ProceedbtgHgf an in- 
ternational symposium on technological change 
and employment: Urban and regional dimensions, 
held at Zandooort, the Netherlands, April 1-3, 
1985. Berlin; New York and Tokyo; Sp ri nger, 1966. 
Pp. va, 466. $38.50, paper. ISBN 0-387-16478- 
2. JEL 87-0884 

P rocee di ngs of an international symposium on 
Technological Change and Employment: Urban 
and Regional Dimensions. Twenty-four p ap e r s fo- 
cus on two themes: the relationship between tech- 
nological developments and tbfts is the labor mar- 
ket and tba i nter action between the urban or 
regional productio n e nvir o nm ent and technology 
changes. Papers fat part 1 discuss general, theoreti- 
cal, and methodological aspects of aforementioned 
relationships. Those in part f examine actual brands 

air 


in the spatial dimensions of technological develop- 
ments and employment. Part 3 focuses on the mod- 
eling efforts directed toward analyses of; adaptive 
economizing, technological change, and the de- 
mand for labor; spatial allocation of capital and la- 
bor; residential and labor mobility; spatial evolu- 
tion, spatial mobility, employment, and 
technology; innovation and urban life cycles: the 
dynamics of regional specialization over time in 
individual establishments; and regional growth. 
The contributors are economists, geographers, and 
urban and regional specialists. Nijkarap is at the 
Free University, Amsterdam. No index. 

Stewart, Frances, ed. Macro-policies for appropri- 
ate technology In developing countries. Boulder, 
Colo, and London; Wes tv lew Press in cooperation 
with Appropriate Technology International, Wash- 
ington. D.C., 1967. Pp. x, 315. $29.85, paper. 
ISBN 0-8 J 33-7300-4. JEL 87-0885 

Nine papers, which were the focal point of a 
workshop held in Washington, D.C., in January 
1986 sponsored by Appropriate Technology Inter- 
national and the Overseas Development Council. 
The collection based on the hypothesis that the 
failure in achieving appropriate technology on a 
significant scale in developing countries may be 
attributed to obstacles resulting from macro-poli- 
cies. The introductory paper by the editor provides 
a classification of macro-policies' for appropriate 
technology. Seven papers review empirical studies 
of policies designed to promote appropriate tech- 
nology. Studies examine technology choice in agri- 
culture in India (Ashok Rudra), irrigation in Ban- 
gladesh (Stephen Biggs and Jon Griffith), small 
form paddy threshing technology in Thailand and 
the Philippines (Bart Duff), rural linkages in the 
Philippines and Taiwan (Custav Ranis and Frances 
Stewart), appropriate technology in sugar manufac- 
turing (Raphael Kaplinsky), manufacturing in 
Kenya and Tanzania (Jeffrey James), and technolog- 
ical change and appropriate technology in Latin 
America (Philip Maxwell). A final paper written 
by the editor provides an overview and concludes 
that the major problem in securing desired policy 
changes lies in the political economy. Stewart is 
Fellow of Somerville College and Senior Research 
Officer at Queen Elizabeth House, Oxford Univer- 
sity. Index. 

Sea also: Book Numbers JEL 87-0849, 87-0872, 87- 
0929 

639 In du rr* y Studies 

Coumkk, Rous; Hoau Michael and Vuue, Jon, 

ed*. Natural gas marke t s and contracts. Contrlbu- 
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bom to Economic Analysis series, no. 161. A miter- 
dam; New York; Oxford and Tokyo; EUevier Sci- 
ence, North- Holland, diitributed in North Amer- 
ica by EUevier Science, New York, 1967. Pp. x, 
320. 666.75. ISBN 0-444-70206-7. 

JEL 87-0886 

Fourteen contributions divided into three ports. 
The first part contains three papers that analyze 
the economic and political features of the European 
natural (gas market. Argues that the position of sup- 
pliers was weakened after 1674, especially because 
Norway, Algeria, and the U.S.S.R. exported too 
much gas. Considers a partial equilibrium model 
and analyzes the extent of market power by produc- 
ers. Discusses the privatization of British gas and 
possible consequences. Part two describes differ- 
ent aspects of the demand for natural gas. The 
three papers discuss the dynamics of interfuel sub- 
stitution in the OECD-European industrial sector; 
the residential demand for natural gas, using a dis- 
crete-continuous dynamic choice model; and the 
diversification of natural gas imports. Part 3 deals 
with negotiation problems, bargaining theory, and 
the design of long-term contracts. Examines the 
Norwegian experience, die relationship between 
the price of natural gas and crude oil, bilateral 
monopoly and exhaustible resources, and evidence 
on natural gas contracting in the United States. 
Colombek, Hoel, and Vislie are members of the 
Department of Economics, University of Oslo. 
Subject and author indexes. 

James, Estelle and RosK-AcKEaMAN, Susan. The 
nonprofit enterprise in market economics. Funda- 
mentals of Pure and Applied Economics series, 
no. 9, Economics Systems section. Chur, Switzer- 
land; London; Paris and New York; Harwood Aca- 
demic, 1966. Pp. viii, 102. Paper. ISBN 3-7186- 
0329-2. JEL 87-0887 

An analysis of private nonprofit organizations 
which have no owners with a legal right to appro- 
priate the surplus generated by the organization. 
Primarily concerned with philanthropies, which 
derive a portion of their revenues from tax deduct- 
ible contributions. Presents observations on the 
scope of the nonprofit sector and examines theories 
of nonprofit organization formation. Provides mod- 
els of nonprofit's behavior and a comparison of non- 
profit and profit-making organizations. Discusses 
the ideology, resources and competition of the non- 
profits. Also contrasts nonprofits with profit -con- 
strained firms and btmaucncfes. Conducts* with 
a d ismissi on of policy issues. James is a P ro fess or 
of Economics and Chair of the E con o mi cs Depart- 
ment at the State University of New York at Stony 
Brook. Rose- Ac ke r man is Pro fes sor of Lew rod Po- 
btioai Eoonoasy and Director of the Center for Law 


and Economic Studies at Columbia University. 
Bibliography; index. 

National Research Council, Commission on Engi- 
neering and Technical Systems, Manufactur- 
ing Studies Board. Toward a new era in U.S. 
manufacturing: The need for a national vision 
Washington, D C.; National Academy Press, 1966. 
Pp. xiv, 174. 612.50, paper. ISBN 0-309-09691- 
7. JEL 87-0888 

Presents a broad view of what the Manufacturing 
Studies Board of die National Research Council 
believes will he necessary to maintain a competi- 
tive U.S. manufacturing sector along with some . 
of die major considerations manufacturers and gov- 
ernment policy makers will face in the implementa- 
tion of policies. Recognizes diversity in manufac- 
turing, including technological needs, 
management and labor relations, and relative com- 
petitive positions. Examines the role of technology, 
changes in the mangement of people and organiza- 
tion design, and considerations for gover n ment in 
future manufacturing policies. Notes three power- 
fill trends that are causing a revolution in manufac- 
turing; worldwide manufacturing capabilities, ad- 
vances in technology, and changes in traditional 
management-labor practices, organizational struc- 
tures. and decision-malting procedures. Concludes 
that many of the advanced technological systems 
can be implemented currently and must be imple- 
mented soon for competitiveness to result. Ap- 
pendices contain a de s cr i ption of the technology 
of future manufacturing and policy recommenda- 
tions of panels and commissions. 1979-85. Bibliog- 
raphy; index. 

Rees, Judith and Odrlu Peter, eds. The interna- 
tional oil industry: An interdisciplinary perspec- 
tive New York; St. Martin's Press, 1967. Pp. xii. 
181. 635.00. ISBN 0-312-00242-4. 

JEL 87-0889 

Nine papers on the factors influencing the inter- 
national oil market and its interrelationships with 
other elements in the world political economy. 
Contributors include academic commentators and 
experts from oil companies and governments, who 
bring toge th e r views of economic*, law, political 
science, international relations, and geography. 
Outgrowth of a seminar series on oil conducted 
at the London School of Eco n o m ics, Essays discuss 
international oil issues and perspectives, the struc- 
ture of the oil industry, the international oonnu- 
nity. tbe economics of the international off inthrs- 
try, the international legal structure of petroleum 
exploitation, status and sti a tog fe a of die i nte rna - 
tional oil corpor a tio ns . E urope a n oil and gas banes, 
oil funding rod internatio n al financial au ak at s . and 
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a thin) world perspective on petroleum. Conclu- 
sion consists of short comments on the issues raised 
representing the varying disciplinary perspectives, 
flees is Senior Lecturer in Geography at the Lon- 
don School of Economics and Political Science. 
Odell is Director of the Centre for International 
Energy Studies at Erasmus University, Rotterdam, 
and a Visiting Professor at the London School of 
Economics. Index. 

U.S. President. The state of small business: A report 
of the President: transmitted to the Congress 
May 1986; together with the annual report on 
small business and competition of the U.S. Small 
Business Administration. Washington, DC.'.: 
U.S.G.P.O., 1986. Pp. xxiv, 316. Paper. 

JEL 87-0890 

Fifth annual report by the President to Congress 
on the state of small business. Report is divided 
into four chapters as fellows: (1) the State of Small 
Business, discussing formations, closings, earn- 
ings, job growth, composition of the sector, and 
changes; (2) Small Business Financing, emphasiz- 
ing sources and uses of fends, financing patterns, 
equity financing of larger small businesses and new 
venture-type enterprises, and recent financing de- 
velopments; {3} Veterans in Business, examining 
federal assistance, demographic characteristics of 
veterans, characteristics of veteran-owned busi- 
nesses and their owners, veteran’s participation in 
self-employment, and financial success; and (4) 
Self-employment as a Business, focusing on 
growth, characteristics, gender, and income. Ap- 
pendices deal with female and minority owned 
businesses, changing characteristics of workers and 
business size, procurement, and dimensions of 
small business. Glossary; index. 

Vilui, Fbanqois. Eoonomie et politique du tour- 
isms international ( Economics and policy of inter- 
national tourism). Paris: Economic*; distributed 
in North America by Diffoseur G. Vermette, 
BoucherviBe, Quebec, 1965. Pp. 306. Ft 125.00; 
Caul $34.95, paper. ISBN 2-7178-1011-0. 

JEL 87-0891 

Applies standard instruments of econo m ic analy- 
sis to the study of international tourism, particu- 
larly oost/benefit of tourism policies art th respect 
to balance of payments, job creation, ^W|tal move- 
ments and inv estm ents. MacroerngiH policies 
are evaluated in terms of liimiiia gjjanliiu and 
soda! tourism objectives in £adust$|f and third 
world countries. The author pi Bses6>. numerous 
tables and graphs, using recent «4pternatioaal 
data. Veflas is a pro fess or at the Ibivmafty of 
Toulouse. B ib liography; subject Mdex. [Jean 
Miradti] 


See also: Book Numbers JEL 87-0703, 87-0713, 87 - 
0731 . 87-0824, 87-0851, 87-0877, 87- 
0883, 87-0900, 87-0912, 87-0915, 87- 
0918, 87-0940, 87-0948 


700 Agriculture; Natural Resources 

710 Acbicultuuk 

Bale, Malcolm D., ed. Horticultural trade of the 
expanded European community: Implications for 
Mediterranean countries. World Bank Country 
Study series. Washington, D.C.: World Bank, 
1986. Pp. x, 274. $15.00. paper. ISBN 0-8213- 
0754-1. JEL 87-0892 

A partial outgrowth of two symposia held in Oc- 
tober 1984, one at the World Bank and the other 
at the Food and Agriculture Organization in Rome. 
Three papers address two important problems 
faced by countries, especially Mediterranean, that 
are looking to agriculture as a source of foreign 
exchange and are seeking to produce high value 
crops. The first, these countries must be aware of 
similar plans by other nations to avoid market satu- 
ration and second, as the EEC expands southward 
to include Greece, Portugal, and Spain, the prod- 
ucts of these nations will compete with those of 
other Mediterranean-rim producers. After an over- 
view describing the development of horticulture 
trade, the EEC trade system, and World Bank 
projects, the role of fruits and vegetables in the 
EEC is described. Outlines the methodology used 
in projecting price and trade changes and gives 
the results for twenty products — ten for vegetables 
(annual crops) and ten for fruit (perennials). The 
third paper presents a cate study of the impact of 
EEC enlargement on fruits and vegetables. Devel- 
ops a model to project future patterns of produc- 
tion, consumption, trade, and exports. Bale is with 
the Country Policy Department, the World Bank. 
No index. 

Baum, Warren C. Partners against hunger; The con- 
sultative group on international agricultural re- 
search. With the collaboration of Michael L. Le- 
juene. Washington, D.C.: Work) Bank for the 
Consultative Group on International Agricultural 
Research, 1986. Pp. xiH, 337. $29.95, doth; 
$10.95, paper. ISBN 0-8213-0828-9, pbk. 

JEL 87-0893 

History of the Consultative Croup on Interna- 
tional Agricultural Research (CG1AR). Traces the 
origins of modern agricultural r ese a rch and the for- 
mation of several international agricultural re- 
search centers. Examines the initiatives for mobi- 
lising the aid community during 1969-1971 leading 
up to the form a tion of CC1AR. Outlines the process 



New Books: Annotated Listing 


1429 


of formulating and consolidating the system during 
the succeeding yean and highlights the roles, suc- 
cesses, and failures of different centers and organi- 
zations under CGIAR. Reviews the evolution of 
CCIAR between 1971-85 in terms of changes in 
the organization's internal structure at well as its 
impact on agricultural techniques and yields. De- 
scribes the organization, management, and gover- 
nance of the CCIAR centers. Discusses research 
priorities, funding, organization, participation and 
international status. Concludes with an evaluation 
of the impact and replicability of CCIAR. Baum 
is a vice president of the World Bank. Index. 

Dantwala, M. L. , ft al. Indian agricultural devel- 
opment since independence: A collection of essays. 
New Delhi: Oxford and IBH, 1986. Pp. viii. 519. 
Rs. 135. ISBN 81-204-01 18-2. JEL 87-0894 

Twenty-one papers, specially contributed by 
senior agricultural economists in India, review de- 
velopments in agriculture in India since tbe initia- 
tion of planning and highlight major policy issues 
that have arisen in the process of plan implementa- 
tion. Ten papers consider the strategy of agricul- 
ture since independence, the role of agriculture 
in the national economy, agrarian structure and 
agrarian relations, irrigation and water use, the 
pace and pattern of the growth of agricultural pro- 
duction, technological development, animal hus- 
bandry, and allied enterprises (poultry, fisheries, 
and forestry). Six papers discuss institutional as- 
pects of saving and capital formation in the agricul- 
tural sector, credit for agriculture and rural devel- 
opment, marketing, public intervention in 
agricultural marketing, price policy and terms of 
trade, and farm prices. The remaining five papers 
examine taxation and subsidies, agricultural labor 
and rural employment, trade in agricultural com- 
modities from 1900 to 1980, rural development 
approaches and wines, and rural development ad- 
ministration. Dantwala is Professor Emeritus, De- 
partment of Economics. University of Bombay. In- 
dex. 

Desai, Padma. Weather and grain yields in the Soviet 
Union. Research Report series, no. 54. Washing- 
ton, D.C.: Internationa} Food Policy Research In- 
stitute, 1986. Pp. 94. Paper. ISBN 0-80629-055- 
7. JEL 87-0885 

Analyzes the extent to which Soviet grain yield* 
are affected by weather as oppoeed to other factors 
more susceptible to manipulation by policy. The 
focus is on the four republics in the Soviet grain 
belt (the Ukraine, Beforussia, Kazakhstan, and the 
Russian Republic) and the unit of analysis is the 
oblast. Estimates weather- yield models that use 
grain yields from 1968-75 and precipitation and 


temperatures in tbe critical months of the crop 
cycle and then estimates the weather variability 
of yield for the country as a whole from 1955 to 
1982. Finds that weather has had only a moderately 
Urge effect on yield variation and that policy and 
systemic effects on yield became larger between 
1968 and 1982 with agricultural policy changes. 
Also discusses the possible conflict between the 
importation of increasing amounts of grain by the 
Soviets and the import needs of grain deficit devel- 
oping countries. Desai is a professor in tbe Eco- 
nomics Department and in the Harriman Institute. 
Columbia University. Bibliography; no index. 

Jakvis, Loveu. S. Livestock development in Letin 
America. Washington. D.C.: World Bank, 1986. 
Pp. x, 214. $10.95. paper ISBN 0-8213-0756-8 

JEL 87-0896 

Study of Latin American livestock sector devel- 
opment commissioned by the World Bank in 1982. 
Presents empirical data and discusses economic 
policy issues, focusing on the beef and dairy indus- 
tries. Examines meat and milk consumption in 
Latin America, livestock production, international 
trade in Latin American livestock products. World 
Bank lending for livestock projects, and the rote 
of the government and the livestock sector. Identi- 
fies future issues in the development of the live- 
stock sector as protection, uncertainty, and insta- 
bility in world beef markets: the tradeoff between 
producer and consumer welfare; domestic milk 
production and milk imports: dual-purpose cattle 
production: the control and eradication of foot and 
mouth disease, the improvement of pastures; re- 
search; livestock development in the Amazon Re- 
gion; improved technical assistance programs; and 
animal and product loading. Jarvis is Associate Pro- 
fessor, Department of Agricultural Economics 
University of California. Davis. Bibliography, in- 
dex. 

Jigcins. Janice. Gender-related impacts and the 
work of the mtermthmal agricultural r es earc h 
centers. Consultative Group on International Agri- 
cultural Research (CGIAR) Study Paper, no. 17. 
Washington. D C.: World Bank. 1986. Pp. x, 95. 
$5.00. paper. ISBN 0-8213-0840-8. 

JEL 87-0887 

Studies the work of the International Agricul- 
tural R esear c h Centers (lARCs) and the impact of 
technical change in agriculture on women. Begins 
by considering why gender issues matter. Finds 
increasing evidence from agricultural project and 
p ro g ram evaluations that in sufficient attention to 
gender issues has tended to re info rce inequMea 
that hold productivity and welfare below their po- 
tential. Notes that mgfor socioeconomic change* 
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are electing patterns of household formation and 
obligations, shown by differential scales of male/ 
female migration, increasing number of single 
households headed by women in the remote and 
poorer areas, and the growth of female headed 
households. Finds that female production is sub- 
stantial, but unde mounted and undervalued. Criti- 
cizes the lARCs fin- being too conservative, hesi- 
tant. and cautious with respect to gender issues. 
Parts 2 and 3 examine questions and describe the 
methodology. Discusses three main areas of con- 
cern: gender based barriers to female access to 
extension services, differentials in male/female pro- 
fessional agricultural education and training, and 
the tendency for knowledge about female roles in 
the food system to be ignored. Uses three geo- 
graphical areas for empirical analysis — Asia, Latin 
America and the Caribbean, and sub-Saharan Af- 
rica. ]igghis it a rural development consultant re- 
siding in the Netherlands- Bibliography; no index. 

Maunder, Allen and Renborg, Ulf, eds. Agricul- 
ture in a turbulent world economy: Proceedings 
of the nineteenth international conference of agri- 
cultural economists, held at Mdlaga, Spain, 26 Au- 
gust-4 September 198 5. Aldershot, England and 
Brookfield, Vt.: Cower, 1966. Pp. xvi, 820. $55.95. 
ISBN 0-566-05225-3. JEL 87-0898 

Sixty-six papers and discussions presented at an 
international conference of agricultural econo- 
mists. The opening addresses deal with the rela- 
tionship between food, economics, and entitle- 
ments and the scope of agricultural economics. In 
nine parts dealing with the forces shaping the fu- 
ture of agricultural development; the nature of the 
growing interdependencies and uncertainties in 
die world economy and their implications; the chal- 
lenges of balancing overproduction and malnutri- 
tion; die conflicts created by increasing pressure 
on natural resources; the role of human capital, 
technology, and institutions, the structure of agri- 
culture and people in rural societies, the nature 
of agricultural markets and trade; recent theoretical 
developments; and implications for policy and re- 
search. A synoptic paper discusses the status and 
state of agricultural economics. The contributors 
are mainly agricultural economists. Maunder is as- 
sociated with the Institute of Agricultural Econom- 
ics at the University of Oxford. Renborg is a mem- 
ber of the Department of Economics and Sta ti stics, 
Swedish University of Agricultural Sciences, Upps- 
ala. Index. 

Mellor, John W.; Delgado, Christopher L. and 
Blache, Malcolm }., eds. A cc e fcn a tiwg food 
production in sub-Saharan Africa. B al timore and 
London; John* Hopkins Un i vers i ty Press for the 


International Food Policy Research Institute, 
Washington. D.C., 1987. Pp. xix, 417. $39.50. 
ISBN 0-8018-3390-6. JEL 87-0899 

Twenty-eight papers presented at a conference 
on accelerating food production in Africa in Victoria 
Falls, Zimbabwe, in August 1983. Part 1 defines 
the food and nutrition problem in sub-Saharan Af- 
rica in terms of production and nutritional needs. 
Part 2 outlines potential and practice in food pro- 
duction technology development. Part 3 deals with 
support systems for agricultural development. Part 
4 examines food policy in the context of national 
development strategies. Part 5 assesses donor assis- 
tance strategies and part 6 presents priorities for 
accelerating food production growth in sub-Sa- 
haran Africa. The contributors are mainly econo- 
mists. Mellor is Director and Delgado is Co-coordi- 
nator of African Research both at the International 
Food Policy Research Institute in Washington, 
D.C. Blackie is Professor of Agricultural Econom- 
ics at the University of Zimbabwe. Index. 

Munasingiie, Mohan. Rural electrification for devel- 
opment: Policy analysis and applications. Boulder, 
Colo, and London: Westview Press in cooperation 
with the State University of New York, Stony 
Brook, Institute for Technology Policy in Develop- 
ment, 1987. Pp. xxiii, 440. $36.50, paper. ISBN 
0-8133-0088-6. JEL 87-0900 

Explains how rural electrification may be used 
effectively to improve the quality of life in third 
world nations. Introduces rural electrification and 
provides an national perspective on rural electrifi- 
cation policy. Reviews project evaluation and bene- 
fit measurement and examines power system op- 
timization and choice of technology. Considers 
distribution system losses, and engineering stan- 
dards and design criteria. Examines demand analy- 
sis and pricing policy. Presents case studies of pol- 
icy analysis in Indonesia and Brazil, pricing policy 
and project evaluation in Malaysia, optimization 
of supply quality in Costa Rica, and optimization 
of reliability and losses in India. Concludes with 
an evaluation of decentralized rural energy supply 
technologies. Munasingbe is bead of Energy Policy 
Development at the World Bank. Bibliography; 
index. 

Ovejide, T. Ademola. The effects of trade and ex- 
change rate policies on agriculture in Nigeria. Re- 
search Report series, no. 55. Washington, D.C.: 
International Food Policy Research Institute, 1986. 
Pp. 61. Paper. ISBN 0-88629-066-5. 

JEL 87-0901 

Examines the effects of economy-wide trade and 
**** p o licie s on agriculture and the ex- 
tent to which Nigeria s oil boom has adversely a f- 
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fected both food and export -crop component! of 
agriculture. Facuaea on the period from 1960-82, 
loolu at the degree of protection granted to agricul- 
ture compared to other sect on, and asses ie« how 
theae policies affe ct e d the allocation of resources 
both within agriculture and among the other sec- 
tors. Specific topics include: an overview of the 
structure and growth of Nigerian agriculture, a sur- 
vey of economic policies, use of agricultural price 
interventions and incentives, application of models 
of the Dutch Disease phenomenon to the Nigerian 
situation, and the effects of trade and exchange- 
rate policy responses on Nigerian agriculture. Gen- 
eral conclusions are that the oil boom adversely 
affected Nigeria’s agriculture and that both the 
Dutch Disease phenomenon and the trade and ex- 
change-rate regime taxed rather than protected 
agriculture. Oyejkle is head of the Department 
of Economics, University of Ibadan, Nigeria. Bibli- 
ography: no index. 

Puttehman, Louis. Peasant!, collectives, and choice: 
Economic theory and Tanzania's villages. Contem- 
porary Studies in Economic and Financial Analysis: 
An International Series of Monographs, vol. 57. 
Greenwich, Conn, and London: JAl Press. 1986. 
Pp. xviii. 389. 124.75. ISBN 0-89232-684-0. 

JEL 87-0902 

Examines the role of economic motivation in in- 
fluencing the evolution of the village-level econ- 
omy in Tanzania and analyzes problems encoun- 
tered in Tanzania’s aim to transform itself into a 
nation of rural, collective villages. Explore* the 
voluntary collectivization hypothesis, i.e., that 
peasant transition to collective agriculture can take 
place without external coercion when it is in the 
peasants’ individual and joint interests, and devel- 
ops a formal model of the economic structure of a 
transitional village community of the voluntary, 
gradualistic, and democratic type proposed by ex- 
President Julius Nyerere for Tanzania. Analyzes 
the individual and collective choice dimensions of 
the transition from peasant to collective agriculture 
and testa the applicability of the theoretical frame- 
work. The conclusion discusses organisational and 
motivational problems, social oppositions existing 
at the local and national political economy levels, 
and economies of scale problems. Putterman is in 
the Department of Economics, Brown University 

Index. 

Rommtson, A. F. The dy n am i cs of p ro ductive rela- 
tionship* Africa* than contracts in comp ar ati v e 
perspect iv e. Cambridge; New York and Mel- 
bourne: Cambridge University Press, 1987. Pp. 
da. 321. 144.50. ISBN 0-521-32834-9 

/EL 87-0903 


. Focuses on share contracting in which two or 
more parties agree to combine their privately held 
resources in a productive enterprise and share the 
output in prearranged proportions. Argues that 
given the inherent instability of the family as a 
productive. unit and many centuries of erratic eco- 
nomic growth worldwide, certain relations of pro- 
duction, including share contracting, have taken 
root because they are flexible and adaptable. Notes 
importance of sharecropping in agriculture because 
it extends the limits of production beyond the capa- 
bilities of a single family while spreading risks. 
Argues that empirical inquiry into this practice in 
Asia and Latin America reveals that sharecroping 
can accomodate innovation readily, produce high 
yields, and help redistribute productive resources 
and wealth. Examines four African cases — Ghana, 
the Sudan, Lesotha, and Senegombia — to explain 
bow these arrangements have mediated between 
the needs and capacities of (arming households, 
the demands of subsistence and profitable invest- 
ment, and the leveling processes of resource redis- 
tribution, and the resolution of rural society into 
discrete classes. Contrasts African e x perience with 
other areas. Robertson is at the University of Cali- 
fornia, Santa Barbara. General and regional bibli- 
ography: Index. 

Sakma. J. S. Cereal feed rue in the third world; Past 
trends and projection* to 2000. Research Report 
series, no. 57. Washington, D.C.: International 
Food Policy Research Institute. 1986. Pp. 68. Pa- 
per. ISBN 0-89629-058-1. JEL 87-0904 

Analyzes past trends in the use of cereal feeds 
in 104 developing countries and relates these to 
past trends in the output of livestock products. 
Discusses the cereal feed situation in 1980 and 
trends in cereal feed use. Examines the growth 
in cerreal feed use in Taiwan and the Republic of 
Korea, and the dynamics of demand for food and 
feedgrains in selected developing countries. Pro- 
vides a projection of cereal feed use to the years 
1990 and 2000 using five alternative approaches. 
Concludes that with the continuation of past trends 
in production and per capital income, developing 
countries (eschiding China) would have an overall 
net food deficit of 76 million tons of basic food 
staples, including cereals and other major food 
crops, by the end of the century. Sarma is a re- 
search fellow at die International Food Policy Re- 
search Institute. Bibliography; no index. 

Scott, Ghegoky J. Marketing Bhutan’* potatoes: 
Present patterns and future prospects, A potato 
marketing! demand ease study. Lima: I nte r natio nal 
Potato Center (CIP), 1983. Pp. Vi, 80 *2.00. pa- 
per. /EL 87-0996 
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Marketing survey of Bhutanese potatoes con- 
ducted in India, Bangladesh, and Bhutan in Octo- 
ber and November 1982. Describes the role of 
potatoes in the economic development of Bhutan; 
focuses on potato production and consumption, 
prevailing marketing patterns, and government in- 
stitutions and marketing policies. Presents an anal- 
ysis of existing foreign and domestic marketing pat- 
terns and assesses constraints and prospects for 
table and seed potatoes produced by Bhutan. A 
general conclusion is that greater potato production 
and marketing can help Bhutan meet its develop- 
ment goals of achieving food self-sufficiency and 
raising formers' incomes. Contains recommenda- 
tions pertaining to; market promotion, information, 
and research; market infrastructure, administra- 
tion, and personnel; and marketing policy and food 
self-sufficiency. Scott is a potato marketing special- 
ist, International Potato Center, Lima. No index. 

United Nations Economic Commission for Eu- 
rope, FAO/ECE Agriculture and Timber Divi- 
sion. Agricultural review for Europe series, no. 
38, 1984 and 1985. Volume 1. General review. 
U.N. Sales Publication No. E.86.1I.E.14. New 
York: United Nations. 1986. Pp. Hi. 81. $9.50, pa- 
per. ISBN 92-1-116361-7. JEL 87-0906 

Presents 1985 available data or provisional esti- 
mates of agricultural developments and indices for 
changes between 1984 and 1985 for individual 
countries, the EEC, and CMEA. Contains a sum- 
mary review, twenty-one summary tables for sev- 
eral countries in Western Europe and Eastern Eu- 
rope as well as Canada and die United States, and 
an overview of agricultural policy developments 
in the ECE region. Provides information about 
agricultural holdings and active agricultural popu- 
lation, value and volume of production, area under 
grains, grain yields, total grain production, and 
potato, sugar beet, vegetable and fruit, wine and 
oilseed, fiber crop, feed, livestock, meat, milk and 
dairy products, and eggs and wool production as 
well as agricultural prices and net product and agri- 
cultural trade. The policy overview considers pol- 
icy aims and objective*, medium- and long-term 
plans, orientation of production, price policy, agri- 
cultural inputs, energy, income support, promo- 
tion of investments, land and other structural poli- 
cies, orpntaaHow of producer* and production, 
marketing nod market organization, education, 
training, research, and social, en viro n m e n tal, and 
trade policies. Also available in French, Russian, 
and Spanish. No index. 

Zamosc, Lion. The ag r ar i an question and the peas- 
ant moveme nt in Colomb ia. Struggles of the Na- 
t i on a l Peasant A s s o ciation, 1987-1981. C am brid g e 
i M*tn America n Studies series, no. 58. Cambridge; 


New York and Melbourne: Cambridge University 
Press; Geneva; United Nations Research Institute 
for Social Development, 1966. Pp. xx, 289. ISBN 
0-521-32010-0. JEL 87-0907 

Analysis of the Columbian peasant movement 
during the 1970s. Details the historical antecedents 
of the agrarian question and traces the structural 
contradictions that emerged after the civil war. Ex- 
plores the political environment for the emergence 
of a peasant movement in the 1960s and the events 
leading to the creation of the Asodacfon Nacional 
de Usuarios Campetinos (ANUC). Discusses the 
development of the peasant movement, the role 
of ANUC during the land invasions in 1971, the 
subsequent evolution of the movement, and the 
role of repression and state policy as well as the 
politicization of the struggle. Examines the changes 
in the peasant's strategy as a result of broad socio- 
economic changes and the factors leading to the 
decline and final crisis in the peasant movement. 
Assesses the outcome of this crisis in the early 
1980s and the overall effect of the movement. Za- 
mosc is with the Department of Sociology at the 
University of California, San Diego. Bibliography; 
index. 

ZlN, Kyaw. Burma and the CGIAR centers: A study 
of their collaboration in agricultural research. 
Consultative Group on International Agricultural 
Research (CC1AR) Study Paper, no. 19. Washing- 
ton, D.C.: World Bank, 1986. Pp. xiv, 105. >5.00, 
paper. ISBN 0-8213-0861-0. JEL 87-0908 
Studies the collaboration between International 
Agricultural Research Centers (IARCs) and the ag- 
ricultural research system in Burma. Main objec- 
tives are to review the collaboration between the 
Consultative Croup on International Agricultural 
Research (CGIAR) and die IARCs; to assess how 
international inputs have contributed to national 
research capacity; to evaluate the relevance of 
training programs; to summarize the impact on 
food production; and to describe how technological 
changes have been transmitted to farmers. De- 
scribes the country, its geography, political envi- 
ronment, and population, and reviews the agricul- 
tural sector, focusing on the infrastructure, 
performance, and pricing. Discusses the research 
system and its impact on a variety of crops. Zin 
is former Vice Chancellor of the Institute of Agri- 
culture at Yezin, Burma. No index. 

See also: Book Numbers JEL 87-0903 , 87-0904, 87- 
0933, 87-0931, 87-0932 

7M Natural Ruovscu 

[Adklman, M. A.) Energy: Markets and regulation. 
Essays in honor of M. A. Adsbnan Edited by 
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Richard L. Cordon, Henry D. Jacoby, and Mar- 
tin B. Zimmerman. Cambridge, Mass, and Lon- 
don : MIT Press, 1987. Pp. ml, 384. $37.50. ISBN 
0-262-07103-7. JEL 87-0909 

Thirteen papers written by former students and 
current colleagues in honor of Morris A. Adelman 
for his contributions to the understanding of indus- 
trial organization and antitrust policy, the econom- 
ics of natural resource discovery, and the world 
petroleum market. Papers focus on energy regula- 
tion, world energy markets, oil and gas supply, 
and energy demand. Topics include: adapting to 
change in natural gas markets in the United States, 
U.S. oil policies and Canadian oil pricing, cool pol- 
icy in major producing countries, the evolution of 
civilian nuclear power in the U.S., the record of 
the Environmental Protection Agency in control- 
ling industrial air pollution, public policy and the 
private automobile, the evolution of oil as a com- 
modity, cartel theory and experience in interna- 
tional minerals markets, tax developments in the 
world oil market, oil tanker markets, oil and gas 
resource and supply assessment, cost and output 
analysis in mineral and petroleum production, and 
a survey of research about relationships between 
energy price shocks and productivity growth. The 
contributors besides the editors, are mainly econo- 
mists and management specialists. Cordon is Pro- 
fessor of Mineral Economics, Pennsylvania State 
University. Jacoby is Professor of Management, 
Massachusetts Institute of Technology. Zimmer- 
man is Associate Professor of Economics, Univer- 
sity of Michigan. Index. 

Bhown, Lester R.. et al State of the world 1 987. 
A Worldioatch Institute report on progress toward 
a sustainable society. Edited by Linda Starke. 
State of the World series. New York and London; 
Norton, 1987. Pp. xvii. 268. 118.95, doth; $19.95, 
paper ISBN 0-393-30389-6, pbk. 

JEL 87-0910 

Eleven articles highlight the risks that confront 
societies and indicate avenues for preemptive poli- 
cies and actions. Topics include thresholds of eco- 
logical change, divergences in population growth, 
the future of urbanization, reassessing nuclear 
power particularly after Chernobyl, electrifying the 
third world, the potential of recycling, sustaining 
world agriculture, raising agricultural productivity, 
stabilizing chemical cydes, and designing and 
charting a sustainable economic course. Problems 
examined indude pollution and gas em issio ns , ab- 
sorption of waste, and the elect of privatisation 
on the efficiency of resource use. Authors are staff 
members of the Worldwatch Institute. Index. 

3oucn,FayG. Trsatias on trial; The continuing con- 
troversy oner Northwest India* fishing rights. 


With contributions by Joan La France and Vivian 
L. Bowden. Introduction by Andy Fernando. Se- 
attle and London: University of Washington Press 
for the American Friends Service Committee, Se- 
attle, 1986. Pp. xxvi, 229. $20.00, doth; $9.95, 
paper. ISBN 0-295-96268-2, pbk. 

JEL 87-0911 

Describes the circumstances leading to the Bold! 
Decision resulting from the United States versus 
Washington, a 1974 legal case, which recognized 
tribal rights to half the harvest able salmon destined 
for traditional fishing placet in Washington state 
waters and assesses its consequences and signifi- 
cance. Considers the evolution of events leading 
up to Judge Boldt's ruling, the 1979 U.S. Supreme' 
Court affirmation of the decision, problems with 
implementing the ruling, the negotiations involved 
in resolving the more recent Indian fishing contro- 
versy on the Columbia River, environmental 
threats to the salmon resource, and how the tribes 
and fish are fining today given the narrow passage 
of Initiative 456 that would declare treaty rights 
unconstitutional. Cohen is Associate Professor. In- 
stitute for Resource and Environmental Studies. 
Dal boo sic University, Halifax, Nova Scotia In- 
dex. 

Crouch, C. J. The development of the Australian 
tuna industry. Research Monograph series, no. 24. 
Sydney: University of Sydney. Transnational Cor- 
porations Research Project. 1987. Pp. 97. Paper. 
ISBN 0-908470-73-8. JEL 87-0912 

Part of the Pacific Islands Development Program 
project entitled Multinational Corporations in the 
Pacific Tuna industry, supported by the East-West 
Center in Honolulu and the United Nations Devel- 
opment Programme. Divided into three parts: the 
development of the industry and the evolution of 
government policies; corporate involvement in the 
fishing and processing sections; and the retail mar- 
ket for tuna in Australia. Finds that increased in- 
volvement of the federal government in fisheries 
management has resulted in many arrangements 
incorporating a high degree of national and interna- 
tional cooperation with the intent of stabilizing the 
industry and preserving the resource. P re se nts a 
detailed accounting of the industry, beginning in 
1836 and 1988 with the establishment of small can- 
neries. Reviews government policies such as the 
use and end of limited entry, quotas, and negotia- 
tions with the United States and Japan. Crougb 
is Research Fellow in the Transnational Corpora- 
tions Research Project. No index. 

FuEdcrick. Kenneth D., ed. Scarce water and imea- 
tutional change. With the astisri n ce of Diana C. 
Gibbons. Washington. D.C.; Resources for the Fa- 
hire; distributed by Johns Hopkins University 
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Pres*, 1986. Pp. icti, 207. ISBN 0-915707-21-7. 

JEL 87-0913 

Examines alternative ways for meeting long-term 
water needs in the United States. Contains water 
management case studies that focus on areas expe- 
riencing problems with projected water needs or 
with allocating scarce supplies among competing 
uses (Pacific Northwest; Kern County, California; 
the coastal area of southern California, and south- 
eastern Virginia) and on an innovative institutional 
arrangement (the Colorado-Big Thompson Proj- 
ect). Case studies consider: the role of institutional 
factors, especially water laws and administrative 
arrangements, in creating and solving a region's 
water problems; the factors that promote or inhibit 
flexibility for responding to changing water supply 
and demand; the potential role of markets and 
prices for allocating scarce water supplies and cre- 
ating incentives to conserve water; and institutions 
and conditions that encourage water marketing. 
The overview chapter by the editor highlights prin- 
cipal factors that influence how a nation uaes and 
abuses its waters, important issues in need of reso- 
lution, and the role of water markets; also contains 
comments on the lessons to be learned from the 
case studies. The contributors are mainly econo- 
mists and environmental resources specialists. 
Frederick is Senior Fellow and Director of the 
Renewable Resources Division, Resources for die 
Future Inc., Washington, D.C. Gibbons is a con- 
sultant to die World Resources Institute on the 
Arid Lands Project. Index. 

Gibbons, Diana C. The economic oelue of water. 
Washington, D.C.: Resources for die Future; dis- 
tributed by Johns Hopkins University Press, 1986. 
Pp. xU, 101. Piper. ISBN 0-915707-23-3. 

JEL 87-0914 

Provides a framework for understanding water 
values and summarizes empirical evidence of the 
value of water according to different uses. Exam- 
ines the demand for and value of water use in 
the United States in seven different sectors, i.e., 
municipalities, irrigation, industry, waste assimila- 
tion, recreation and aesthetics, navigation, and hy- 
dropower. Explores the conceptual basis for water 
values in each sector as well as the methods of 
estimating those values, Abo pr esen ts values calcu- 
lated for the present study. Each sector analysis 
chapter concludes with comments and caveats 
about the es ti m a te s and a discussion of policy Is- 
sues. The epilogue comments on the lack of legal 
and inst i tuti onal mechanis ms for facilitating trans- 
fers between uses that perpetuate economic ineffi- 
ciencies. Gibbons is a consultant to die World Re- 
sources Institute on the Arid Lands Project No 

inctax* 


Klapp, Merjuk Gilbert. The socareign entrepren- 
eur: Oil policies ht advanced and less developed 
capitalist countries. Cornel] Studies in Political 
Economy series. Ithaca and London; Cornell Univ- 
ersity Press, 1987. Pp. 244. $27.50. ISBN 0-8014- 
1997-2. JEL 87-0915 

Provides a comparative national perspective on 
oil politics, particularly from 1960 to 1985. Com- 
plements product cycle and international bargain- 
ing theory, which focuses mainly on international 
relations among multinational corporations, banks, 
and governments. Examines the role of the state 
mainly at the national level, focusing on the strug- 
gles of international actors in domestic business, 
labor, political parties, and special interest groups. 
Draws from bureaucratic theory on the politics of 
management, budget, and allocation of property 
rights within the state. Emphasizes the capacity 
of the state to pursue policy objectives through 
state enterprises, as an answer to why governments 
in seventy-four countries have become entrepren- 
eurs in the oil industry. Evidence is drawn primar- 
ily from case studies of Norway, Britain, Indonesia, 
and Malaysia, in which representatives of govern- 
ment, international organizations, industry associa- 
tions, corporations, and trade unions were in- 
terviewed. Concludes with a discussion of 
perspectives on the role of the state. Klapp is Assis- 
tant Professor of Urban Studies and Planning at 
the Massachusetts Institute of Technology. Index. 

McColl, G. D. Energy and economic development: 
The world and South East Asia. Center for Applied 
Economic Research, CAER Paper series, no. 23. 
Kensington, Australia: University of New South 
Wales, 1986. Pp. 83. Paper. ISBN 0-8 5823-584- 
6. JEL 87-0916 

Reviews world energy trends and projections re- 
lated to the demand for and supply of major forms 
of energy since the 1973 increase of crude oil prices 
by OPEC. Highlights trends in energy consump- 
tion, l.e., oil's declining lhare relative to coal, natu- 
ral gas, and uranium; changes in international trade 
between producers and consumers; and changes 
in reserve/production ratios. Examines energy de- 
velopments, projections, and forecasting assump- 
tions of energy demand for the OECD countries 
and for the less developed countries of Southeast 
Asia (Brunei, China, Indonesia, Korea, Malaysia, 
the Philippines, Singapore, Taiwan, and Thailand). 
Overviews prospects for world energy consump- 
tion, production, and trade until the year 2000. 
Concludes with a review of die major uncertainties 
associated with projections of future demand and 
supply. The Southeast Asia section relies on papers 
presented at the World Energy Conference's 
Southeast Ada and Pacific Regional Symposium, 
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1966, McColl it Research Associate, Center for 
Applied Economic Research, University of New 
South Wales. No index. 

Russell, Clifford S.; Haiuuncton, Winston and 
Vaughan, William J. Enforcing pollution control 
law*. Washington, D.C.: Resources for the Future, 
1966. Pp. xiii, 231. ISBN 0-915707-25-X. 

J EL 87-0917 

Describes the current state of air and water pol- 
lution monitoring and enforcement activity. Ad- 
dresses two major questions; what type and how 
much monitoring is being done? and what enforce- 
ment policies are being pursued? Discusses the 
legal and technological aspects of monitoring and 
enforcement, addressing questions such as how the 
law has dealt with statistical errors, how entry may 
be gained to a polluter’s premises, how off-prem- 
ises monitoring equipment is used, and the costs 
of monitoring. Examines the economics of monitor- 
ing and enforcement. Discusses statistical prob- 
lems as associated with quality control and willful 
noncompliance. A major conclusion is that the em- 
phasis in law and regulation on achieving the instal- 
lation of treatment technologies (initial compliance) 
has been overdone and that measures of actual 
performance are needed. Russell is Director of the 
Vanderbilt University Institute for Public Policy 
Studies. Harrington is a Fellow at Resources for 
the Future. Vaughan is an economist with the In- 
ter-American Development Bank. Index. 

United Nations Department of International 
Economic and Social Affairs. Methodologies for 
assessing the impact of deep tea-bed mineral* on 
the world economy. U.N. Publication Sales No. 
E.86.I1.A.13. New York: United Nations, 1986. 
Pp. ix. 153. 116.50, paper. JEL 87-0918 

Considers economic and technical issues related 
to the development of marine mineral resources 
in connection with the role of nonrenewabie re- 
sources and their impact on the economies of de- 
veloping countries as well as on the world econ- 
omy. Centers on materials and papers submitted 
to, and resulting Grom, an Expert Croup Meeting 
on the Impact of Sea-Bed Minerals on the World 
Economy convened at the U.N. Headquarters in 
New York in January 1983. Part 1 contains an analy- 
sis of the impact of sea-bed minerals on the world 
economy; part 2 is the Expert Croup report and 
recommendations. Some specific topics are: the 
role of the metals contained in sea-bed minerals 
within the world economy; potential impact of 
pride and production coats, location of mining, dis- 
tribution of costs and benefits, and trade patterns 
of lea-bed minerals on the world economy, and 
issues and per spect iv es related to the development 


of a quantitative framework for analyzing their po- 
tential impact. Also available in French, Russian, 
and Spanish. Bibliography; no index. 

United Nations DepartmentofTeciinical Co-op- 
eration for Development, Food and Agricul- 
ture Organization. Water resource* legislation 
and administration in selected Caribbean coun- 
tries Natural Resouroes/Water Series, no. 16. 
U.N. Publication Sales No. E.86.U.H.2. New 
York: United Nations, 1986. Pp. iv, 171. $16.50, 
paper. ISBN 92-1-123105-1. JEL 87-0919 

Examines the legal and institutional issues in- 
volved in the development, conservation, and use. 
of water resources in smaller English-speaking Car- 
ibbean islands of Antigua and Barbuda, the Cay- 
man Islands, Montserrat, St. Kitts and Nevis, and 
St. Vincent and the Grenadines, as well as die 
larger islands of Jamaica, the Dominican Republic, 
and Haiti. Considers: background and setting: cur- 
rent legislation pertaining to water resources: own- 
ership and control status of water; priorities; right 
to use water; beneficial uses of the water supply; 
harmful effects of water; waste, pollution, and mos- 
quito control; legislation on groundwater re- 
sources; control and protection of waterworks and 
structures, protected areas; government water re- 
sources administration: autonomous and semi-au- 
tonomous water development agencies: financial 
aspects; and enforcement and implementation 
Also available in French. Russian, and Spanish. 
No index. 

United Nations Office of the Special Represen- 
tative of tiie Secretary -General for the Law 
of the Sea. The low of the sea: National legislation 
on the exclusive economic zone, the economic zone 
and the exclusive fishery zone. U.N. Publication 
Sales No. E.85.V.10. New York: United Nations, 
1986. Pp xv, 337. $35.00. paper. ISBN 92-1- 
133272-9. JEL 87-0920 

Presents relevant provisions of the U.N. Con- 
vention on the Law of the Sea on the exclusive 
economic zone (articles 55-75) adopted in 1982, 
and compiles the existing national legislation of 
seventy-eight countries pertaining to the exclusive 
economic zone, the economic zone, and the exclu- 
sive fishery rone, including declarations thereon. 
The introduction discusses the meaning and inten- 
tion of the exclusive economic aone and settlement 
of disputes. Also available in French. Russian, and 
Spanish. No index. 

Vietur, Richard H. K. Energy policy in America 
since IMS: A Unriy of f|j|s 

horns. Studies in Economic History and Pohcy, the 
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United States in the Twentieth Century series. 
Cambridge; New York and Melbourne: Cambridge 
University Press, 1964. Pp. xvii, 363. $12.95. ISBN 
9-521-33572-8. JEL 87-0921 

Presents the history of fossil-fuel energy policy 
in the United States since World War II and pro- 
vides a useful framework for understanding how 
business and government interact. Points out that 
government intervention has been the norm in the 
energy industries, affecting production, importa- 
tion, and consumption, thereby fostering the en- 
ergy conditions that prevail currently. Integrates 
the economics and public policy of the coal, petro- 
leum, and natural gas industries along with devel- 
opments in synthetic fuels. Presents analysis in 
three periods corresponding to conditions of en- 
ergy supply and price that affected issues of public 
policy: 1945-58, during which the U.S. shifted 
from primary dependence on solid fuels to fluid 
fuels; 1959-68, a decade of relative stability m price 
and market share for the three fuels; and 1969- 
80, which witnessed the depletion of domestic re- 
serves of petroleum and natural gas. Concludes 
that the government’s domestic policies for fossil 
fuels generally foiled resulting in reduced eco- 
nomic efficiency, temporary and misleading stabili- 
zation of markets, and little or no benefit to national 
security. Vietor is a Professor in the School of Busi- 
ness Administration at Harvard University. In- 
dex. 

Weyman-Jones, Thomas G. Energy in Europe : Is- 
sues and policies. The Methuen EEC Series. Lon- 
don and New York: Methuen. 1986. Pp. xii, 176. 
$55.00. ISBN 0-416-36590-6. JEL 87-0922 
Presents a framework for the economic analysis 
of energy issues and policies from a European per- 
spective, especially the European Economic Com- 
munity (EEC), based on the assumption of una- 
voidable dependence on imported oil by the EEC. 
Presents a detailed review of the oil shocks, 1973- 
74, with rising real oil prices; 1979-80, with contin- 
ued increases associated with the Iranian revolu- 
tion; and 1962-86, with erosion in real oil prices. 
Discusses the consequent oil price movements and 
their effects on European economies, emphasizing 
die importance of differences between long- and 
short-run effects. Assesses the role of conservation 
and pricing policies. Examines the position of Eu- 
rope as both a supplier and consumer in the world 
oil market. Discusses the economic, political, and 
social impact of investment in nudear power, oil 
and gas discoveries (particularly North Sea), Soviet 
gas imports, and coal. Concludes with a projection 
of die evolving balance by the year 2000, noting 
that many issues in energy policy remain unre- 
solved. Weyman-Jenes is a Lecturer in Economics 


at Loughborough University of Technology. In- 
dex. 

See also: Book Numbers JEL 87-0814, 87-0824 

730 Economic Geography 

Davies, H. R. J., ed. Natural resources and rural 
development in arid lands: Case studies from Su- 
dan, Tokyo: United Nations University, 1985. Pp. 
x, 84. $10.00, paper. ISBN 92-808-0504-5. 

JEL 87-0923 

Four case studies examine the results of the effort 
for agricultural development in Sudan. Each study 
considers a current problem in the use of natural 
resources in the semi-arid lands and examines the 
participants reactions to particular changes or as- 
pects of the environment. Topics are: the produc- 
tion of dura (sorghum vulgare) in Sudan and the 
parasite huda (Striga hermonthica); the impact of 
improved rural water supplies in the East Kordofan 
district; wood resources and their use in the Nuba 
Mountains; and planners’ and participants’ percep- 
tions of development in the semi-arid lands of Su- 
dan with special reference to the Khashm el Girha 
Scheme. The conclusion by the editor summarizes 
the main factors found to inhibit rural change in 
the arid lands. The editor is Senior Lecturer, De- 
portment of (feography, University of Swansea, 
Wales. Glossary; no index. 

See also. Book Numbers JEL 87-0711, 87-0760 

800 Manpower; Labor; Population 

810 Manpower Training and Allocation; 

Labor Force and Supply 

Cou-ard, Betsy A. The high-tech career hook: Find- 
ing your place in today's job market. Los Altos, 
Calif. : Kaufmann, 1986. Pp. xiii, 273. Paper. ISBN 
0-86576-095-9. JEL 87-0924 

A guide to jobs and career opportunities in high- 
technology companies in the Silicon Valley, Cali- 
fornia. Aimed primarily at people without technical 
backgrounds, it provides information to aid them 
in transferring their skills and planning careers in 
high technology. Part 1 covers the organization of 
high-tech companies. Part 2 is devoted to careen 
in functional areas and includes discussion of ca- 
reers in engineering, marketing, sales and service, 
operations, materials, finance, management infor- 
mation systems, human resources, and general ad- 
ministration. Part 3 discusses career* in writing, 
training, graphics and public relations. Part 4 out- 
lines sources for obtaining job and company infor- 
mation and methods of getting started and moving 
industries. Cofiard is the Dimeter of Employment 
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Service* at the Resource Center for Women in 
Palo Alto, California. Glossary; index, 

Dcx, Shirley. Women’s occupational mobility: A life- 
time perspective. New York: St. Martin's Press, 
1987. Pp. *i, 157. $27.50. ISBN 0-312-88789-2. 

JEL 87-0925 

Presents the results of an analysis of information 
from the Women and Employment Survey con- 
ducted in 1980. The Survey was the first systematic 
large-scale recording of female employment history 
over a lifetime span, containing employment histo- 
ries of 5,320 women between ages 16 and 59. Indi- 
cates the importance of information about female 
employment to help resolve policy issues about 
equal opportunities for women and academic de- 
bates about the nature of women’s careers and 
women’s positions within the structures, relations, 
and processes of employment. Documents female 
employment by occupation, industry, labor mar- 
ket, and class. Examines the patterns of female 
employment over time and discusses female life- 
time occupational mobility. Provides industrial 
profiles and investigates industrial mobility among 
females. Concludes with a discussion of the struc- 
ture of women’s careers. Dex is Lecturer in Eco- 
nomics at the University of Keefe. Bibliography; 
index. 

Maluku, A. T. and Rosser. M. J. Women and the 
economy. A comparative study of Britain and the 
USA. Foreword by Baroness Sekah. New York: 
St. Martin's Press. 1987. Pp. xiii. 221. $29.95. 
ISBN 0-312-88732-9. JEL 87-0926 

Summarizes statistical evidence and economic- 
explanations of the changes in the women's labor 
force participation in Britain and the United States 
since 1900; emphasis is on the most recent re- 
search. Overviews long-term trends since 1900, 
i.e., changes in the industrial and occupational dis- 
tribution of the female labor force and in the rela- 
tionships between the growth of the female labor 
force, population increases, and other demographic- 
changes. Examine* factors that affect the demand 
and supply of female labor as well as equal opportu- 
nity and pay, part-time employment, unemploy- 
ment, and the effects of new technology. Presents 
international comparisons of changes in the female 
labor force in free market industrialized economies 
and the Soviet Union. The final chapter surveys 
findings arrived at using the Marxian model of eco- 
nomic analysis. The authors are Senior Lecturers 
in Economics, Coventry (Lanchester) Polytechnic. 
Selected bibliography; author and subject indexes. 

See also; Book Numbers JEL 87-0728, 87-0628. 87- 
0606, 87-0634, 87-0648 


820 Lanot M assets; Public Policy 

Adam, Jan, ed. Employment policies in the Soviet 
Union and Eastern Europe. Second revised edi- 
tion. New York: St. Martin's Press, [1982] 1987. 
Pp xviii, 224. $30 00. ISBN 0-312-24463-0. 

JEL 87-0927 

A second edition, revised and updated, contains 
nine essays. Revisions reflect changes that havr 
occurred in the five countries under review — the 
Soviet Union, Poland, East Germany, Czechoslo- 
vakia, and Hungary. [For annotation of the first 
edition, see JEL no. 83-0846.] The article on Po- 
land contains the greatest amount of revision be- 
cause of its experience with political and economic 
crises since the first edition. Two articles are new: 
one dealing with the role of pensioners coping with 
labor shortages in the U.S.S.R.. especially since 
the number of pensioners is increasing, and the 
other a historical analysis of employment policies 
in Hungary. The contributors are mainly econo- 
mists. Adam is Professor of Economics at the Uni- 
versity of Calgary. Index. 

Cinzrekc, Eu. Understanding human resources: 
Perspectives, people, and policy. Lanham. Md. and 
London: University Press of America. Abt Boohs. 
1985- Pp. xvji. 744. $34.25. ISBN 0-8191-^869- 
5. JEL 87-0928 

Brings together representative piece* of research 
by the author, spanning half a century, focusing 
on the role of human resources. Divided into ten 
part* providing selections from most of the areas 
of human resources and manpower in which Cinz- 
berg has been engaged. Topics include: economic 
doctrine and reality: career choice and perfor- 
mance potential: the unsuccessful, such as the un- 
employed; women, including women in the woik 
force and reentry; older persons, reviewing early 
retirement and the social security system, blacks, 
noting their potential and career choices; technol- 
ogy and the changing economy, human resource 
management in large organizations; metropolitan- 
ism; focus on New York, and programs and policy 
including areas such as social programs, federal 
training, manpower, and the disadvantaged. Cfnz- 
berg is at Columbia University. Bibliography: in- 
dex. 

Hunt, H. Allan and Hunt, Timothy L. Clerical 
employment end technological change Kabmaaoo. 
Mich.; Upjohn Institute for Employment Re- 
march, 1986. Pp. x. 296. $23.95. doth. $15.95, 
paper. ISBN 0-88096-042-2. JEL 87-0696 
Addresses concern* about clerical employment 
trends associated with office automation, particu- 
larly retried to the displacing c u pa hflttic * of the 
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new technology and the elimination of many tradi- 
tionally female jobs. Raises questions about the 
decline, whether it has been associated with office 
automation or whether it was a coincidental hap- 
pening along with other declining trends in the 
economy. Reviews clerical employment trends 
over the past thirty years, using indirect evidence 
on the impact of technology because direct data 
on capital inputs are not available. Specifically ex- 
amines trends form 1950 to 1980 and from 1972 
to 1982. assessing the impact of the first computer 
revolution of the 1960s and 1970s. Investigates the 
broad economic determinants of clerical employ- 
ment, emphasizing structural changes. Concludes 
that the data are insufficient to make a final assess- 
ment of the impact of office automation on clerical 
jobs, especially since other influences with a simul- 
taneous effect took place. The authors are on the 
staff of the W. E. Upjohn Institute for Employment 
Research. No index. 

Kniciit, K. C. Unemployment: An economic analysis. 
Totowa, N.J.: Barnes and Noble, 1987. Pp. 411. 
$32.50. ISBN 0-389-20661-X. JEL 87-0930 
Reviews theoretical developments and presents 
empirical evidence pertaining to the economics of 
unemployment with particular reference to the 
British experience. Concentrates on labor market 
disequilibrium as a stock of unemployment differ- 
ent from the natural rate. Analyzes the aggregate 
stock of unemployment and the problems associ- 
ated with its measurement as well as its degree 
of concentration and the turnover within it. Con- 
siders various approaches that have been used to 
explain duration and the rate of inflow to unem- 
ployment. Examines the role of job search and 
discusses alternative macroeconomic approaches to 
the stock of unemployment, i.e. , die classical and 
the nonmarket clearing (Keynesian and recent di- 
sequilibrium analysis). Presents the empirical evi- 
dence that has been used to s u pport alternative 
ways of examining unemployment in excess of the 
natural rate. Considers the supply and demand 
sides of the natural rate oCunemployment . Con- 
dudes with an examination of current and alterna- 
tive economic policies and future prospect s , which 
emphasizes the importance of designing a coordi- 
nated and complementary mix of policy instru- 
ments because there are multipie causes of unem- 
ployment. Knight is Lecturer, Department of 
Economics, University of Warwick. Bibliography; 
Index. 

Shand, R. T., ed. Off-farm employment in t ha devel- 
opment of rural Asia: Papers presented at a confer- 
ence held m Chiang Mai, Thailand. 23 to 86 August 
1963. Volume 1. Canberra; Australian National 


University, National Centre for Development 
Studies, 1966. Pp. xii, 367. Paper. ISBN 0-86784- 
713-1. JEL 87-0931 

Thirteen papers consider the extent and implica- 
tions of off-ferm employment for the economic de- 
velopment of South, Southeast, and East Asia. Pa- 
pers examine the relationship between off-farm 
employment and rural incomes, the rural-urban 
interface, the distribution of form household in- 
comes and productivity, and the current status and 
future prospects of off-form employment in South 
Korea, Thailand, Indonesia, and rural Asia bs well 
as policy guidelines and the potential for increasing 
employment and incomes. The contributors are 
economists. Shand is a member of the Department 
of Economics at the Research School of Pacific 
Studies at the Australian National University, Can- 
berra. No index. 

Shand, R. T. , ed. Off-farm employment in the devel- 
opment of rural Asia : Papers presented at a confer- 
ence held in Chiang Mai, Thailand, 23 to 26 August 
1983. Volume 2. Canberra: Australian National 
University, National Centre for Development 
Studies, 1986. Pp. vi. 249. Paper. ISBN 0-86784- 
729-8. JEL 87-0932 

Eleven papers mainly present case studies of 
successes and failures at generating off-form em- 
ployment in South, Southeast, and East Asia. Top- 
ics include: off-form employment in the Kemubu 
Project in Malaysia; evolution of sources of income 
in the Muda Irrigation Scheme; off-form employ- 
ment as an anti poverty strategy in Malaysia; com- 
position, growth, and seasonality of such employ- 
ment in the Philippines; impact of off-form 
employment on labor utilization and earnings 
structure; off-form employment in India, Bangla- 
desh, and Sri Lanka; and the off-farm economic 
structure of growing regions — a study of Punjab. 
The contributors are economists. Shand is a mem- 
ber of the Deportment of Economics at the Austra- 
lian National University, Canberra. No index. 

Twentieth Century Fund Task Force. The govern- 
ment’s managers: Report of the Twentieth Century 
Fund Task Force on the Senior E xecutive Service. 
Background paper by Mark W. Huddleston. 
New York; Priority Press, 1987. Pp. ix, 88. $10.00, 
paper. ISBN 0-87078-213-4. JEL 87-0933 

Examines the problems facing tbe civil service, 
including the difficulties of attracting and keeping 
competent administrators. Focuses on suggested 
reforms for strengthening and enhancing the Sen- 
ior Executive Service (SES). Back g ro u nd paper by 
Mark Huddleston presents a comprehensive re- 
view of the d e ve l opment of tbe U.S. civil service 
and the SES describing the nature of the servioe, 
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examples of type* of job* included, career and non- 
career relationihipa, the rewards, and its relation- 
ship to governmental performance. Indicates that 
the SES is in trouble, since many of its members 
have left federal employment because of low pay 
and inadequate promotion experience. Recom- 
mends that recruiting personnel should begin at 
the entry level of civil service jobs to allow for 
advancement into an elite SES. Endorses higher 
pay for these officials with managerial salaries sub- 
stantially above other civil servants. Includes dis- 
sents and supplementary statements. Huddleston 
is at the University of Delaware No index. 

fans, David A., ed. Public sector payroll*. National 
Bureau of Economic Research Project Report se- 
ries. Chicago and London: University of Chicago 
Press, 1967. Pp. ix. 327. $40.00. ISBN 0-226- 
90291-9. JEL 87- 0034 

Ten papers presented at a conference held in 
Williamsburg. Virginia, in November 1984. Topics 
include: military and civilian pay; the debt and 
structure of military pensions; military hiring and 
youth employment; military enlistments and the 
youth labor market; military service and civilian 
earnings of youth; wages in the federal and private 
sectors; the responsiveness of public sector wages 
and employment to economic conditions; the in- 
centive structures of local public pension plans; 
comparable worth in the public sector; and evi- 
dence from the National Longitudinal Study of the 
high school class of 1972 on academic ability, earn- 
ings, and the decision to become a teacher. Also 
contains an overview by the editor. The contribu- 
tors are economists. Wise is John F Stum bough 
Professor of Political Economy at the John F. Ken- 
nedy School of Government, Harvard University. 
Author and subject indexes. 

» also: Book Numbers JEL 87-0667, 87-0704, 87- 
0705, 87-0710. 87-0793, 87-0853, 87- 
0883, 87-0884, 87-0927, 87-0930 

830 Trade Unions; Collective Bargaining; 

Labor-Management Relations 
ikibadlan, Ashy and White, Michael, job evalua- 
tion and equal pay. Department of Employment 
Research Paper series, no. 58. London: Policy 
Studies Institute, Department of Employment, 
1986. Pp. 179. Paper. JEL 87-0935 

Report of a study on job evaluation in Great 
Britain sponsored by the Department of Employ- 
ment, London. Research included questionnaire 
interviews with managers responsible for evalua- 
tions as well as with employee repr es entatives, 
•ample data for male and female pay covered by 
the same job evaluation scheme, and miscellaneous 


documents on the subject in 109 establishments. 
Describes the Equal Pay Act of 970 and its Amend- 
ment in 1963. Discusses the background for job 
evaluation, job analysis, and administrative and op- 
erating arrangements. Finds that in general worker 
representatives approved of job evaluations and 
their implementation and administration and reaf- 
firmed management's assertions that the procedure 
was a highly participative proce ss . Ghobadian and 
White are staff members of the Department of Em- 
ployment. No index. 

Jeffehys, Steve. Management and managed: Fifty 
years of crisis at Chryder. Cambridge; New York 
and Melbourne: Cambridge University Press, 
1986. Pp. xiv, 290. $29.95. ISBN 0-521-30441-5. 

JEL 87-0936 

Focus is on workplace politics at Chrysler Corpo- 
ration and its flagship Dodge main plant. Argues 
that the balance of power between management 
and the managed has been in contention through- 
out the last fifty years, challenging the view that 
the American labor movement is characterized by 
passivity. Addresses three key industrial relations 
issues: how management exerts its control over 
the labor process; how changes in management 
control are legitimized in workers' beliefs; and how 
particular traditions of workplace behavior and or- 
ganization are created. Describes current theories 
of the development of the labor process and man- 
agement control, emphasizing the development of 
the Union of Automobile Workers (UAW). Begun 
the story of Chrysler by showing how weak man- 
agement and weak unionism produced a powerful 
shop Boor unionism. Traces the struggles over con- 
trol by management and the union and how new 
challenges — such as the black movement — affected 
this balance. Relates many of the problems of open 
conflict to management failure under conditions 
of market pressure rather than to militancy of the 
labor force. Concludes that the organizational and 
economic weaknesses of Chrysler management 
compared to CM and Ford, rather than any generic 
peculiarities of Chrysler workers, led to its long 
record of bitter labor relations conflict. Jefcrys is 
Senior Lecturer in the Economics and History De- 
partment at Manchester Polytechnic. Bibliogra- 
phy; index. 

Kumar, Pkadkef. The current industrial r el a tio n s 
scene in Canada. 1 986. With Mart Lou Coatses 
and David Arrowsmitii. Ki n gsto n. Ontario, 
Quetm's University, Industrial Relations Centra. 
1966. Pp. xi, 558. $100.00. ISBN 0-88886-140-0, 

JEL 87-0037 

Annual volume that brings tog ether t wide vari- 
ety of r eoeot referenc e material in in du s trial refe- 
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Hons and provides an analysis of emerging Issues. 
Divided into four parts: (1) a summary reviewing 
emerging industrial relations trends and patterns, 
covering topics such as the economic environment: 
the labor market environment; the public policy 
environment; the labor movement and trade un- 
ionism; the collective bargaining scene; and wages, 
productivity, and labor costs, including interna- 
tional comparisons; (2) reference tables that include 
technical notes and data sources supporting the 
topics treated in the summary; (3) a bibliography 
of information and data sources; and (4) abstracts 
from recent industrial relations literature. Kumar, 
Coates, and Arrowsmith are with the Industrial 
Relations Centre, Queen's University. Author in- 
dex. 

Kusack, James M. Union* for academic library sup- 
port staff: Impact on worker* and the workplace. 
New Directions in Information Management se- 
ries, no. 10. New York and London: Greenwood 
Press, 1986. Pp. xi, 108. $25.00. ISBN 0-313- 
24991-1. JEL 87-0938 

Study of academic library support staff unions. 
Reviews the history of collective bargaining by sup- 
port staff employees working in university libraries. 
Analyzes the effects of collective bargaining in dif- 
ferent occupations with special reference to clerical 
and white collar employees. Discusses the implica- 
tions of collective bargaining for compensation lev- 
els and potential shifts in productivity. Compares 
the compensation patterns, work policies, and 
other job-related characteristics of university li- 
braries with support staff unions with those of li- 
braries without such unions. Discovers no statisti- 
cally significant differences in characteristics of 
libraries with and without support staff unioniza- 
tion. Evaluates current literature and provides sug- 
gestions for future research. Kusack is Assistant 
Professor at die School of Library Science and In- 
structional Technology at Southern Connecticut 
State University. Selected bibliography; index. 

O’Reiuly, James T. Union*’ right* to company infor- 
mation. Revised edition. With the assistance of 
Jodi C. Aronson. Labor Relation* and Public Pol- 
icy aeries, no. 21. Philadelphia: University of Penn- 
sylvania, Wharton School, Industrial Research 
Unit, [1960] 1967. Pp. xiii, 312. Paper. ISBN 0- 
89546-080-2. JEL 87-0039 

Revised, updated, and expanded version of a 
study that assesses the current status and effect 
of conflicting laws and regulations covering the 
right of individuals and organizations to obtain pri- 
vate information versus the right to maintain the 
privacy of such information. [For previous annota- 
tion see JEL no. 8I~C 930.] Reviews the nature of 


disclosure. Discusses disclosure pursuant to the 
Taft-Hartiey Act, focusing on the duty to disclose 
in the collective bargaining process, presumptively 
relevant data, in varying situations, the demon- 
stration of relevance, financial disclosures and the 
employer’s duty to substantiate, effects of the col- 
lective bargaining agreement on the duty to dis- 
close, and employer defenses against the National 
Labor Relations Board. Examines the privacy issue 
including the employer-employee relationship and 
federal privacy legislation, and the privacy of em- 
ployment and medical records. Discusses the Free- 
dom of Information Act and the National Labor 
Relations Board as a source of safety and equality 
data. Concluding remarks examine the future pro- 
spects of information disputes and controversies. 
The author is a corporate attorney. Index of cases. 

Rowan, Richard L. and Barr. Robert E. Employee 
relations trend* and practices in the textile indus- 
try. Major Industrial Research Unit Studies series, 
no. 65. Philadelphia: University of Pennsylvania, 
Wharton School, Industrial Research Unit, 1987. 
Pp. xvii. 124. Paper. ISBN 0-89546-063-7. 

JEL 87-0940 

Fourth contribution in the Wharton Industrial 
Research Unit pertaining to labor and personnel 
practices and policies in various industries in which 
unions are either losing ground or have (ailed to 
become a serious factor. Surveys employment 
trends, policies, and problems of the textile indus- 
try during the period 1981-85 in North Carolina, 
South Carolina, and Georgia. Includes discussion 
of wages, benefits, work scheduling, grievance pro- 
cedures, and health and safety. Results are based 
primarily on data from surveys, questionnaires, 
and persona) interviews, with a follow up study. 
Concludes that the future will witness more merg- 
ers, an increase in capital investment, and a de- 
crease in numbers employed and efforts at unioni- 
zation likely will be frustrated. Rowan is Co- 
director of the Industrial Research Unit, University 
of Pennsylvania. Barr is with a high technology 
firm in Massachusetts. Index. 

See alto: Book Number* JEL 87-0703. 87-0710, 87- 
0722, 87-0733, 87-0852 

840 Demographic Economics 

Davis, Kings ley, ed. Contemporary marriage: Com- 
parative perspectiv e* on a changing institution. In 
association with Amyra Crossbard-Siieciitman. 
New York; Russell Sage Foundation, 1965. Pp. xiii, 
432. $29.95. ISBN 0-87154-221-8. 

JEL 87-0941 

Sixteen papers, many of which were first pre- 
sented at a conference at the Center for Advanced 
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Study in the Behavioral Sciences at Stanford, Cali- 
fornia, in' August 1962, examine the meaning and 
significance of marriage in contemporary society. 
Eleven papers document trends with respect to 
age at marriage, permanent celibacy, cohabitation, 
single parenthood, divorce, wives' employment, 
and fertility primarily in the United States but also 
in other countries (France, Israel, Japan, China, 
and Southern Africa) as well as in the Mormon 
society. Other papers analyze divorce law revolu- 
tion, new legal models of marriage and divorce, 
marriage squeezes and the marriage market, and 
emotional aspects of contemporary relations. Con- 
tributors are mainly sociologists and anthropolo- 
gists; two are economists. Davis is Distinguished 
Professor of Sociology at the University of Southern 
California. Grossbard-Shechtman is Associate Pro- 
fessor of Economics, San Diego State University. 
Index. 

Menken, Jane, ed. World population and U.S. pol- 
icy: The choices ahead. American Assembly, Co- 
lumbia University, series. New York and London: 
Norton; Markham, Ontario; Penguin Books Can- 
ada. 1986. Pp. viii, 255. 98.95, paper. ISBN 0- 
393-30399-3. JEL 87-0942 

Seven papers originally presented as background 
papers for the Seventy-first American Assembly 
in Harriman, New York, in April 1986, as well as 
the final report of the Assembly and an introduction 
by the editor that considers issues related to the 
change in U.S. population policy in 1984 and the 
current debate about the relationship of population 
growth to economic development. Papers examine: 
world population history, trends, and projections 
(Paul Demeny); whether the economic conse- 
quences of population growth provide a sound basis 
lor population policy (Samuel H Preston); popula- 
tion trends and economic development (Ansiey J. 
Coole); fertility change in the third world (John 
Bongaarts); family planning programs (George B. 
Simmons); immigration, immigration policy and 
demographic change in the United States (Michael 
S. Teitelbaum); and population policy choices avail- 
able to the U.S. concerning rapid population 
growth in the third world (David E. Bell) The 
American Assembly's final report lists recommen- 
dations for U.S. foreign policy concerning popula- 
tion. Menken is Professor of Sociology and Public 
Affairs and Assistant Director of the Office of 
Population Research, Princeton University. In- 
dex. 

Nruovk, Mamc; Razm, Assaf and Sadka, Efuaim. 
Ho u s e h o ld end e c on omy. Welfare economics of en- 
dogenous fertility. Economic Theory, Economet- 
rics, and Mathematical Economics series. Boston; 


London; Sydney and Toronto: Harcourt, Brace, 
Jovanovich, Academic Press, 1967. Pp. xiii, 155. 
*29.95. ISBN 0-12-515752-5. JEL 87-0943 
Examines the general equilibrium implications 
of endogenous fertility for issues of population pol- 
icy. Assumes that parents maximize their own util- 
ity functions in making decisions regarding the 
number of children and investments in them. Be- 
gins with a review of social welfare criteria for opti- 
mal population size and the static theory of optimal 
population size, optimal population growth with 
exogenous fertility, and the theory of endogenous 
fertility. Examines the basic principles of we l f a re 
economics and externalities; summarizes the tradi- 
tional theory of household behavior and its modifi- 
cations covering parental decisions regarding fertil- 
ity and investments in children. Discusses optimal 
population size according to various social welfare 
criteria, from the perspectives of average and total 
utility. Anaivzes potential and real market failures, 
with emphasis on the endogeneity of fertility, and 
examines alternative reasons for having children 
and the concept of children as a capita) good. De- 
scribes the implications of endogenous fertility for 
intrageneratiooal income distribution. Indicates fu- 
ture areas for research. Nerlove is a member of 
the Department of Economics at the University 
of Pennsylvania. Razin and Sadka are both mem- 
bers of the Deportment of Economics at Tei-Aviv 
University. Author and subject indexes. 

United Nations Department or International 
Economic and Social Affairs. World population 
prospects: Estimates and projections as a s s es s ed 
in 1984. Population Studies series, no. 98. U.N. 
Publication Sales No. E.86-XIII.3. New York; Au- 
thor. 1986. Pp. x. 330. $35.00. paper. ISBN 98- 
1-151159-3. JEL 87-0944 

Provides updated and comparable es t imat e s and 
projections of population and related major demo- 
graphic variables for countries as well as areas and 
regions of the world. Supersedes the 1962 assess- 
ment. Presents indicators relating to size, age and 
sex structure, population composition, growth, fer- 
tility, mortality , urbanisation, and international 
migration in intervals of five years for the period 
from 1950 to 2025. Introductory chapters discuss 
methods, data, assumptions, and major findings. 
The publication mainly consists of statistical tables. 
Magnetic tape and French, Russian, and Spanish 
editions available. No index. 

World Bank; Population, Health, and Nutrition 
Department; Policy and Research Division. 
Population growth end poficfaa in i nk S aha r an Af- 
rice. Washington. D.C.: Author, 1988- Pp. x, MU. 
Paper. ISBN 0-8213-0773-8. /EL 87-4MS 
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Focuses on the economic consequences of rapid 
population growth in Africa and on policies and 
programs to reduce population growth. Describes 
Africa's current demographic situation and pres- 
ents projections for demographic change up to the 
year 2050. Assesses the consequences of individual 
decisions by African parents to have many chil- 
dren. Discusses measures that strengthen the de- 
mand for smaller families and build a consensus 
about the legitimacy of family planning. Describes 
the current state of family planning programs in 
sub-Saharan African countries and considers steps 
to ensure rapid program expansion. Examines the 
question of what role the government should play 
in developing programs and extending services and 
sources of population assistance. Prepared by the 
staff of the Volicy and Research Division of the 
Population, Health, and Nutrition Department, 
World Bank. No index. 

See also: Book Numbers JEL 87-0688, 87-0712, 87- 
0760, 87-0765, 87-0926 

850 Human Capital; Value of Human Life 

Mikkelsen, Bhitha. Formation of an industrial lab- 
our force in Kenya. Experiences of labour training 
in the metal manufacturing industries. CDR Re- 
search Report series, no. 10. Copenhagen: Centre 
for Development Research, 1986. Pp. 137. DKr 
20.00, paper. ISBN 87-88467-32-5. 

JEL 87-0946 

Examines the development of Kenya’s labor 
force as a human resource in the 1970s through 
1981. Surveys the work and training conditions of 
manual workers in a sample of production and 
maintenance companies in the metal trades and 
worker experiences and company and government 
training policies and practices. Analyzes the struc- 
ture of training for the industrial labor market and 
uses company profiles to study work m ans hi p in 
the engineering trades. Miiddesen is a researcher 
with the Centre for Development Research, Co- 
penhagen. No index, 

900 Welfare Programs; Consumer 
Economics; Urban and Regional 
Economics 

•10 Welfare, Health, and Education 

Anderson, Dole A. Management education kt devel- 
oping countries: The BreMban e x perie n ce. Latin 
American Monograph Series, vol. 90. Boulder, 
Colo, and London: Westview Praia in coope ra tion 
with the Latin American Studies Center, Michigan 


State University, 1987. Pp. 205. 123.50, paper. 
ISBN 0-8133-7347-6. JEL 87-0947 

Presents results of field work begun in 1981, 
examining the literature and interviewing individu- 
als involved in the development and current opera- 
tion of Brazilian schools of administration, replicat- 
ing the Ford and Carnegie Foundation reports of 
1959. Information summarizes results of visits to 
seven schools and three research institutes in five 
cities and interviews with seventy-eight educators, 
government officials, and business executives. Spe- 
cific attention it given to: (1) management and man- 
agement education worldwide, emphasizing the 
management education boom and the Foundation 
reports: (2) business as an occupation in Brazil, 
with some sketches of the business elite; (3) Brazil- 
ian higher education; (4) management schools and 
their programs; (5) management students, includ- 
ing their aspirations and achievements and what 
the graduates do; and (6) faculty and research. The 
concluding chapter deals with building quality for 
the future, focusing on the linkage with the busi- 
ness community and role of the government. An- 
derson is Emeritus Professor in the Graduate 
School of Business Administration, Michigan State 
University. Glossary of acronyms; bibliography; in- 
dex. 

Brody, Michael. Immunization, dice. Twentieth 
Century Fund Paper series. New York; Priority 
Press, 1987. Pp. vi. 77. Paper. ISBN 0-87078-211- 
8 . JEL 87-0948 

Discusses ways to insure vaccine manufacturers 
against law suits that hold them liable under the 
"deep pockets” theory, which believes that nobody 
pays when insurance companies or large corpora- 
tions must provide compensation to innocent vic- 
tims. Analyzes the various remedies proposed to 
handle the vaccine problem — the concern that un- 
less vaccine manufacturers can be protected against 
unlimited damages awards, new vaccines needed 
to battle diseases such as AIDS or herpes will not 
be marketed. Finds that many insurers now ore 
refusing to underwrite these risks because they 
are unable to determine the degree of certainty 
of potentially large damage awards. Reviews the 
nature of die crisis, especially for the development 
of future vaccines. Associates the revolution in 
medical research with aggravating the crisis. Dis- 
cusses the obstacles in finding control groups on 
which to test new vaccines, Describ es the econom- 
ics of law suits and torts, pointing out the risk in 
marketing a vaccine that could benefit millions, 
but might also give a handful the subject diseas e. 
Examines the pros and cons of a no-fault insurance 
approach. Concludes that any new system must 
guarantee medical can and adaqwate oo mp en sa - 
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tkm Cor victim* at the same time that it provides 
for predictable costs for insurers. Brody is a jour- 
nalist for Fortune No index. 

Brooks, Richard G. The development and construc- 
tion of health status measures. An overview of the 
litem tune. IHE Report series, 1966:4. Lund, Swe- 
den: Swedish Institute for Health Economics, 

1966. Pp. 107. Paper. ISSN 0349-7631. 

JEL 87-0949 

Port of a series of publications that provide the 
results of a research program concerning health 
status measures and the interrelationships between 
such measures and economic analysis. Presents the 
background to the development of these measures. 
Notes importance of health status measures to ap- 
praise the effectiveness of medical interventions, 
to examine the possibilities of improving clinical 
observations, and to assess the quality of care. Fol- 
lowing comments on the analytical framework, the 
report considers the definition of health and the 
methodological criteria required in health status 
index development. Reviews how well various ind- 
ices meet these criteria. Also discusses measures 
of quality of care assessments, treating structure, 
process, and outcome. Presents an outline of health 
indices, classified as functional assessment, global/ 
multiattribute, mental health status, quality of life, 
and "other." Reviews positions of other writers on 
health status measures. Concludes that indices 
should be concise, easy to use, capable of self-ad- 
ministration, and useful for purpose of evaluation 
and determination of public policy. Brooks is Lec- 
turer in Economics at the University at Strath- 
clyde, Glasgow. Bibliography; no index. 

Burtixss, Cary, ed. Work, health, and income 
among the elderly. Studies in Social Economics 
series. Washington, D.C.: Brookings Institution, 

1967. Pp. xiii, 276. $26.95. ISBN 0-8157-1176- 

0. JEL 87-0950 

Six papers address a variety of policy issues rotat- 
ing to the work and health status of the aged and 
to the adequacy of income and food consumption 
among households headed by older persons. James 
M. Poterba and Lawrence H. Summers di scu ss 
public policy implications of declining old-age mor- 
tality. Martin Neil Bally focuses on policy issues 
and recent trends in connection with aging and 
the ability to xrork. Gary Burt less examines the 
effect of education, earnings, and occupational atta- 
chment on the health status and work capacity of 
American men aged 58 to 73. Jerry A. Hausman 
and Lynn Paquette discuss involuntary early retire- 
ment and food consumption. Robert A. Moffltt ana- 
lyse* whether more generous social security bene- 
fits haws lad to early r et ire ments. Aka J. Auerbach 


and Laurence J. Kodikoff discuss the adequacy and 
determinants of life insurance for those aged 58 
to 65. Burtless is a Senior Fellow in the Brooldngs 
Economics Studies Program. Index. 

Creenberc, David and Wolf, Douglas, l/sing 
computer! to combat welfare fraud: The operation 
and effechoenett of wage matching. With Jennifer 
Pfiester. Studies in Social Welfare Policies and 
Programs series, no. 2. New York and London: 
Greenwood Press, 1966. Pp. xiv. 265. $37.95. 
ISBN 0-313-24870-2. JEL 87-0951 

Analysis of the use of computer-aided-wage 
matching systems to verily earnings reported by - 
recipients in the Food Stamp and Aid to Families 
with Dependent Children (AFDC) Programs. Part 
1 reviews the background to and methodology of 
wage matching systems and their develop meat and 
use as an administrative tool. Part 2 describe* wage 
matching systems, discussing system elements, the 
actual per fo r m ance of matches, and folknv-up activ- 
ities. Part 3 presents die framework for cost-bene- 
fit analysis of wage-matching systems and compares 
the methods employed in New Jersey; San Joaquin 
County, California; and New Hampshire Part 4 
presents a summary of findings and recommenda- 
tions for improvement of baud detection. Green- 
berg is Professor of Economics at the University 
of Maryland. Wolf is Senior Research Associate 
at the International Institute for Applied Systems 
Analysis, Luxenburg. Austria. Bibliography, in- 
dex. 

Jimenez. Emmanuel. Pricing policy in the todal tec- 
ton: Corf recovery for education and health in 
developing countries Baltimore and London; 
Johns Hopkins University Press for the World 
Bank. 1967. Pp. vi. 170. $16.50. ISBN 0-8018- 
3501-1. JEL 87-0952 

Reviews recent research on the desirability of 
increasing the role of prices in financing and allo- 
cating educational and health services in develop- 
ing countries. Describes current pricing policy in 
LDCs and its effect on efficiency and equity , and 
then shows how both can be improved by adjusting 
coat recovery policies. Argues that blanket policies 
of free facilities have led to both in efficiency and 
inequity. Documents the fi n an ci al crisis confront- 
ing the social sectors, p i np o int i ng the effects of 
budgetary constraints, excess deman d for sodal 
services, and lack of flexibility Rev i e ws practices 
that support inequity m the current system. Pro- 
poses changing pricing policy to include pricing 
for efficient provider! of these services, using the 
basic princ ip l es of mfcroeootMaries (particularly 
marginal analysis) mid «mphatirtag economies of 
scale, coats, and b eh ivinra l parameters, Coaatdan 
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pros and cons of user fees. Jimenez is with the 
World Bank. Index. 

Kop, Yaakov, ed. Changing social policy: Israel, 
1985-86. Jerusalem: Center for Social Policy Stud- 
ies in Israel, 1986. Pp. xxiii, 259. Paper. 

JEL 87-0953 

This report presents data on macro-allocations 
for Israel’s human services, describing the nation's 
commitments and priorities in shaping its socioeco- 
nomic policies. Examines and analyzes the alloca- 
tion of resources for the social services, embracing 
education, health, income maintenance, personal 
welfare services, employment, housing, immigrant 
absorption, and social aspects of tax policy. Divided 
into three parts. Part 1 summarizes the trends in 
social expenditure and its distribution. Separate 
chapters are devoted to education, health, income 
maintenance, and personal welfare. Part 2 dis- 
cusses the implications of resource allocation policy 
from the point of view of the government sector 
and die entire economy. Also discusses the pro- 
priety of income maintenance programs and "pack- 
age deals" — wage, price, and policy arrangements 
between the government, labor, and employers. 
The third port discusses tax policy, tax relief under 
die law, and housing assistance policy. Kop is Di- 
rector of Research, Center for Social Policy Studies 
in Israel. No index. 

von der Schulenbi/rc, J. -Matthias Gkaf, ed. Es- 
says in social security economics: Selected papers 
of a conference of the International Institute of 
Management, Wissenschafttzentrum, Berlin. Mi- 
croeconomics Studies series. New York; Berlin; 
London and Tokyo: Springer, 1966. Pp. ix, 222. 
$34.10. ISBN 0-387-16743-9. JEL 87-0954 
Nine essays presented at the Workshop on the 
Origin and Future of Social Security Schemes at 
the International Institute of Management at the 
Science Centre, Berlin, December 1964. Focuses 
on current issues In social security policy, such as 
the econo mi c effects of demographic changes, 
equal pension rights for women, and reform pro- 
posals for social health insurance. Papers examine 
the influence of political institutions on social secu- 
rity policies from a public choice perspective; pub- 
lic pensions and politics! decision making; inter- 
generational solutions to the social security 
dilemma; social security and intergene rad o na l 
equity; in t e r gen e rad onal equity and fund balances 
for statutory health insurance; im p rov e ments in 
state pension rights for women; statutory h eal t h 
insurance tad its reform, presenHng a review of 
the bonus system as mi innovation to health insur- 
ance in West Germany; and the d eterminants of 
the use of physfoi en services unde r s tatu tory health 


insurance, also in West Germany. Von der Schu- 
lenburg is with Wissenschafttzentrum Berlin. Au- 
thor and subject indexes. 

von der Schulenburc, J. -Matthias Crap and 
Skoch, GOran, eds. Low and economics and the 
economics of legal regulation. International Studies 
in Economics and Econometrics series, vol. 13. 
Hingham, Mass.; Dordrecht and Lancaster: Klu- 
wer Academic, 1986. Pp. x, 230. $61.00. ISBN 
90-247-3377-4. JEL 87-0955 

Eleven papers selected from a conference in 
June 1985 at the International Institute of Manage- 
ment of the Wissenschafttzentrum Berlin on "Law 
and Economics of Legal Regulation.” Focus is on 
the way in which law determines the use of scarce 
resources and the way in which scarce resources 
influence the legal structure. Part 1 is an introduc- 
tion. Part 2 discusses law and economics. The first 
essay considers questions dealing with the inaliena- 
bility of property rights, developing a classification 
of entitlements illuminating property relationships 
in modem welfare states. The next contribution 
analyzes the negotiation process as an elaborate 
bargaining game in which threat (days an important 
role. This is followed by a critical survey of eco- 
nomic efficiency and the common law. The last 
two essays in this part examine default risks and 
the optimal pricing of court enforcement services 
and present a theory relating transactions costs to 
communication. Part 3 deals with the economics 
of legal regulation, including discussions of regula- 
tory measures to enforce quality production among 
self-employed professionals, controlling insider 
trading in Europe and America, the regulation of 
shop opening hours in the United Kingdom, Bel- 
gian public policy toward retailing, and assessing 
the effectiveness of economic efficiency of an EEC 
pollution control directive to reduce discharges of 
mercury to the environment. Contributors are 
economists and lawyers. Von der Schulenburg is 
with Wissenschafttzentrum Berlin. Skogh is with 
the University of Lund. Index. 

United Nations Department op Internationai. 
Economic and Social Apfairs, Statistical Or 
pice. Concepts and methods for integrating social 
end economic statistics on health, education and 
housing: A technica l report. Studies in Methods. 
Series F, no. 40. U.N. Publication Sales No. 
E. 86. XVII. 23. New York: United Nations. 1966 
Pp- viii, 67. $8.50, paper. ISBN 92-1-161275-6. 

JEL 87-09 56 

Assesses the state-of-the-art of the development 
of integrated social and ecooomic statistics. Consid- 
ers general issues in i nteg r ati o n, the importance 
of multi-purpose dasaiffoetfons (especially accord- 
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ing to socioeconomic group), problems and possi- 
bilities for linkages between micro- and macro- 
data, and technical issues involved in the use of 
economic statistics and statistical systems in social 
fields related to economic measurement and the 
use of notional accounts. Analyzes practical prob- 
lems of integration in the areas of health services, 
educational services, and housing and human set- 
tlements. Contains suggestions for improving the 
collection, processing, and presentation of social 
and economic statistics for national and interna- 
tional socioeconomic policy planning, monitoring, 
and analysis. Prepared by Christopher Saunders 
as consultant to the U.N. Secretariat. Also available 
in French, Russian, and Spanish. No index. 

Ufiiam, Frank K. Law and nodal change in postwar 
Japan. Cambridge, Mass, and London: Harvard 
University Press. 1987. Pp. x, 269. <25.00. ISBN 
0-674-51786-5. JEL 87-0957 

Examines law and social change in contemporary 
Japan, especially the way in which elites use legal 
rules and institutions to manage and direct conflict 
and control change at a social level. Refutes the 
view that japan is characterized by a social life 
virtually free of conflict, a low rate of litigation, a 
small number of lawyers, and the settlement of 
most disputes by mediation and arbitration. Pres- 
ents four case studies to investigate how law affects 
the course of social conflict: the evolution of the 
antipollution movement: the struggle to overcome 
social discrimination; the elimination of sex dis- 
crimination; and the formation of industrial policy 
by the Ministry of International Trade and Indus- 
try. Examines the options of aggrieved persons in 
each case. Concludes that law con play the same 
instrumental role in the pursuit of private interests 
and social goals in Japan that it plays in other coun- 
tries. Upham it Associate Professor at the Boston 
College Law School. Index. 

U.S. Department of Health ani> Human Services, 
Health Care Financing Administration, Office 
op Research and Demonstrations. Health care 
financing: Program statistics. Medicare and Medi- 
caid data booh. 1064. HCFA Pub. No. 03210. Bal- 
timore, Md.i Author; distributed by U.S.G.P.O., 
1986. Pp. vii, 135. $6.50. paper. JEL 87-0958 
Third in a series of descriptive statistical reports 
on the Medicare and Medicaid programs. Focuses 
on calendar year 1961 for Medicare and fiscal yean 
1981 and 1982 for Medicaid. Provides information 
on the relationships b etwee n the two programs, 
federal administration of the programs, and com- 
parative program expenditures. Presents data on 
"umber of eorollees and recipients of benefits, to- 
**1 outlays, and services. Reviews the major charac- 


teristics of Medicare and Medicaid including eligi- 
bility, benefits, financing, and administration. Dis- 
cusses prepaid health plans and die Medicare sta- 
tistical system. Examines the National Medical 
Care Utilization and Expenditure Surrey and the 
Medicaid data system. Glossary; no index. 

Wiener, Joshua M., ed. Swing beds: Assessing flexi- 
ble health care in rural communities. Brookings 
Dialogues on Public Policy series. Washington, 
D.C.: Brookings Institution, 1967. Pp. ix, 140. 
$11 95, paper. ISBN 6-8157-9283-2. 

JEL 87-0959 

Seven papers, several with comments, presented 
at a conference at the Brookings Institution in Feb- 
ruary 1986. Describes the “swing- bed” concept as 
a means to allow small rural hospitals with fewer 
than fifty beds to use them interchangeably for 
either acute or home care, with reimbursement 
adjusted accordingly. Two papers present a frame- 
work for examining swing beds and summarize the 
experience of the Robert Wood Johnson Founda- 
tion demonstration, cosponsored by the American 
Hospital Association, and designed to help hospi- 
tals and hospital associations implement the swing 
bed concept. A third paper examines economic 
and financial issues and analyzes the cmm instances 
under which swing beds are cost effective. Another 
contributor describes several options far reform 
of the reimbursement systems. Two papers review 
the practice from the patient's perspective with 
respect to access and the quality of care. The final 
paper evaluates die program and presents implica- 
tions for the future. The contributors are Anthony 
R. Kovner. Hiia Richardson. Steven A. Flakier. 
John Holahan. Peter W. Shaughnessy. Helen L. 
Smits. Bruce C. Vladeck, and the editor, who is 
Senior Fellow at the Brookings Institution. No in- 
dex. 

World Bank. Brasil . Finance of primary education. 
World Bank Country Study aeries. Washington, 
D C.: Author. 1986 Pp. 78. $5.00. paper. ISBN 
0-8213-0845-2. JEL 87-0980 

Studies the educational finance sector in Brazil, 
with emphasis on primary education. Useful as a 
background for the debate on constitutional reform 
and decentralization of financing and providing ed- 
ucation Defines problems of inequity and ineffici- 
ency, noting an inequitable allocation of resources 
for education and an i ne ffi ci en t use of allocated 
resources. Finds inequities among i nc om e groups, 
regions, and urban and rural areas. Documents 
the in effi ciencies of the system of Mwpv t Mm 
tal education transfers. Identifies five policy issue* 
lack of policy analysis and planning at the federal 
hnilgal level; inequities across o duratio a s eda n 
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with larger sub* idles in higher education at the 
expense of low quality primary education; regional 
inequities; ineffective use of resources; and ineffi- 
cient transfer of fends to state and municipal 
schools. Recommends policies to improve federal 
administration, lessen inequities through a cost re- 
covery program and higher admission standards 
for advanced education, and efforts to lessen the 
repetition rate for first graders. Finds that com- 
pared to countries of similar income levels, Brazil 
has not given high priority to investment in educa- 
tion. Glossary; no index. 

World Bank. China: Management and finance of 
kigher education. World Bank Country Study se- 
ries. Washington, O.C.: Author, 1986. Pp. viii, 
126. *8.00, paper. ISBN 0-8213-0842-4. 

JEL 87-0961 

Prepared on the basis of a mission that visited 
China in 1985. Looks at key issues for China in 
the management and finance of higher education 
over the next fifteen years and at policy options 
in view of recent Chinese proposals for reforms 
in education and international experiences Pres- 
ents: a review of the government’s plan for long- 
term expansion of higher education; estimates of 
demand for and supply of high-level manpower 
in view of Chinese structural changes and growth 
to the year 2000; analysis of the cost structure of 
universities; an assessment of practices in mainte- 
nance and management of facilities; an evaluation 
of university accounting and finance practices; and 
an examination of the feasibility of higher education 
plans. Concludes that China should adopt a me- 
dium growth-scenario for universities, especially 
since there are other pressing claims for resources 
for education, recognizing that there is a trade off 
in the demands for these fends. No index. 

Set r also: Book Numbers JEL 87-0713 , 87-0724, 87- 
0729. 87-0785, 87-0853. 87-0897, 87- 
0911, 87-0925. 87-0626, 87-0938, 87-0952 

MO Consumer Economics 

See aUo: Book Numbers JEL 87-0647, 87-0667, 87- 
0795, 87-0874, 87-0914, 87-0950 

930 Urban Economics 

Hahdot, Jon cm E. and Satterthwaite, David, eds. 
Small and intermediate urban centre*: Their role 
hi regional and nati ona l d ev elopm ent in the third 
world. Bowlder, Colo.: Westvtew Press in associa- 
tion with the United Nations University, 1986. Pp. 
xx, 421. 037.80, paper. ISBN 0-8133-0404-0. 

JEL 87-0962 

Nina ar ticles summarise the findings and prese n t 
c oncl us ions from the first phase of a collaborative 


research program on the present and potential role 
of small and intermediate urban centers in die de- 
velopment process. Two objectives are indicated: 
to provide a better understanding of how social, 
economic, and political forces shape urban systems 
over time and their impact on economic develop- 
ment and to understand the rationale of the cost/ 
benefits of government intervention to stimulate 
development, with most of the attention on the 
first aim. Six papers present case studies of the 
Upper Valley of Rio Negro and the Comahue Re- 
gion In Argentina, the Gezira Region in The Sudan, 
selected areas in South India, several centers in 
North India, and Southwest Nigeria. The articles 
that follow survey factors affecting development 
in these types of centers and government policies 
affecting them, and also drew conclusions about 
the roles the centers should play in social and eco- 
nomic development programs. Contributors are 
mainly geographers and social scientists specializ- 
ing in urban and regional studies. Hardoy is Senior 
Fellow, Centro de Estudios Urbanos y Regkmales, 
Buenos Aires. Satterthwaite is a researcher with 
the Human Settlements Programme, International 
Institute for Environment and Development. An- 
notated bibliographies; index. 

McKeown, Kibran. Marxist political economy and 
Marxist urban sociology : A review and elaboration 
of recent development*. NeW York: St. Martin's 
Press, 1967. Pp. xviii. 282. *32.50. ISBN 0-312- 
51794-7. JEL 87-0963 

Centers on Marxist urban sociology, analyzing 
some of the key issues within the Marxian frame- 
work and the relevance of that framework to the 
analysis of urban areas. Part 1 provides an overview 
of Marxian political economy, analyzing Marx’s the- 
ories of value, crisis, rent, and productive and un- 
productive labor. Part 2 examines the works of 
French urban sociologists Manuel Castells and 
jean Lojldne by reviewing and outlining their con- 
ceptual frameworks and then evaluating their em- 
pirical research. Part 3 presents an alternative ap- 
proach to Marxist urban sociology that incorporates 
a more micro-level analysis of urban processes and 
confficts. McKeown is with the Sodal Research 
Centre at die National Institute for Higher Educa- 
tion at Limerick, Ireland. Bibliography; name and 
subject indexes. 

See also: Book Numbers JEL 87-0948, 87-0965 

940 Kbcional Economics 

Batey, P. W. and Madden, M., eds. Integ ra t ed 
enalytit of regional system*. London Papers in Re- 
gional Science series, no. 15. London: Pion; distri- 
buted in the U.8. by Methuen, N.Y., 1986. Pp. 
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222. *21.50, paper. ISBN 0-85066-116-0. 

JEL 87-0064 

Twelve papers, nine presented at the 1064 An- 
nual Conference of the Regional Science Associa- 
tion, British Section at the University of Kent at 
Canterbury. Focus is on developments in research 
related to three beets of integration, i.e., regional 
activity, interregional linkages, and conjoining dif- 
ferent types of regional models. Papers discuss: 
methodological problems in the design of regional 
models (integrated forecasting models; consistent 
modeling of employment, population, labor force, 
and unemployment; general problems of integra- 
tion; and complexity and the effects of transit on 
urban forms); models (tom the social accounts/in- 
put-output tradition (a model of two populations 
and their economies; biregkmal analysis using a 
social accounts matrix); a regional input-output 
analysis of the economic consequences of a change 
in demographic patterns; an input-output/vacancy 
chain approach to the regional impact of migrants* 
expenditure; and policy applications (review of so- 
cioeconomic impact-assessment models, analysis of 
the socioeconomic impacts of a regional synthetic 
fuels industry, state and local fiscal analysis, and 
applications of biregkmal input-output in regional 
policy analysis). The authors are members of the 
Department of Civic Design, University of Liver- 
pool. Subject and author indexes. 

Nijkamp, Peter, ed. Handbook of regional and ur- 
ban economic*. Volume 1. Regional economic*. 
Handbooks in Economics series, no. 7. Amster- 
dam; New York; Oxford and Tokyo: North -Hoi land, 
distributed in the U.S. and Canada by Elsevier 
Science, N.Y.. 1966. Pp. xxii. 702. *65.00. ISBN 
0-444-87968-2. JEL 87-09 65 

Sixteen papers on fields of regional economics 
collected to represent a source, reference, and 
teaching supplement for use by professional re- 
searchers and advanced graduate students. Pro- 
vides surveys of the current state of regional eco- 
nomics. General areas and specific topics covered 
are: locational analysis (location of production activ- 
ities, residential mobility and household location, 
public facility location, spatial equilibrium analysis, 
and regional economic dynamics); regional eco- 
nomic models and methods (regional and muitire- 
gtonal models, regional input-output analysis, spa- 
tial interaction models, regional econometric and 
dynamic models, and qualitative statistical models); 
■ad regional economic development and policy 
■nalysb (multiple o bject iv e decision analysis, re- 
gional labor market analysis, regional energy and 
environmental analysis, innovation and chang ts in 
regional structure, and regional policies in devel- 
oping countries). Nijkamp is a m em ber of the De- 


partment of Economics at the Free University, 
Amsterdam. Author and subject indexes. 

See alio: Book Number JEL 87-0884 
Related Disciplines 

Abel, Christopher and Torrents, Nissa, eds. 
Marti. }o*A: Revolutionary democrat. Durham. 
N.C.: Duke University Press, 1966. Pp. xviii, 238. 
(29.95. ISBN 0-8223-0679-4. JEL 87-0866 

Nine papers discuss various aspects of the career 
of JosA Marti, a Cuban nationalist and revolution- 
ary, who lived from 1853 to 1895. Papers by Ivan 
M. Schulman and Roberto Femindez Retatnar an- 
alyze Mart fa modernity. Papers by Cerald E. Poyo 
and Jacqueline Kaye examine Marti* i role among 
Atnigri communities in the United States and his 
writings in and about the U.S. Antoni Kapcia dis- 
cusses Cuban populism; Jorge llam examines 
Marti* s ideology in its relationship to socialism; and 
Christopher Abel assesses Marti in the context of 
the changes in the international order during the 
last decades of the nineteenth century. John M. 
Kirk examines Marti" s intellectual commitment and 
Nissa Torrents analyzes his only novel A mistad 
funetta. The contributors are mainly specialists in 
Latin American history and languages. Abel is Lec- 
turer in Latin American history, and Torrents is 
Lecturer in Latin American film and literature, 
both at University College. London. Bib li ography, 
index. 

Epstein. Joshua M. Strategy and force pla nn ing 
The cate of the Tertian Gulf. Washington. D.C. : 
Brookings Institution, 1967. Pp. xiii, 168. *28.95. 
doth; *10.95. paper. ISBN 9-8157-2454-8. 

JEL 87-0967 

Sets forth three basic strategies available to the 
United States for the deterrence of Soviet conven- 
tional aggression and determines which of these 
would prove most credible in the Persian Gulf. 
Aim is to address a defense problem of immediate 
concern to the United States from the perspective 
of two questions, the most credible defense strat- 
egy and the force structure necessary to execute 
that strategy. Points to significant events that de- 
termine U.S. strategy in the Persian Gulf area, 
such as the oolbgise of the shah, the Iranian revohi 
bon, and the Soviet invasioo of Afghanistan. Classi- 
fies strategies as symmetrical where the response 
it directed at the same location and time as the 
provocation and asymmetrical where the r esp on se 
is s el ec ted because it suits better agafnat the adver- 
ary. Identifies three str at egies and eva l untoi each. 
(1) vertical escalation where a tanal conv entional 
force is d is patched as a tripwire that could he fol- 
lowed by nu cl ear employment, (t) hortssatal eaon- 
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lation, launching conventional counteroffenses; and 
(3) conventional defense. Argues that, contrary to 
the pessimism expressed about it, the asymmetri- 
cal strategy response is feasible. Epstein is a re- 
search associate in the Brookings Foreign Policy 
Studies program. Appendices present force struc- 
tures and logistic requirements. Bibliography; in- 
dex. 

MccGwihe, Michael. Military objective i in Soviet 
foreign policy. Washington, D.C.: Brookings Insti- 
tution. 1987. Pp. xiv, 530. $39.95, doth; $18.95. 
paper. ISBN 0-8157-5552-X. JEL 87-0968 
Identifies Soviet strategic objectives in a world 
war and assesses how these objectives shape Soviet 
military requirements and die effect they have on 
Soviet foreign policy. Examines Soviet military pol- 
icy in the twenty-five years following World War 
II; hypothetically outlines the Soviet plan of mili- 
tary operations for the contingency of world war; 
and discusses how planning for this contingency 
shapes Soviet policy, while producing a military 
posture and structure of forces that appear to the 
West as being for in excess of any legitimate de- 
fense needs. Argues that by assuming that escala- 
tion to an intercontinental exchange was not inevi- 
table die Soviets could adopt the objective of 
avoiding the nuclear devastation of Russia and that 
this change in hierarchy of objectives explains more 
recent developments in Soviet Defense and foreign 
policies. Also argues that this change has generally 
favorable implications for peaceful coexistence. A 
general conclusion is that ill-founded, worst-case 
assumptions about the Soviet Union's broader in- 
tentions generate U.S. policies with results that 
are the opposite of what the United States desires. 
MccGwire is Senior Fellow, Brookings Foreign 
Policy Studies Program. Index. 

Webber, G. C. The ideology of the British right 
1918-1939. New York: St. Martin’s Press, 1986. 
Pp. 185. $35.00. ISBN 0-312-00076-6. 

JEL 87-0969 

Examines the ideas of dissident conservatives 
and of fascists in Britain between the wars. Ana- 
lyzes beliefs that the right wing held and argues 
that the variety of their ideas contributed to the 
weakness of the fascist movement in Britain by 
creating ideological barriers that limited the sup- 
port it received from disillusioned conservatives. 
Considers the relationship between the right wing 
and the leadership of the Conservative Party and 
argue* that ideology played an i mp ort an t part in 
the straggle bet w een them. Discusses the impor- 
tance of the right wing within the Conservative 
Party and examines p er ception* of the social order, 
attitudes to w ard p rope rt y and the economy, ideas 


about the state, and problems of international rela- 
tions. Focuses on ways in which the beliefs of the 
conservative right related to support for fascism 
in Britain and how the right wing of the Conserva- 
tive Party itself changed from 1918 to 1939. A gen- 
eral conclusion is that prior to the 1930s the iden- 
tity of the right was related to shared anxieties 
about imperial decline; however, during the 1930s 
the pattern of right-wing politics came to be dic- 
tated by economic rather than nationalistic issues. 
Webber is an administrator at the University of 
Newcastle-upon-Tyne. Bibliography; index. 

New Joubnals 

ATAS Bulletin 

The ATAS (Advanced Technology Alert System) 
Bulletin is a semiannual publication of the Centre 
for Science and Technology for Development, 
United Nations Secretariat, New York. The theme 
of the June 1986 issue (no. 3) is new information 
technologies and development, which emphasizes 
bridging innovations in information technology 
with efforts designed to integrate them into the 
development planning process. The issue contains 
forty articles (half of which are excerpted from pre- 
vious works published around the world) organized 
into sections on technology (eight articles), experi- 
ences with technology (fourteen articles), implica- 
tions (seven articles), capacity building (five arti- 
cles), and policy options (six articles). Each section 
is preceded by a summary statement. Also contains 
an overview, concluding notes, glossary, and a list- 
ing of sources for further information. Available 
in French, Russian, and Spanish. Single issue: 
$9.00. Write to; United Nations Publications, 
Room DC2-0853, New York. NY 10017. (ISSN 
0257-5973) 

Indian Journal of Industrial Relations 

Quarterly publication of the Shri Ram Centre 
for Industrial Relations and Human Resources is 
devoted to the dissemination of knowledge in these 
fields; focuses on India. The January 1987 issue 
(Vol. 22, no. 3) has three articles, five shorter com- 
munications, and three book reviews. Topics of 
articles are; unemployment and casual labor in In- 
dia, the Indian experience with industrial democ- 
racy, and employment growth in Indian industry. 
Communications discuss: industrial structure and 
the pattern of development in India, the relation- 
ship of job Involvement to employees’ morale and 
ambiguity-tolerance, motivation and entrepreneu- 
rial behavior of formers, the relationship between 
workers' output and supervisory style and situation 
fovorableness, and form size and union density in 
Singapore. Also contains an international index of 
recently published journal articles about industrial 
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re la Mom. Annual subscription: Ri. 80 in India; 
$44.00, other countries, air mail; and $20.00, other 
countries, tea mail. Single copy: Rs. 20, $11.00) 
and $5.00 respectively. Write to: K.K. Bhargava, 
Administrative Officer, Shri Ram Centre for Indus- 
trial Relations and Human Resources, 5-Sadhu 
Vaswani Marg, New Delhi 10005, India. 

Journal of International Economic Integration 

Biannual (spring and autumn) publication of the 
Institute for International Economics, King Sejong 
University. Seoul. Supports and encourages theo- 
retical and empirical research in the areas of inter- 
national trade and finance, international economic 
affairs, and international economic cooperation. 
The Autumn 1986 issue (Vol. 1, no. 2) contains 
nine articles. Their topics are: the current ex- 
change rate system; migration abroad for tempo- 
rary employment and die effects on the country 
of origin; multilateral productivity comparisons of 
selected Asian developing countries; non-traded 
goods in an asymmetric trade model; adjustment 
dynamics under dual exchange rates; empirical re- 
sults of an exchange rate determination by the port- 
folio approach in South Korea; the changing pat- 
tern of South Korean comparative advantage horn 
1965 to 1980; product market imperfections and 
customs unions theory; and monetary policy deval- 
uation and capital accumulation in an open devel- 
oping economy with fixed exchange rates. Annual 
subscription: $20.00. individuals and $30.00, insti- 
tutions; additional $5.00 for air delivery. Write to: 
Institute for International Economics, King Sejong 
University, Seongdong-Ku, Seoul, South Korea 
133. 

Journal of Real Estate Research 

Official publication of the American Real Estate 
Society; presents original scholarly research arti- 
cles in the applied areas of real estate finance, in- 
vestment analysis and decision making, valuation 
and real estate market analysis, and related areas. 
Focus is on articles that present a micro-oriented 
view. The Fall 1986 issue (Vol. 1, no. 1) contains 
seven articles; their topics are: inconsistencies in 
appraisal theory and practice; the use of rank trans- 
formation and multiple regression analysis in esti- 
mating residential property values with a small 
sample; analysis of recent rates of return and exami- 
nation of the secondary market for public real es- 
tate limited partnerships; intercity differences in 
home price appreciation; the financial p erfor man ce 
of real estate investment trusts; a survey of real 
estate I n ves t ment acquisition rules for REITs; and 
a note on leading indicators of housing market price 
bends. Annual subscription and dues: academic, 
$ 40 . 00 ; professional, $ 40 . 00 ; institutional, $ 125 . 00 ; 


sponsor, $1000.00; student. $20.00; fo r eig n. 
$50.00. Write to: James fo Kuhie. Secretary /Trea- 
surer ARES, College of Business, California State 
University, Sacramento, CA 95819. 

Natural Rfsource Modeling 

Published quarterly by the Rocky Mountain 
Mathematics Consortium. The major theme of the 
journal is the development and analysis of mathe- 
matical models as tools for resource management 
and policy development; publishes both primary 
research and expository survey articles on research 
modeling areas. The Fall 1986 issue (Vol. 1, no. 
1) contains an article on search theory in natural 
resource modeling and a survey of optimal harvest- 
ing models in forestry management. Topics of the 
other six articles include: relationships between 
natural and harvest mortalities of the mallard, envi- 
ronmental damages and option values, neoclassical 
foundations of nonmarket benefits estimation, and 
regulation of targeting behavior in a multispecies 
fishery. Also contains hook reviews and a calendar 
of events. Annual subscription: $190.00. Write to: 
Rocky Mountain Mathematics Consortium. Ari- 
zona State University. Tempe. AZ 85287. (ISSN 
0890-8575) 

Ar’etc Zealand Economic Papers 

Published annually by the New Zealand Associa- 
tion of Economists. Inc. Main emphasis is on as- 
pects of economics and economic history relevant 
to New Zealand. The 1986 issue (Vol. 20) contains 
ten articles whose topics are: compensation for 
Maori land rights, the political economy of W. B. 
Sutch, a search for policy objectives at the 1984 
Economic Summit Conference, nonmarket valua- 
tion in New Zealand, a risk appraisal of New Zea- 
land's export industries using asset pricing models, 
the extent and nature of diversification in New 
Zealand manufacturing industries, the impact of 
variation in share market and/or business condi- 
tions on the parameters of the market model, data 
preparation and use in impiementable computable 
general equilibrium models, the New Zealand ex- 
perience with balance-of- payments constraints and 
feasible growth rates, and question of whether or 
not New Zealand has a halance of payments prob- 
lem. Alio contains book reviews and listings of new 
books received and New Zealand discusswn/woik- 
ing papers. 1985-86. Annual subscription; sent to 
all members, non mem ben. $25.00 per copv plus 
postage. Write to: Business Manager, New Zealand 
Economic Papers, P.O. Box 568. Wellington, New 
Zealand. 

RIS Digest 

Quarterly bulletin of the R es e ar c h and Informa- 
tion System for the Non-aligned and Other Devef- 
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oping Countries. The July 1666 bulletin presents 
a short article on current RIS activities, an article 
paying tribute to the life and work of Paul Prebisch, 
and three notes on the nonaligned summits I- VIII, 
the Southern African Development Coordination 
Conference, and the first round of Global System 
of Trade Preferences negotiations. An events sec- 
tion reviews the Tokyo Summit and the RIS Forum 
section contains brief articles pertaining to the Afri- 
ca's debt crisis, international financial markets and 
developing countries, and the recent economic de- 
velopment of Romania. Also contains book reviews; 
information about RIS seminars, workshops, dis- 
cussion and committee meetings; the RIS network: 
and publications. Write to: Dr. V. R. Pancha- 
mukbi. Director, Research and Information Sys- 
tem for die Non-aligned and Other Developing 
Countries, 40- B Lodhi Estate, New Delhi 110-003, 
India. 

Urban Resources 

Published three times a year by Metropolitan 
Services, Division of Continuing Education, Uni- 
versity of Cincinnati. An interdisciplinary journal 


containing articles that apply academic research 
and practical experience to the problem-solving 
process involved in the study of urban afiairs. The 
theme of the Fall 1985 issue (Voi. 3, no. 1) is tech- 
nology and the future of cities. The issue contains 
eight articles, three book reviews, local interest 
updates on activities related to the theme in eleven 
U.S. dties, and a bibliography. Topics of the arti- 
cles are: technology and human values; information 
technology and urban revitalization; contrasting 
historical patterns of ownership and regulation of 
water, electricity, and cable television; new tech- 
nology for infrastructure renewal; a high-tech toxics 
guide for local communities; cooperative research 
in manufacturing; the information revolution in To- 
ronto; and the urbanisation of electric and gas sys- 
tems from 1880 to 1930. Subscription: individuals, 
$15.00 for one year, $25.00 for two years, or $25.00 
and $48.00 for master edition; institutions, $20.00 
for one year, $35.00 for two years, or $35.00 and 
$68.00 for master edition. Write to: Urban Re- 
sources, Metropolitan Services, University of Cin- 
cinnati, Mail Location #175, Cincinnati, OH 
45221. 


Editor’s Note 

The following persons assisted the editors in annotating these books: Mrs. Joan Daley, and Dr. 
Vibha Kapu Ha-Foreman and Professor Reuben E. Slesinger (both of the University of Pittsburgh). 

The articles appearing in the Subject Index were classified under the direction of Professor 
Asatoshi Maeshiro, Editorial Consultant, assisted by Mr. A’Amer Farooqi, Mr. Nayyer Hussain, 
Mr. Edgar L. Zamalkm, and Mrs. Lorena M. Zamalkw (all of the University of Pittsburgh). 




Contents of Current Periodicals 

Abstracts of articles marked thus • appear in this issue. See the Index of 
Authors of Articles in the Subject Index for page numbers, in italics. 


Accounting Review, Vol. 62, No. 2, April 1967 

Halperin, R. M. and Lanen, W. N. The Ef- 
fects of the Thor Pouter Tool Decision on the 
UFO/FIFO Choice. 

Madeo, S. A.; Schepansld, A. and Uecker, 

W. C. Modeling Judgments of Taxpayer 
Compliance. 

Moses, O. D. Income Smoothing and Incen- 
tives: Empirical Tests Using Accounting 
Changes. 

Shaw, W. H. Safe Harbor or Muddy Waters. 

Vruwink, D. R. and Otto, J. R. Evaluation 
of Teaching Techniques for Introductory Ac- 
counting Courses. 

Waller, W. S. and Feb, W. L., Jr. Auditors' 
Covariation Judgments. 

Wilson, C. P. The Incremental Information 
Content of the Accrual and Funds Compo- 
nents of Earnings after Controlling for Earn- 
ings. 

Ziebart, D. A. and Kim, D. H. An Examina- 
tion of the Market Reactions Associated with 
SFAS No. 8 and SFAS No. 52. 

L’ Actuality Economiquc, Vol. 62, No. 2, June 
1986 

Bran, L.j Couridroux, C. and Sxafarx, A. 
Bulles speculative* et transmission d'informa- 
Uon sur le marchd dun bien stockable. (Spec- 
ulative Bubbles and on the Transmission of 
Information on the Stockable Commodity 
Market. With English summary.) 

Dagenais, D. L. Analyse de la performance 
d'dtudianti au baccalaurdat en administration 
en fonction de leurt caractdristiques i I’en- 
trde. (An Analysis of the Student’s Perfor- 
mance in a B.A.A. Program. With English 
summary.) 

Fauvel, Y. LTncidence des rdghnes publics 
de pensions sur la consommattan: une exten- 
sion du module de Fe l dstein et une Evaluation 
empirique pour le Canada. (The Effect of Pub- 
lic Pension Plans on Consumption. With En- 
glish summary.) 

Marais, W. Thdorie du ddsdquihbce et poli- 
tique dconomique en dconomie ouverte. (Dis- 
equilibrium Theory and Economic Policy for 
Open Economies. With English summary.) 

Mo nctte, M. L’ticonomique des pdcheries: 
une revue de la Ut td m t ur e. (The Literature 
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on Fishery Economies: A Survey. With En- 
glish summary.) 

Sdguin Dulude, L. Quelques inflexions sur la 
complementarity des approches marginaliste 
et managdriale. 

Taurand, F. Le troc en Economic mondtaire. 
(Barter in Monetary Economies. With English 
summary.) 

Tulkem, H. La performance productive dun 
service public. Ddfioitions, mdthodes de me- 
sure et application i la Rdgie des Postes en 
Belgique. (The Productive Performance of a 
Public Service. With English summary.) 

Agricultural Economics Research, Vol. 39, No. 
1, Whiter 1967 

Edwards, C. The Exchange Rate and U.S. Ag- 
ricultural Exports. 

Offutt, S. E. mid K ladder, F. Issues and De- 
velopments in Biotechnology: What's an 
Economist to Do? 

Westeott, P. C.; StiBman, It P. and Coflins, 
K. J. Quarterly Livestock Sector Adjust- 
ments to Changes in Feed Crain Prices. 

American Economic Review, Vol. 76, No. 5, 
December 1986 

Alvi, E. The Production Process in a Competi- 
tive Economy: Comment. 

• Add, M. Horizontal vs. Vertical information 

Structure of the Firm. 

Barth, J. R.; Idem C. and Rassek. F. S. 
Government Debt. Government Spending, 
and Private Sector Behavior. Comment. 

• Baumol. W. J. Productivity Growth. Conver- 

gence, and Welfare: What the Long-run Data 
Show. 

Blomqvist, A. C. The Economics of Price Sett- 
lors: Comment. 

Bowies, S. The Production Process in a Com- 
petitive Economy: Reply. 

• Brandor, J. A. and Lewis, T. R. Oligopoly 

and Financial Structure: The Limited Liabil- 
ity Elect. 

Browning, E. K. Pechman's Tax incidence 
Study: A Note on the Data. 

• Card, D. Efident Contracts with Costly Ad- 

justment: Short-run Employment Determina- 
tion for Airline Mechanics 
Carter, M. R, The Economics of Price Sdo- 
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son: Comment. 

• De Long, J. B. and Summer*, L. H. Is In- 

creased Price Flexibility Stabilizing? 

Eisner, R. end Pie per, P. J. A New View of 
the Federal Debt and Budget Deficits: Reply. 

• Farrell, J. and Saloner, C. Installed Base and 

Compatibility: Innovation, Product Prean- 
nouncements, and Predation. 

• Garber, P, M. Nominal Contracts in a Bime- 

tallic Standard. 

• Gordon, R. H. Taxation of Investment and 

Savings in a World Economy. 

• Jaffe, A. B. Technological Opportunity and 

Spillovers o£ ROD: Evidence from Firms’ Pat- 
ents, Profits, and Market Value. 

Johnson, C. and Solon, G. Estimates of the 
Direct Effects of Comparable Worth Policy. 

• Kagel, J. H. and Levin, D. The Winner’s 

Curse and Public Information in Common 
Value Auctions. 

Kormendi, R. C. and Meguire, P. Govern- 
ment Debt, Government Spending, and Pri- 
vate Sector Behavior: Reply. 

• Lam, D. The Dynamics of Population 

Growth, Differential Fertility, and Inequality. 
Lfehtenberg, E. and Zilberman, D. The Wel- 
fare Economics of Price Supports in U.S. Agri- 
culture. 

Margo, R. A. Race and Human Capital; Com- 
ment. 

• Markusen, J. R. Explaining the Volume of 

Trade: An Eclectic Approach. 

Melvin, J. R. The Nonequivalence of Tariffs 
and Import Quotas. 

Milbourae, R. D. and Richards, D. J. 
A New View of the Federal Debt and Budget 
Deficits: Comment. 

Modigliani, F. and Sterling, A. Government 
Debt, Government Spending and Private Sec- 
tor Behavior: Comment. 

Pcirhman, J. A. Pech man’s Tax Incidence 
Study: A Response. 

POterba, J. M. and Sununers, L. H. The Per- 
sistence of Volatility and Stock Market Fluctu- 
ations. 

Rey, P. and Tirole, J. The Logic of Vertical 

Restraints. 

Ruffin, R. J. and Rai se k h , F. The Role of For- 
eign Direct Investment in U.S. Capital Out- 
flows. 

Sah, R. K. and StigHtx, J. E. The Economics 
of Price Scissors: Reply. 

Sch u ltra, C. L. The Cyclical Flexibility of 
Wages. 

Sh epha rd , W. C. Tobin’s q and the Structure- 
Performance R ela tio nsh ip: Comment. 

Sarirlacfc, M.; Gttgan, T. and Marshal, W. 


Tobin's q and the Structure-Performance Re- 
lationship: Reply. 

Smith, J. P. Race and Human Capital: Reply. 

• Yinger, J. Measuring Racial Discrimination 

with Fair Housing Audits: Caught in the Act. 

American Economic Review, Vol. 77, No. 1, 
March 1987 

• Abowd, J. M. and Card, D. Intertemporal La- 

bor Supply and Long-term Employment Con- 
tracts. 

• Bebrman, J. R. and Craig, S. G. The Distri- 

bution of Public Services: An Exploration of 
Local Governmental Preferences. 

Bens ton, G. J. The Validity of Studies with 
Line of Business Data: Reply [The Validity of 
Profits-Structure Studies with Particular Ref- 
erence to the FTC’s Line of Business Data]. 

• Bhagwati, J. N.; Brecher, R. A. and Hatta, 

T. The Global Correspondence Principle: A 
Generalization. 

• Browning, E. K. On the Marginal Welfare 

Cost of Taxation. 

• Dornbusch, R. Exchange Rates and Prices. 
Edwards, B. K. and Starr, R. M. A Note on 

Indivisibilities, Specialization, and Economies 
of Scale. 

Farrell, J. Rigidity vs. License. 

• Frankel, J. A. and Froot, K. A. Using Survey 

Data to Test Standard Propositions Regarding 
Exchange Rate Expectations. 

• Heipman, E. and Razin, A. Exchange Rate 

Management: Intertemporal Tradeoffs. 

• Joskow, P. L. Contract Duration and Relation- 

ship-Specific Investments: Empirical Evi- 
dence from Coal Markets. 

• Katz, M. L. The Welfare Effects of Third-De- 

gree Price Discrimination in Intermediate 
Good Markets. 

Nelson, M. A. Searching for Leviathan: Com- 
ment and Extension. 

Ng, Y.-K. Diamonds Are a Government’s Best 
Friend: Burden-Free Taxes on Goods Valued 
for Their Values. 

Pechman, J. A. Pech man’s Tax Incidence 
Study: A Response. 

Riley, J. G. Credit Rationing: A Further Re- 
mark [Credit Rationing in Markets with Im- 
perfect Information] [Incentives Effects of 
Terminations: Applications to the Credit and 
Labor Markets]. 

RJviin, A. M. Economics and the Political Pro- 
cess. 

• Sah, R. K. Queues, Rations, and Market: 

Comparisons of Outcomes for the Poor and 
the Rich. 

Sargent, T. J. and Smith, B, D. Irrelevance 



Current Periodicals 


1453 


of Open Market Operations in Some Econo- 
mies with Government Currency Being Dom- 
inated in Rate of Return. 
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mance of Neoclassical Gravity Models in the 
Study of Urban Trauportatioo. 


R oa enfi e l d, G. H.; F tape tric k -lias. K. and 
Johnson, T. L. Stratification of a Cityscape 
Using Census and land Use Variables for In- 
ventory of Building Materials. 

Scott, M. J. and Goldsmith, O. S. Assessing 
Regional Econometric Models; A Discussion 
and Application. 
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Extension of Custom* Unions on Third Coun- 
tries; A Case Study of the Spanish Accession 
to the EEC. 
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Townsend, J. L. Cigarette Tax, Economic 
Welfare and Social Class Patterns of Smoking. 
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crete Time Case — A Comment. 

• Hughes HaBett, A. J. Forecasting and Policy 

Evaluation in Economies with Rational Ex- 
pectations: The Discrete Time Case. 

• Taylor, M. P. The Simple Analytics of Implicit 

Labour Contracts. 

Tzannatos, Z. Union ventu Non-union 
Wages, Arithmetic census Geometric Means 
and Grouped Data Revisited. 

Bulletin for International Fiscal Documentation, 
Vol. 40, No. 12, December 1986 

Cnossen, S. Tax Harmonization in the Euro- 
pean Community. 

Goldsmith, j. C. Summary of Rules Applica- 
ble to Transfer Pricing in France. 

Kostedd, A. The Trends in Taxation of For- 
eign Enterprises (1945-1986): Poland. 

Spiro, E. The Income Tax Law since the 
Second World War: Republic of South 
Africa. 

Toy, C. D. New Provisions Encouraging 
Foreign Investment: People's Republic of 
China. 

Bulletin for International Fiscal Documentation, 
Vol. 41, No. 1, January 1987 

Cain, C. Your "User-Friendly" Offshore Cen- 
tre: The Isle of Man. 

Hammer, R. M. and Rohrer, W. D. U.S. 
Branch Taxation: A Venture into the Un- 
known. 

HoBand, J. C. The Nature of VAT. 

Leavy, J. New Tax Developments: Colombia. 

Lion top Chavarri, C. E.t Francesqui, M. E. 
and Buckley, T. O. Brandies of Foreign 
Companies — Income and Patrimony Tax Re- 
gimes: Peru. 

Qureshi, A. H. The Freedom of a State to 
Legislate in Fiscal Matters under General In- 
ternational Law. 

Bulletin for I n tern a tional Fiscal Documentation, 
Vol. 41, No. 2, February 1987 

Govhid, H. Tax Approaches to Energy Man- 
agement: India. 

Modi, J. R. Major Features of Corporate Prof- 
its Taxes in Selected Developing Countries. 

Naraqjo L-, E. The Andean Pact. 

Qureshi, A. H. Unitary Taxation and General 
International Law. 

Tirard, J.-M. Taxation of Foreign Companies 
Doing Business in Algeria. 

VeRa, E. A. The Malta/Ubym Double Taxation 
Convention — Treaty Shopping in Unexpected 
Quarter*? 
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BuDetta for International Fiscal Documentation, 
Vol. 41, No. 3, March 1987 

Aold, T. Ongoing Tax Reform I: japan. 

Bhargava, S. N. India-Canada Treaty for the 
Avoidance oi Double Taxation. 

Hong, L. F. Tax Incentives to Become a Fi- 
nancial Centre: Singapore. 

Laroche, C. Twists and Turns in the Tax Rules 
for Foreign Companies Owning Real Estate 
in France. 

Leavy, J. Tax Reform Adopted by Congress: 
Colombia. 

Murphy, D. C. Investment by Foreign Com- 
panies: Zimbabwe. 

Business Economics, Vol. 22, No. 2, April 1987 

Aanestad, J. M. Measurement Problems of 
die Service Sector. 

Duncan, J. W. Statistics Comer. 

Freund, W. C. Industry Perspective: The 
Securities Industry in the Financial Ser- 
vices Marketplace: A Review of Dynamic 
Trends. 

James, C. W. The Business Economist: Work 
in an Airline. 

Kendrick, J. W. Service Sector Productivity. 

Kercheval, M. P. Another Look at the Dollar's 
Trade-Weighted Value. 

LandefeM, j. S. Internationa] Trade in Ser- 
vices: Its Composition, Importance and Links 
to Merchandise Trade. 

Moore, C. H. The Service Industries and the 
Business Cycle . 

Patton, S. C. and Reilly, B. J. The Role of 
Private Services in the American Economy. 

Spiro, P. S. New Findings on the Effects of 
Inflation on Interest Rates. 

Business History Review, Vol. 60, No. 3, Autumn 
1986 

Crew, S. R. and Fleckner, J. A. Archival 
Sources for Business History at the National 
Museum of American History. 

Godley, M. R. Bacchus in the East: The Chi- 
nese Grape Wine Industry, 1892-1938. 

Martin, A. The Good That Men Do: A Review 
Essay. 

Mirand, P. J., Jr. Assodattonalistn, Statism. 
and Professional Regulation: Public Accoun- 
tants and die Reform of the Financial Markets, 
1896-1940. 

Petrik, P. The House That Parcbeeri Built: 
Selchow ft Righter Company. 

Waflnr, J. E. K. Racism, Sis very, and Free 
Enterprise: Black Entrepreneurship in the 
United States before the Civil War. 


Business History Review, Vol. 60, No. 4, Winter 
1966 

Brown, M. and Phflipe, P. The Decline of die 
Piece-Rate System in California Canning: 
Technological Innovation, Labor Manage- 
ment,' and Union Pressure, 1890-1947. 

Jacoby, S. M. Employee Attitude Testing at 
Sears, Roebuck and Company, 1938-1960. 

Truman, D. The Museum of American Textile 
History: Archival Sources for Business His- 
tory. 

Victor, R. H. K. Perspectives on the Bell Sys- 
tem: Strategy, Structure, Technology, and 
Unionism. 

Walton, W. “To Triumph before Feminine 
Taste": Bourgeois Women’s Consumption and 
Hand Methods of Production in Mid-Nine- 
teenth-Century Paris. 

Cepal Review, No. 29, August 1986 

Braslavsky, C. Youth in Argentina: Between 
the Legacy of the Past and the Construction 
of the Future. 

Coder, J. The Political Radicalizatioa of 
Working-Class Youth in Peru. 

James-Bryan, M. Youth in the English-speak- 
ing Caribbean. The High Cost of Dependent 
Development. 

Katzman, R. Youth and Unemployment in 
Montevideo. 

Kirsch, H. University Youth as Social Protago- 
nist in Latin America. 

Martinez Moreno, C. Thinking about Youth. 

Martinez, J. and Vale nzu e l a, E. Working- 
class Youth and Aitomy. 

Martinez, J. and Valenzuela, E. Chilean 
Youth and Social Exclusion. 

Parra Sandoval, R. The Missing Future: Co- 
lombian Youth. 

Prebisch, R. Address Delivered to the 
Twenty-first Session of ECLAC (Mexico City, 
24 April 1986). 

Rama, G. W. Latin American Youth between 
Development and Crisis. 

Refcber Madeira, F. Youth in Brazil: Old As- 
sumptions and New Approaches. 

Chalenge, Vol. 29, No. 6. Jan./Feb. 1987 

Adedeji, A. An Ecology for Economic Change. 

Dibb, D. N. H. j. Heinz Success in Zim- 
babwe. 

Dugger, W. M. Corporate Hegemony and 
Market Mythology. 

Fow ern ker, J. What's Good for Citicorp... 

Jones, D. D. On the Fed Board of Governors: 
Eroding Political Insularity... 

Maruyama, M. Japan's Agricultural Policy 
Failure. 
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Richardson, R. W. and Ahmed, O. S. Chal- 
lenge for Africa’s Private Sector. 

Sots, N. M. On the Fed Board of Gover- 
nors:. ..And Growing Short on Experience, 
de Spodberch, C. and Shaw, R. D. A Model: 

The Aga Khan Rural Support Program, 
de Vries, R. and Hargreaves, O. The Dollar's 
Decline and Trade: Mission Accomplished? 

Challenge, Voi. 30, No. 1, Mar./Apr. 1987 
Burdets, C. T. and Have man, R. H. Taxes 
and Transfers: How Much Economic Loss? 
Dumas, L. ]. National Security and Economic 
Delusion. 

Kudlow, L. A. Loose Money and the Dollar's 
Crash. 

Lee, L. D. Time to Rethink Defense. 
Lekacbman, R. America's Morning after 
Reagan. 

Malaraud, B. Ominous Parallels. . . Heartening 
Differences. 

Mangum, C. L.; Man gum, S. and Phillips, P. 
The Three (at Least) Worlds of Economic The- 
ory. 

Miller, D. D. U.S.-Soviet Grain Trade: A 
Broken Promise. 

Chinese Economic Studies, Vol. 20, No. 1, Fall 
1986 

Yang, j„ et al. Some Theoretical Problems 
of Socialist National Income. 

Chinese Economic Studies, Vol. 20, No. 2, 
Winter 1986-87 

Li, C. An Important Question in Macroeco- 
nomic Management: Strict State Control of 
the Amount of Currency in Circulation. 

Bong, Y. Observations on Some Questions in 
the Building of a Socialist Economy with Chi- 
nese Characteristics: Reflections on Rereading 
the Constitution. 

Shi, L. Xue Muqiao Expresses New Views on 
the Question of Ownership: Possible Forma- 
tion of Socialist Public Ownership with Multi- 
ple Tien and Modes of Administration. 

Tong, D. and Song, Y. Horizontal Economic 
Integration Is a Beachhead to Launch Urban 
Reform. 

Wo, J.f Li, }. and Ding, N. Keep the Growth 
Rate of the National Economy within Proper 
Limits. 

Wn, J.f Hu, j. and Li, J. On Controlling De- 
mand and Improving Supply. 

Xue, M. Price Fluctuations and Changes in 
People’s Livelihood in China in the Put Six 
Yean. 

" — * Market Mechanism and Macroeco- 


Yang, P. On Building a Socialist Capital Mar 
ket in China. 

Zhan, W. Proper Attention Should Be Pair 
to the Supplementary Role of Microeconomic 
Regulation in Enterprises. 

Zhou, D. Macro Control and Micro Self-Regu 
lating Investment. 

Coleccion Estudios CIEPLAN, No. 20, Decern 
her 1986 

Arellano, J. P. and MarfAn, M. Ahorro-inver 
skSn y relackmes financiers en la actual crisi: 
econdmica chilena. (Savings, Investment, ant 
Financial Relations in the Present Chilear 
Economic Crisis. With English summary.) 

Ffrench-Davis, R. El financiamiento extern) 
negativo: tendencias, consecuencias y op 
ciones para America Latina. (Negative Exter- 
nal Financing: Trends, Implications, and Op 
tions for Latin America. With English 
summary.) 

Jsdreiit, E. Evolution del empleo y desem- 
pleo en Chile, 1970-85. Series anuales y tri 
mestrales. (Employment and Uncmpiuymcnl 
in Chile, 1970-85: Yearly and Quarterly Se- 
ries. With English summary.) 

Marcel, M. and MeHer, P. Em pal me de la; 
Cuentas Nacicmales de Chile 1960-1985. Me- 
todos alternatives y resultados. (Splicing th< 
Chilean National Accounts 1960-1985: Alter- 
native Methods and Results. With English 
summary.) 

Meller, P. Un enfoque analitko-empirico dt 
las causas del actual endeudamiento externc 
chileno. (Causes of Present Chilean Foreign 
Debt; An Analytical-Empirical Approach. 
With English summary.) 

MuAoz G., O. El papel de los empresarios 
en el desarrollo: enfoques, prohlemas y exper- 
iencias. (The Role of Business in Develop- 
ment: Approaches, Problems, and Experi- 
ences. With English summary.) 

Comparative Economic Studies, Vol. 28, No. 2, 
Summer 1986 

Abouchar, A. The Treatment of Intermediate 
Goods in Cuban National Income Accounts 
Parallels and Differences with Soviet Method- 
ology. 

Bryson, P. J. and Perry, P. J. SoziaipoUtik. 
East German Social Welfare Policies. 

Burkett, J. P. PQL1 as a Measure of Compara- 
tive Performance: Comment. 

Dietz, R. Soviet Foregone Cains in Trade 
with the CMEA Six: A Reappraisal. 

Hal, ). B. Plan Bargaining in the Hungarian 
Economy: An Interview with Dr. Laszlo 
Antal. 
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Kohn, M. J. rad Leggett, R. E. A Look at 
Soviet Capital Retirement Statistics: Unravel- 
ing Some Mysteries? 

Contemporary Policy Issues, Vol. 5, No. 1, 
January 1987 

Hamburger, M. J. A Stable Money Demand 
Function. 

Hetxel, R. L. Will Recent High Crow4i Rates 
of Money Revive Inflation? 

Kane, E. j. Dangers of Capital Forbearance: 
The Case of the FSLJC and "Zombie” SicLs. 

Kaufman, C. C. Bank Capital Forbearance 
and Public Policy. 

Krebuner, P. E. and Porter, R. D. Total 
Transaction Measures and Ml Growth. 

Meltzer, A. H. International Debt Problems. 

Scott, K. E. The Defective Design of Federal 
Deposit Insurance. 

Trehan, B. and Walsh, C. E. Portfolio Substi- 
tution and Recent M 1 Behavior. 

Cuademos de Economia, Vol. 23, No. 70, 
December 1986 

Caballero, R. and Corbo, V. Anilisis de la 
Balanza Comercial: Un Enfoque de Equilibrio 
General. (With English summary.) 

Desormeaux, J. and Bravo, L. E. Modelo 
agregado de la Balanza Comercial: Chile 
1974-1982. (With English summary.) 

Rosende R„ F. and Vergara M., R. Opciones 
de Politico para el Sector Financier© (With 
English summary.) 

Sol imam), A. Salarios Reales v Empleo Bajo 
Distintos Regfmenes Macroecondmicos. Una 
A plicae kin para Chile y Brasil. (With English 
summary.) 

Czechoslovak Economic Digest, No. 3, May 1986 

KomArek, V. A Large-Scale Programme. 

Krcrjta, F. Principles of Domestic and Exter- 
nal Monetary Bank Policy after 1985. 

PetHCek, V. Open System of Economic In- 
struments in Foreign Trade. 

Sourek, S. Modifications in the System of Fi- 
nancial Mangement of Economic Production 
Units and Enterprises for the 8th Five-Year 
Plan. 

Vosicky, E. Relations between CMEA and the 
European Economic Community. 

Zelm, J, Living Standard and Life Style: , 
Points of Intersection. 

Caodbodovak Economic Digest, No. 4, June/July 

1886 

Csrti, p, Change in the System of Plan-Based 
Management of Agriculture, 


Eh r cn b e r ger, V. Economization — A Priority. 

HrivnAk, P. Effectiveness and Intensification. 

HrnW, M. Ways of Achieving Externa) Equi- 
librium in the Czechoslovak Economy. 

KlvatavA, E. Scientific-Technological Prog- 
ress and the System of Management of the 
National Economy. 

Kutfl, J. Topical Aspects of the Use of the Pro- 
duction Potential of Agriculture. 

Sobotlca, L. Evaluation of the Performance of 
Economic Organizations by Means of the So- 
called Financial Contributions. 

Czechoslovak Economic Digest, No. 5, June 1986 

CartAr.J. Broad Possibilities of Economic Co- 
operation. 

Hloch, A. Expansion of Economic Coopera- 
tion with the Socialist Countries in the 8th 
Five-Year Plan Period. 

Jakubec, J. Efforts to Establish Mutually Ad- 
vantageous Relations. 

Jung, Z. From Possibilities to Concrete Prac- 
tice. 

Urban, B. High Criteria for the Fulfilment 
of Tasks. 

VorAtek, J. Cooperation in the Engineering 
Industry. 

Czechoslovak Economic Digest, No. 6. Sept./Oct. 
1986 

Kroiher, J. and Vitek. J. Tendencies in the 
Improvements of the National Economic 
Mechanisms of the CMEA Countries. 

Mattjka, K. Czechoslovakia in Scientific- 
Technological Integration with the CMEA 
Countries. 

StouratavA, J. External Economic Relations: 
The Only Way Forward: Intensification. 

Czechoslovak Economic Digest. No. 7, Ort./Nov. 
1986 

CtrnAct, P. What WiB the Czechoslovak Pop- 
ulation Be in the Year 2000? 

Krej«, J. German Reparations after the Sec- 
ond World War. 

l>r, O. and Urban, L. European CMEA 
Countries in 1985-1986. 

Fadevtt, Z. Trade with Advanced Capitalist 
States. 

Demography, Vol. 24, No. I, February 1987 

Hwang, S.-S. and Albrecht, Dl E. Constraints 
to the Fulfillment of Residential Pre fer ences 
among Texas Home buyers. 

Moreno- Navarro, L. Fertility Chang e in Five 
Latin American Countries: A Covariance 
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Analysis of Birth Intervals. 

Pebley, A. R. and Stepp, P. W. Reproductive 
Patterns and Child Mortality in Guatemala. 
Preiser, H. B. Work Shifts of Full-Time Dual- 
Earner Couples: Patterns and Contrasts by 
Sex of Spouse. 

Richards, T.; White, M. ). and Tsui, A. O. 
Changing Living Arrangements: A Hazard 
Model of Transitions among Household 
Types. 

Rindfuss, R, R.; Bum pass, L. L. and Palmore, 
J. A. Analyzing Fertility Histories: Do Re- 
strictions Bias Results? 

Thornton, A. and Rodgers, W. L. The Influ- 
ence of Individual and Historical Time on 
Marital Dissolution. 

Vaupel, J. W. and Yashin, A. L Repeated Re- 
suscitation: How Lifesaving Alters Life Ta- 
bles. 

DesarroRo Econ6mtco, Vol. 26, No. 103, Oct.- 
Dec. 1986 

Bisang, R., et al. Insulina y economia politic*; 
el diflcil arte de la politics publics. (With En- 
glish summary.) 

Gaudio,'R. and Domenicoai, H. Lasprimeras 
elecciones sindicales en la transicidn democri- 
tica. (With English summary.) 

Manxanal, M. El deterioro regional: una man- 
ifestacidn en la produccidn tabacalera corren- 
tina 1976-1981. (With English summary.) 
Mefler, P. Keynesian ismo y m on Claris mo: dis- 
crepancies metodokigicas. (With English sum- 
mary.) 

Prehbch, R. El desarrolkj econdmico de la 
America Latina y algunos de sus princi pales 
problem*!. 

Roxeowurce), G. Indexactfn salarial, rotadbn 
de personal y variac tones de los salarios nomi- 
nates en la industria manufacturer* braille na, 
1966-1976. Un breve comen tario. 

Smith, R. E. Indexacibn salarial, rotacibn de 
personal y variaciones de los salarios nomi- 
nates en la industria man ufectu rent brasileiia, 
1966-1976. Respuesta 

Tokman, V. E. Creadbn de empleo produc- 
tive: una tarea import ergable. (With English 
summary.) 

DesarroRo Econdmico, Voi. 26, No. 194, Jam- 
Mar. 1987 

Azpiazw, D. Los resuHados de la politics de 
promocfep industrial al cabo de un decenlo 
(1974-1963). (With En&tk summary.) 
CSdsari, O. O. El fe nbroeoo del sobreempleo 
— *• Araeatta una not*. | 

‘ *-— <* mnl. 


cana, 1826-1828. (With English summary.) 

Guadagni, A. A. Dedskmes energdticas pant 
el futuro. (With English summary.) 

liach, J. J. La naturaleza institucional e inter- 
nacional de las hiperestabilizaciones. El caso 
de Aleman ia desde 1923 y algunas lecciones 
para la Argentina de 1985. (With English sum- 
mary.) 

Mizrahi, R. Economia del sector informal: la 
dinimka de las pequenai unidades y su viabi- 
Itdad. 

Sercovfeh, F. C. Politic* technol6gica y rees- 
tructuracidn industrial: los temas centrales. 
(With English summary.) 

Eastern Economic Journal, Vol. 12, No. 4, Oct.- 
Dec. 1986 

Dhnand, R. W. The Macroeconomics of the 
Treatise on Money. 

o Hatnada, K. The Impact of the General The- 
ory in Japan. 

Hamouda, O. F. Beyond the IS/LM Device: 
Was Keynes a Hicksian? 

Moggridge, D. E. Keynes and His Revolution 
in Historical Perspective, 

Presley, J. Negative Reactions in Cambridge 
to Keynes’ Genera] Theory. 

o Rima, I, H. The Pigou-Keynes Controversy 
about Involuntary Unemployment: A Half- 
Century Reinterpretation. 

Byrnes, T. K. Keynes's Lectures, 1932-1995: 
Notes of a Representative Student: A Prelude: 
Notes for the Easter Term 1932. 

• Tobin, J. The Future of Keynesian Econom- 
ics. 

Winslow, E. G. "Human Logic” and Keynes’s 
Economics. 

Econometric Reviews, Vol. 4, No. 1, 1985 

Boland, L. A. The Foundations of Economet- 
rics-Are There Any? Comment. 

Good, I. J, The Foundations of Economet- 
rics — Are There Any? Comment. 

Hsiao, C. Benefits and Limitations of Panel 
Data: Reply 

Hsiao, C. Benefits and Limitations of Panel 
Data. 

Jakubaon, G. and Kiefer, N. M. Benefits and 
Limitations of Panel Data: Comment. 

Nickel), 5, Benefits and Limitations of Panel 
Data: Comment. 

Pesaran, M. H. The Foundations of Econo- 
metrics — Are There Any? Comment. 

Safes, C, Benefits and Limitation* of Panel 
Datic Comment. 

SsidesdeM, T, The Foundations of Econo- 
metrics — Are There Any? Coh e renc e , "Ini' 
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proper" Prion, and Finite Additivity. 

Smiley, T. }. The Foundations of Economet- 
ric*— Are There Any? Comment. 

Swamy, P. A. V. B.| Conway, R. K. and von 
xutr Muehlen, P. The Foundations of Econo- 
metric* — Are There Any? Reply. 

Swamy, P. A. V. B.; Conway, R. K. and von 
zur Muehlen, P. The Foundations ^Econo- 
metrics — Are There Any? 

Econome tr ic Reviews, Vol. 4, No. t, 1865-86 

Fsrsund, F. R. Frontier Production Func- 
tions: Comment. 

Freeman, D. A. Some Subjective Bayesian 
Considerations in the Selection of Models: 
Comments on Hill’s Model Selection Paper. 

Greene, W. H. Frontier Production Func- 
tions: Comment. 

Hill, B. M. Some Subjective Bayesian Consid- 
erations in the Selection of Models: Reply. 

Hd, B. M. Some Subjective Bayesian Consid- 
erations in the Selection of Models. 

Lane, D. A. Some Subjective Bayesian Con- 
siderations in the Selection of Models: Com- 
ments. 

Learner, E. E. Some Subjective Bayesian 
Considerations in the Selection of Models: 
Comment. 

Olsen, R. ). Frontier Production Functions: 
Comment. 

Schmidt, P. Frontier Production Functions. 

Schmidt, P. Frontier Production Functions: 
Reply. 

Sims, C. A. Some Subjective Bayesian Con- 
siderations in the Selection of Models: Com- 
ment. 

Yatcbew, A. J. Frontier Production Func- 
tions; Comment. 

Econometric Reviews, Vol. 5, No. 1, 1886 

Altos#. J. G. Econometric Approaches to the 
Specification of Ltfe-Gyde Labour Supply and 
Commodity Demand Behaviour: Comment. 

B h m del, R- Econometric Approaches to the 
Specificat i o n of Life-Cycle Labour Supply and 
Commodity Demand Behaviour. Reply. 

Hhn ads fi , R. Econometric Approaches to the 
Specification of Ufc-Cycie Labour Supply »nd 
Commodity Demand Behaviour. 

Brnwniig, M. Econometric Ap pr oaches to the 
Specification of Life-Cycle Labour Supply end 
Commodity Demand Behaviour: Comment. 

D fe h el d , F. X. Modeling the Persistence of 
C ond it i o na l Variances: A Comment. 

Bogfe, R. F. and Bcfiersfev, T. Modelling the 
Pereist enoa of Coodibonal Variance*. 

Eagle, B. F. and BaBsrslev, T. Modelling the 


Persistence of Conditional Variances: Reply. 
C cw efc c, ). Modelling the Persistence of Con- 
ditional Variances: Comment. 

Hendry, D. F. An Excursion into Conditions] 
Variance land [Modelling the Persistence of 
Conditional Variances]. 

Kiefer, N. M. Econometric Approaches to the 
Specification of Life-Cycle Labour Supply and 
Commodity Demand Behaviour: Comment. 
Pantula, S. G. Modelling the Persistence of 
Conditional Variances: Comment. 

Zin, S. E. Modelling the Persistence of Condi- 
tional Variances: Comment. 

Econometric * , VoL 55, No. 1, January 1867 

• Aumann, R. J. Correlated Equilibrium as an 

Expression of Bayesian Rationality. 

• Diewert, W. E. and Wales, T. J. Flexible 

Functional Forms and Clobel Curvature Con- 
ditions. 

CrandaMBt, J.-M. Distributions' of Prefer- 
ences and the “Law of Demand." 

• Green, J. R. and Laffont, J.-J. Posterior 1m- 

plementability in a Two-Person Decision 
Problem. 

Hartman, R. Monetary Uncertainty and In- 
vestment in an Optimizing. Rational Expecta- 
tions Model with Income Taxes and Govern- 
ment Debt. 

• Huang, C. An Intertemporal General Equilib- 

rium Asset Pricing Model: The Case of Diffu- 
sion Information. 

Kim, T. Intransitive Indifference and Re- 
vealed Preference. 

• Porte, R., et aL Macroeconomic Planning 

and Disequilibrium: Estimates for Poland. 
1955-1960. 

Pratt, j. W. and Zeckhauser, R. J. Proper 
Risk Aversion. 

• Yaari, M. E. The Dual Theory of Choke un- 

der Risk. 

Econometri cs . Vol. 55. No. 2, March 1987 

• Eager*. M. and Fer nan des . L. F. Market 

Equilibrium with Hidden Knowledge and 
Self-selection. 

• Engle, R. F. and Granger, C. W. J. Co-inte- 

gration and Error Correction: Representation, 
Estimation, and Testing. 

• Eagle, R. F.t Lffiea, D. M. end Robins, 

R. P. Estimating Time Varying Risk Premia 
in the Term Structure: The Areb-M Model. 

• Epstein, L. C. The Cbbel Stability of ES- 

cient Intertemporal All ocati o ns . 

• CaBaat, A. R. and Myrhla, D. W. Se mi na n 

parametric Maximum LfeeMband Fabaastiuu 

• Helm stir sas, B. and Mfigi sas, P. AggnpMm 
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and Linearity in the Provision of Intertempo- 
ral Incentives. 

• Mansld, C. F. Semiparametrie Analysis of 

Random Effects Linear Models from Binary 
Panel Data. 

• Matthews, S. and Moore, J. Monopoly Provi- 

sion of Quality and Warranties: An Explora- 
tion in the Theory of Multidimensional 
Screening. 

• Fhffips, P. C. B. Time Series Regression with 

a Unit Root. 

• Small, K. A. A Discrete Choice Model for Or- 

dered Alternatives. 

Svensson, L.-C. Erratum {Large Indivisibles: 
An Analysis with Respect to Price Equilibrium 
and Fairness]. 

Economia (Portuguese Catholic University), Vol. 
10, No. 2, May 1986 

Cabral, L. M. B. Nota Sobre a Hip6tese de 
Laffer e o Sistema Fiscal PortuguAs. (With 
English summary.) 

Da Veiga Franca, J. Evaluation dune entre- 
prise dans 1'optique d une eventuelle cession. 
Feiwd, C. R. Shafts from Arrow's Bow: Ad- 
vance in and beyond Economic Theory. 
Redondo, A. M. Subfoctura^ao de Expor- 
tagoes e Sobre&cturngio de ImportagAes. 

SBva Torres, F. and Pinho de Teles, P. 
O desvio deflationists na ausffncia de coope- 
ragfto intemacional em contexto de incerteza. 
(With English summary.) 

Economia (Pontifical Catholic University of 
Peru), VoL 8, No. 15, June 1985 

CoB Calderon, L. Impacto da las polfticax del 
FMI en la economia de los poises mierabros 
que adoptaron sus programs. 

Garda-Cobiaa, B. Una versibn dkfcfctica del 
teorema de imposibilidad de Arrow. 

Lopes, F. L. Inflacidn inercial, hiperinfiacidn 
y lucha contra la inflacfou. 

Sanfaders, A. H. Empresas ptibbcas en Ame- 
rica Latina: una nueva visidn? 

Economia e Lavoru, Vol. SO, No. 1, Jan. -Mar. 

1906 

Altieri, G. and PagBese, E. Contiderazioni 
suite attuali dinamiche del roercato del lavoro 
in Itaba. (Observations on Recent Tendencies 
In die Labour Market in Italy.) 

BattintBi, A. Variable Working Hours in a 
Simple Model of M a croeconomic Equilibrium 
with Rationing. | 

Irhiamif. L. Local Employment Initiatives: 
a New P at te rn for Usefol Work infEurope. 

* — — * /Out- 


lines of Italian Trade Unions after the Con- 
gressional Season.) 

Brunetta, R, and Venturini, A. La variabile 
temporale nella transizkme tra society indus- 
trial e post-indus triale. (Work Time Variables 
in the Transition to Post-Industrial Society. 
Widi English summary.) 

Capecchi, V. Organizzazione e politicbe del 
tempo: un prime confronto tra Giappone ed 
Europa. (Work Time Organization and Poli- 
cies. A Comparison between Japan and Eu- 
rope. With English summary.) 

Colombino, U. Orari di lavoro come stru- 
mento di selezione in un tnodcllo con informa- 
zkme asimmetrica. (Hours of Work as a Selec- 
tion Mechanism in a Model with Asymmetric 
Information. With English summary.) 

D’ Alessandro, V. Aspettative giovanili e ethos 
post-industriale. (Work Attitudes of Young 
People in the Post-Industrial Era.) 

Fiorentini, R. Tasso dl cambio e struttura 
deil'industria: il caso dell’economia pertferica 
negli anni 70. (Exchange Rate and the Struc- 
ture of Italian Industry in the Seventies. With 
English summary.) 

Mingkme, E. Cldo dei servizi e complessiti 
sociale. (The Complex Social Impact of the 
Service Cycle.) 

Moriani, C. Aspetti evolutivi delfoccupazione 
nell’indagine sulle forze di lavoro. (New Ten- 
dencies of the Employment Trends in Some 
Recent Statistics on Work Forces in Italy.) 

Ecoootnia e Lavoro, Vol. 20, No. 2, Apr. -June 
1986 

Bruno, S. Anomie e antinomie nelle forma- 
zkme e neUuso delle risorse umane: note in 
margine ad un recente libro.) (Anomies and 
Antimonies in the Training and Use of Human 
Resources: Some Notes about a Recent Book.) 

Caroieo, F. E. and Pinto, A. 0 mercato del 
lavoro nel mezzogiomo e le politicise del la- 
voro. (Labour Policy and Labour Market In 
the South of Italy. With English summary.) 

Costa, A. M. La disoocupozkme in Europa, 
la politic* economica e ie riforme strutturali. 
(Unemployment, Political Economy and 
Structural Reforms hi Europe. With English 
summary.) 

Da Nicoth, C. Analisi dinamica e stime econo- 
metricbe dl fonxioni di domanda del fcttori: 
una nota teorico-metodt d ogica. (Dynamic 
Analysis and Econometric Estimates of Factor 
Demand Functions: A Theoretic al and Meth- 
odological Note.) 

Dal Vicchis, V. and Caro— a, P. L'aggiu- 
stamanto aha reoessione in eondbboni di incer- 
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tezxa; riduzione di orario, Part-Time e disoc- 
cupazione. (Adjustment to the Recession un- 
der Uncertainty. With English summary.) 

DeU’Arfaga, C. and Fresutto, C. Lo ilitta- 
mento sahriole. (Wage Drift.) 

Jespersen, J. “Wage Fixing” and “Demand 
Management”: The Cures for Stagflation — 
New Keynesianism. t 

Patrizi, V. Measures of Concealed Employ- 
ment: Pitfalls and Insights. 

Robert!, P. EquitA e politiche social! . (Equity 
and Social Policy. With English summary.) 

conoaiia e Lavoro, Vol. SO, No. 3, July-Sept. 
1086 

Bernstein, L The Emergence of the American 
Welfare State: The New Deal and the New 
Frontier-Great Society. 

Bruni, M. and Franciosi, F. B. Scenari alter- 
natlvi di domanda e di oflerta di lavoro. (Alter- 
native Scenarios of Labour Demand and Sup- 
ply. With English summary.) 

Bruno, S. Incertezza, complexity e crisi della 
“economia del controllo.” (Uncertainty, Com- 
plexity and Crisis of the "Economics of Con- 
trol." With English summary.) 

Celata, G. Le piattafbrme per il rinnovo dei 
contratti nazionali delle categoric dell’indus- 
tria. (Union Demands for National Contracts 
Renewals.) 

Dahrendorf, R., et al. Labour Market Flexi- 
bility. Report by a High-Level Group of Ex- 
perts to the Secretary-General. 

Dal Co, M. Recent! sviluppi della contratta- 
zione collettiva negli Stati Uniti. (Concession 
Bargaining in die United States: Auto and 
Steel Industries. With English summary.) 

Ghent, S. Mercato duale e mobility del la- 
voro: un applicazione del modello Modigluni- 
Tarantelli. (Labour Mobility in a Dual is tic 
Labour Market. The Modigliani-Tarantelli 
Model. With English summary.) 

Guarna, C. and Turatto, R. Una vahitazione 
degli efletti della Legge 863/1964. I contratti 
di formazione e lavoro. f Training on the Job" 
Contracts in Italy. An Estimate of the Elects 
of Law 863/1964.) 

Hansen, C. B. U.S. Employment and Train- 
ing Policy: A Twenty-five Year Review, 1960- 
1968. 

MorikcUo, E. Efletti socisJi dells dboccupa- 
atone neUe riceithe socfotogiche inglesi degli 
anni trenta. (British Socfoiogical Research in 
the Thirties on the Soda] Effects of Unem- 
ployment. With English summary.) 

Stony, D. J. and Amfti, A. Employment Cre- 
■Bon at a Load Level fat the U.K. 


Economic and Social Review, VeL 18, No. 1, 
October 1966 

Fagan, C. and Murphy, A. Employers' Social 
Insurance Contributions and Employment. 

Gardiner, F. K. Community Security: The 
Irish Problem. 

Hourihan, K. Community Policing in Cork: 
Awareness, Attitudes and Correlates. 

Hughes, G. Employers' Social Insurance Con- 
tributions and Employment: Reply. 

OHiordan, W. K. An Alternative Measure of 
Employment Intensity. 

Economic and Social Review, VoL 18, No. 2, 
January 1967 

Ke B eher, P. Familism in Irish Capitalism in 
the 1980s. 

Toner, M. Towards an Agricultural Prices In- 
dex for Ireland 1650-1914 

Economic Compu ta tion end Economic Cyber- 
netics Studies and Research, Vol. 21, No. 2, 
1966 

Dumitrescu, V., et al. Graphical Systems Us- 
ing the BASIC Interpreter — A Simple Inter- 
active Graphical System. 

McCarl, H. N.j Freda, C. and Cariea, F. 
Substituting Energy Technologies. 

Nfcoleacu, I. and Boconcios, R. Mathematical 
Model for Optimizing the Functioning of the 
National Energy System. 

Pop, M. C. M., et al. Entropy and Develop- 
ment: A Regional Approach to Energy Prob- 
lems. 

Freda, G. Glossary of Terms in the Field of 
Energy Conservation Economy. 

Roosters, I., et al. Economic Efficiency of In- 
vestment in Energy Conservation. 

Economic Comp u t a tion and Economic Cyber- 
netics Studies and Research, Vol. 21, No. 3, 
1986 

Altar, M. The Romanian School of Economic 
Cybernetics. 

Dumitrescu, V,, et al. Using GBAS1C in the 
2D and 3D Applications. 

Curas, M. The Romanian School of Economic 
C y bernetics and the Development of Infor- 
matics. 

looescts, V., et al. Model for Es t ab li s hi ng the 
Co mp e titi v e n es s of the “SPOT 1 Loto fo Crude 
Oil Imports. 

Matsuy am a, K.| bjha, M. and Keheu, J. 

Revisiting Phdhpa' Model by Applying the 
Root Locus Method. 

Feacena, V. Demands of the Cy her netfca- 
tion of Informational and DecMonat Systems 
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to Agriculture. 

Rajfa-Sucio, C. and Oprescn, G. Adjusting 
the Supply Process with Stocking Stochastic 
Models. 

fl gt neiw , E. Cybernetics Education and 
Economic Informatics. 

Economic Development and Cultural Change, 
Vol. 35, No. 2, January 1967 

Byerloe, D. The Political Economy of Third 
World Food Imports: The Case of Wheat. 
Herdt, 8. W. A Retrospective View of Tech- 
nological and Other Changes in Philippine 
Rice Farming, 1965-1982. 

Ireaoo, W. R. Landholding, Agricultural 
Modernization, and Income Concentration: A 
Mexican Example. 

Jamison, D. T. and Lockheed, M. E. Partici- 
pation in Schooling: Determinants and Learn- 
ing Outcomes in Nepal. 

Johnson, M.j Parish, W. L. and Lin, E. 
Chinese Women, Rural Society, and External 
Markets. 

Katsman, M. T. Ecology, Natural Resources, 
and Economic Growth: Underdeveloping the 
Amazon: Review Article. 

Lyons, T. P. Interprovincial Trade and Devel- 
opment in China, 1957-1979. 

McMahon, C. Does a Small Developing 
Country Benefit from International Commod- 
ity Agreements? The Case of Codec and 
Kenya. 

Monlm, E. A.; Pearson, S. R. and Silva-Car- 
vaBm, J.-P. Welfare Effects of a Processing 
Cartel: Flour Milling in Portugal. 

NeHor, D. C. L. Sovereignty and Natural Re- 
source Taxation in Developing Countries. 

Economic Development and Cultural Change, 
VoL 35, No. 3, April 1967 

Baer, W. and Birds, M. The International 
Economic Relations of a Small Country: The 
Cate of Paraguay. 

Bolnfclt, B. B. Financial Liberalization with 
Imperfect Markets: Indonesia during the 
1670s. 

Fong. C.-O. Population- Development Pro- 
gram Implementation: The Malaysian Experi- 
ence. 

Cattichang, T. R- Economic Change, Disas- 
ters, and Migration: The Historical Case of 
Manchuria. 

Hanky, J. 8 . asnl Errisha, M. M. State Con- 
trol aod the Labor P r oduc ti vity Crisis: The 
Egyptian Textile Industry at Work. 

Lien, D.-H. Dt and Bates, R. EL Political Be- 
havior to die Co ff ee A gr e emen t 


Lockheed, M. E.« Jamison, D. T. and Lau, 
L. J. Farmer Education and Farm Effi- 
ciency: Reply. 

Ngatt, P. M. Tensions in Empowerment: The 
Experience of the Hartmbee (Self-Help) 
Movement in Kenya. 

Phillips, J. M. A Comment on Farmer Educa- 
tion and Farm Efficiency: A Survey. 

Richardson, H. W. The Costs of Urbanization: 
A Four-Country Comparison. 

Economic Geography, VoL 62, No. 3, July 1986 

Bradley, M. D. and Carpenter, M. C. 
Subsiding Land and Falling Ground-Water 
Tables: Public Policy, Private Liability, and 
'Legal Remedy. 

Hihner, J.; Smith, B. W. and Sullivan, J. A. 
The Utilization of Social and Recreational Ser- 
vices by the Elderly: A Case Study of North- 
western Ohio. 

Jones, B. C. Urban Support for Rural Devel- 
opment in Kenya. 

Kohsaka, H. The Location Process of Central 
Place System within a Circular City. 

Scott, A. J. Industrial Organization and Loca- 
tion: Division of Labor, the Firm, and Spatial 
Process. 

Economic History Review, Second Series, Vol. 
40, No. 1, February 1687 

Cato, P. J. and Hopkins, A. C. Gentlemanly 
Capitalism and British Expansion Overseas. 
II: New Imperialism, 1850-1945. 

French, M. J. The Emergence of a U.S. Mul- 
tinational Enterprise: The Goodyear Tire and 
Rubber Company, 1910-1939. 

Laxonick, W. Stubborn Mules: Some Com- 
ments [New Evidence of the Stubborn En- 
glish Mule and the Cotton Industry, 1878- 
1920]. 

Leseman, L. and MitcMson, R. Scottish Ille- 
gitimacy Ratios in the Early Modern Period. 

Ormrod, W. M. The English Crown and the 
Customs, 1349-63. 

Saxonhouse, C. and Wright, C. Stubborn 
Mules and Vertical Integration: The Disap- 
pearing Constraint? [New Evidence of the 
Stubborn English Mule and the Cotton Indus- 
try, 1878-1920], 

Economic Inquiry, Vol. 25, No. 1, January 1987 

• Alas, F. R-i SMHng , J. D. and Sirmans, 

C. F. Co ntra c tin g, Contingencies and Sin- 
gle-Family House Prices. 

• Bane l, Y. The Entrepreneur’s Reward for 

Self-policing. 

• Banal, Y. Knight's "Moral Hazard” Theory 
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of Organization. 

• Canto, V. A.; Ni che l ab i ir g, C. and Sim, P, 

The Elect of Fiscal Policy on the Short-run 
Relation between Nominal Interest Rates and 
Inflation. 

• Carter, C., at al. Agricultural Labor Strikes 

and Farmers’ Income. 

• Conlisk, J. Notes on Mincer’s Log-Earnings 

Model. 

HaB, C. D. Heterogeneous Firms: A Consum- 
er's Report [Heterogeneous Firms and the 
Organization of Production]. # 

• Hamermesh, D. S. and Menchflc, P. L. 

Planned and Unplanned Bequests, 
a Koenig, E. F. The Short-run ‘Tobin Effect” 
in a Monetary Optimizing Model. 

• Lang, K. Pareto Improving Minimum Wage 

Laws. 

a McChesney, F. S. Sensationalism, Newspa- 
per Profits and the Marginal Value of Water- 
gate. 

Meitner, A. H. Limits of Short-run Stabiliza- 
tion Policy: Presidential Address to the West- 
ern Economic Association, July 3, 1886. 

• Nelson, D. and Silberberg, E. Ideology and 

Legislator Shirking. 

Oi, W. Y. Heterogeneous Firms: Caveat 
Emptor [Heterogeneous Firms and the Orga- 
nization of Production]. 

a Reichenstein, W. The Impact of Money on 
Short-term Interest Rates, 
a Rowe, N. A Simple Macroeconomic Model 
with Monopolistic Firms. 

Economic Journal, Vol. 97, No. 385, March 1987 

Allsopp, C. The Rise and Fall of the Dollar: 
A Comment. 

a Andrews, M. J. The Aggregate Labour Mar- 
ket: An Empirical Investigation into Market- 
Clearing for the UK. 

a Daagupta, F. and Ray, O. Inequality as a De- 
terminant of Malnutrition and Unemployment: 
Policy. 

Dornbwach, R. Exchange Rate Economics: 
1086. 

• Ellis, C. J. and Fender, J. Bargaining and 

Wage Resistance in an Open Macroeconomic 
Model. 

Coodhari, C. Exchange Rate Economics 1986: 
A Comment. 

Henderson, M. Thesis Titles for Degrees in 
the United Kingdom 1985/86 and 1966/87. 

• Jonas, S. R, C. and Stock, J. H. Demand Dis- 

turbances and Aggregate Flu ct ua t ions: The 
Implications of Near Rationality. 

• Knight, J. B. and Sabot, R. H. Educational 

Policy and Labour Productivity: An Output 


Accounting Exercise. 

Koromzay, V.[ Llewelyn, J. aad Potter, S. 
The Rise and Fail of the Dollar: Some Expla- 
nations, Consequences and Lessons. 

• M a c Leod, W. B.j Norman, C. and TMsee, 

J.-F. Competition, Tacit Collusion aad Free 
Entry. 

• Manning, A. An Integration of Trade Union 

Models in a Sequential Bargaining Frame- 
work. 

• Rankin, N. Disequilibrium and the WeHaie- 

Maximising Levels of Government Spending, 
Taxation and Debt. 

• Stewart, M. B. Collective Bargaining Ar- 

rangements, Closed Shops and Relative Pay. 
Taylor, M. P. On Long-run Solutions to Dy- 
namic Econometric Equations under Rational 
Expectations [A Cautionary Note on the Inter- 
pretation of Long-run Equilibrium Solutions 
in Conventional Macro Models]. 

• Weitx man, M. L. Steady State Unemploy- 

ment under Profit Sharing. 

Economic Journal, Vol. 97, S u ppl e m e nt 1967 

• Beath, J.; Katswdacoa, Y. and Ulph, D. 

Sequential Product Innovation and Industry 
Evolution. 

• Btuadefl, R ; Ham, J. and MegUr, C. Unem- 

ployment and Female Labour Supply. 

• Cuthbertson, K. and Taylor, M. P. The De- 

mand for Money: A Dynamic Rational Expec- 
tations Model. 

• Cerosld, P. A.; Ulph, A. M. and Ulph, D. T. 

A Model of the Crude Oil Market in Which 
Market Conduct Varies. 

• Halm, F. H. On Involuntary Unemploy- 

ment. 

• Heady, C. Designing Taxes with Migra- 

tion. 

• Klemp erer, P. D. Entry Deterrence in Mar- 

kets with Consumer Switching Costs. 

Laffont, J.-J. Toward a Normative Theory of 
Incentive Contracts between Government 
and Private Firms. 

• Lnomos, C. and Sugden, R. Testing for Re- 

gret and Disappointment in Choice under Un- 
certainty. 

• Mflbourne, R. D. Re-examining the Buflrr- 

Stock Model of Money. M 

• Rid, A. A. Risk A vertigo in Quiggin and 

Yaari’s Rank-Order Model of Choice under 
Uncertainty. 

• Vaughan, R. N. Welfare A p proaches to the 

Measurement of Poverty, 
t Wadhwani, S. R- The Macroeconomic Impli- 
cations of Profit Sharing: Some Empirical Evt- 
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Ec o nomi c Modelling, VoL 4, No. 1, January 1987 
Harnett, A. Wealth and the Dynamic* of Mac- 
roeconomic Adjustment. 

Biarm, E.f Jensen, M. and Reymert, M. 
KVARTS- — A Quarterly Model of the Norwe- 
gian Economy. 

Easton, B. and Patterson, K. Interest Rates 
in Five Macroeconomic Models of the UK: 
Survey, Analysis and Simulation. 

Chaii, M. A. and Snow, M. S. Specification 
Error: A Generalized Test. 

Economic Record, Vd. 63, No. 178, September 
1986 

• Brooks, C. and Volker, P. The Probability of 

Leaving Unemployment: The Influence of 
Duration, Destination and Demographics. 

• Co*, J. P. Economic Growth and Income Sup- 

port Policy in Australia. 

• Fraser, R. W. Uncertainty and Production 

Quotas. 

• Hartley, P. Portfolio Theory and Foreign In- 

vestment — The Role of Non-marketed Assets. 

• IngHs, P. A. and Stromback, T. Migrants' Un- 

employment: The Determinants of Employ- 
ment Success. 

J onion, P. D. and Rankin, R. W. On Some 
Recent Developments in Monetary Econom- 
ics. 

• Ross, R. T. Analysis of the 1980 Sydney Sur- 

vey of Work Patterns of Married Women: Fur- 
ther Results. 

Economic Studies Quarterly, Vol. 38, No. 1, 
March 1987 

Asako, K. On the Optimal Short-run Money 
Supply Management under the Monetarist 
Long-run Money Supply Rule. 

Fidfaw, S. The Present Position of Macroeco- 
nomics. 

Isfafyama, Y. The Yen- Dollar Exchange Rate: 

Test of a Simple General Model. 

M mo, K. A Model of Investment with Exter- 
nal Adjustment Costs. 

Ogawa, K. Some Evidence on the Structure 
of the Forward Exchange Markets. 

Tanigawa, Y. On the Existence of Financial 
Intermediaries. 

Eoonfrnica, Vol. 31, No. 2-3, May-Dec. 1985 
B a lance , H. R. Expectadvaj y eficienda en 
ei meroado vitivinicola. Una nota expositoria. 
Elias, V. J. La productividad del sector pu- 
blico en h Argentina. (The Productivity of the 
Public Sector in Argentina. With English 
summary.) 

• Mantel, I. R. aad M ai tf r e aa Maotsi, A. M. 
Acerca de las vcnt^as comparadas de sistemas 


de "Crawling-Peg” activo y pasivo en la eco- 
nomla pequerta. (On the Comparative Advan- 
tage of an Active and a Passive "Crawling- 
Peg” Exchange Rate System for the Small 
Economy. With English summary.) 
Montuschi, L. Un Jndicador para medir el 
efectivo alcance de la sustitucifin de importa- 
ciones. (An Indicator to Measure the Actual 
Extent of Import Substitution. With English 
summary.) 

Nufiez Miftana, H. Distribucfon del ingreso 
y crecimiento econdmieo: una propuesta de 
integracion de diferentes tradiciones. (Income 
Distribution and Economic Growth: An Inte- 
grated Proposal of Different Traditions. With 
English summary.) 

Economica, Vol. 53, No. 212, November 1986 

a Bolle, F. On the Oligopolistic Extraction of 
Non-renewable Common-Pool Resources, 
a Burgstaller, A. Undying Ricardo’s Theories of 
Growth and Comparative Advantage. 

• Cohn, E. and Kiker, B. F. Socioeconomic 

Background, Schooling. Experience and Mon- 
etary Rewards in the United States. 

• Ekelund, R. B., Jr. and Shieh, Y.-N. Dupuit, 

Spatial Economics and Optimal Resource Al- 
location: A French Tradition. 

• Hall, S. C.; Henry, S. C. B. and Wren-Lewis, 

S. Manufacturing Stocks and Forward- 
Looking Expectations in the UK. 

• Hansson, I. Market Adjustment and Invest- 

ment Determination under Rational Expecta- 
tions. 

• Henderson, J. S. and Henderson, R. H. 

Perversity in Factor Demand Curves — Simu- 
lation and Theory. 

• Marsden, J. R. and Pingry, D. E. Engineer- 

ing Production Functions and the Testing of 
Quantitative Economic Hypotheses. 

• Nolan, B. Unemployment and the Size Distri- 

bution of Income. 

• Smith, V. K. Another View of the State of En- 

gineering Production Functions. 

Wibe, S. Observable and Non-observable 
Data: A Reply [Engineering Production Func- 
tions — A Survey]. 

Economics of Education Review, Vol. 6, No. 1, 
1987 

Dhakal, D.$ Grabowsld, R. and Beibase, K. 
The Effect of Education in Nepal’s Traditional 
Agriculture. 

Eberts, R. W. Union-Negotiated Employ- 
ment Rules and Teacher Quits. 

Hoffman, E. P. Determinants of Youths' 
Educational and Occupational Goals: Sex and 
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Race Difference*. 

Juki, E. The Public/Private Division of Re- 
. sponsibility for Education: An International 
Comparison. 

Matoa-Diaz, H. University Education as a Ho- 
mogenizing Process: An Exploratory Study. 

Tucker, L B., 111. The Impact of Consumer 
Credentialism on Employee and Entrepre- 
neur Returns to Higher Education. 

Economics of Planning, VoJ. SO, No. 2, 1986 

Hall, J. B. Hungary's Third' Model. ^ 

Karunaratne, N. D. An Input-Output Ap- 
proach to the Measurement of the Information 
Economy. 

Lahiri, S. Feasibility and Stability in Inter- 
temporal Information Flows. 

tconomie Appliqifee, Vol. 39, No. 2, 1986 

Broniatowsld, M. and Kebabdjian, C. Infla- 
tion et dynamkjue des prix: un traitement non 
paramdtrique de donn£es fran^aises. (Inflation 
and the Dynamic of Prices: A Non Parametric 
Study of French Series. With English sum- 
mary.) 

Delaunay, J.-C. Comptes 1 prix constants ct 
mesure du taux de la plus-value. (National 
Accountings at Constant Prices and Evalua- 
tion of the Rate of Surplus-Value. With En- 
glish summary.) 

Girardin, E. Estimation en longue plriode 
d'une fonction d'investissement pour le Roy- 
aume-Uni: 1881-1979. (Estimation of an In- 
vestment Function for the United Kingdom 
in the Long Run: 1881-1979. With English 
summary.) 

Lavoie, M. Chdmage classique et chdmage 
keyifesien: un pr£texte aux politique* d'aus- 
tdrife. (Classical Unemployment and Keynes- 
ian Unemployment: A Pretext for Policies 
of Austerity. With English summary.) 

Mirlesse, D. and Royer, D. Dynamique du 
chAmage et attractions du plein-emploi. (Un- 
employment Dynamics and Full- Employ men I 
Attractions. With English summary.) 

Sieber, R. Accumulation de capital, proprfefe 
dtreng&re et bien-Atre national rn presence 
de facteurs de production spdcifiques et de 
biens non -^changeable* . (Capital Accumula- 
tion, Foreign Ownership and National Wel- 
fare with Specific Factors of Production and 
Non-tradable Goods. With English summary ) 

tconomie AppHquAe, Vol. 30, No. 3, 1987 

Amendola, M. and Caffard, J, L. Technology 
as an Environment: A Suggested Interpreta- 
tion. 


Arena, R. and FroescMe, C. Formes de 
progrts technique, sequences d'dqudibres 
temporaires et stability Aconomique. (Forms 
of Technical Pro g res s . Sequences of Tempo- 
rary Equilibrium and Economic Stability. 
With English summary.) 

de Boissieu, C. Quelquet inflexions sur f ana- 
lyse Aconomique des innovations finaneferet. 
(Some Reflections on the Economics Analysis 
of Financial Innovation. With English sum- 
mary.) 

Foray, D. and Le Bat, C. Difusion de l'in no- 
vation dans 1’industrie et fonction de re- 
cherche technique: dichotomic ou integra- 
tion. (Innovation Diffusion in Industry and 
Technical Research Function: Dichotomy or 
Integration. With English summary.) 

L£vy-Carboua, L. Innovations et diffusion des ' 
produits de consummation. (Innovations and 
the Diffusion of Consumer Goods With En- 
glish summary.) 

Metcalfe, J. S. and Gibbons, M. Technologi- 
cal Variety and the Process of Competition. 

Temph, P. Le processus d'innovation dans les 
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ment du march* du credit et innovattous fi- 
nancihres. (With English summary.) 
Girardia, E. and Mania, W. Defied budge- 
tain et deficit externe: use analyse emp*- 
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rique. (With English summary.) 

J a o qa emfai, A. Comportements coilusiis et ac- 
cords en reeherche-dyveloppement. (With 
English summary.) 

Ullmo, B. Politique de 1'empioi. 

Revue Ecmnomique, VoJ. 37, No. 6, November 
1986 

Breton, Y. La place de la statistique et de l’ar- 
ithm&ique politique dans la mdthodologie 
Aconomique de Jean-Bap tiste Say le temps 
des ruptures. (The Role of Statistics and Politi- 
cal Arithmetic in the Economic Methodology 
of Jean-Baptiste Say at the Time of the Rup- 
tures. With English summary.) 

C&ng, J.-P. and Meunier, F. La disinflation 
en France: Le point de vue de l’dconomfetre. 
(The French Disinflation. With English sum- 
mary.) 

Jaroutse, J.-P. and Mingat, A. Un r6examen 
du module de gains de mincer. (A Re-appraisal 
of Mincer’s Earnings Model. With English 
summary.) 

Lone, J.-F. and Morin, P. La boucle prix-sa- 
laires .des modules de 1’dconomie fran^aise. 
Structure et robustesse. (The Wage-Price Spi- 
ral of the Models of the French Economy: 
Structure and Robustness. With English sum- 
mary.) 

Mincadet, A. and Sicsic, P. La disinflation: 
1082-1965. Une analyse varianrtelle. (Disin- 
flation in France: 1982-1985. With English 
summary.) 

S te r dy n lak , H. and Villa, P, Des conse- 
quences conjoncturelles de la regulation mon- 
etaire. (Die Choice of the Intermediate Target 
in an Overdraft Economy. With English sum- 
mary.) 

Revue Fronnsaiqur. Vol. 38, No. 1, January 1987 

Bomd, P. A propos du “Statut de la rente 
chez Srafa.” Une note. 

Frnbms, X. Leftist d'irrdversibilite dans le 
cfaoix de grands projet*. (The Irreversibility 
Elect in the Choice among Large Projects. 
With English summary.) 

Clah, M. Les foodements mlcro-dconomiques 
de b jurisprudence coocurrentielle (fnu>galse 
et c u ropdenne). (Die Microeconomic Founda- 
tions of French aid EEC Antitrust Cases. 
With English summary.) 
norland, M. Leon Walras un cas pour la sod- 
otogte. 

UdWs, P. Les restrictions voloatairesd ex- 
portations: Une analyse macto-d co no m lq u een 
idgtoe de changes flea&bt. (The Voluntary 
R estra i nts : A M a croeconomic Analysis 


under Flexible Exchanges Rates. With En- 
glish summary.) 

Laflbat, J.-J. Le risque moral dans la relation 
de mandat. (Moral Hazard in the Principal- 
Agent Relationship. With English summary.) 

Laussel, D. and Soubeyran, A. Le retour op- 
timal ft la solvability dune ftconomie endettye: 
Une introduction. (Optimal Adjustment Poli- 
cies of a Small Open Indebted Economy: An 
Introduction. With English summary.) 

Perlman, M. An Essay on Karl Pribram's A 
Hitiory of Economic Reatoning. 

Tounei-Martinache, M. Degr6 de dAveloppe- 
ment des systftmes financiers et redeploy- 
ment g£ographique des banques. Une inter- 
p rotation en termes d'avantages compares de 
pays et de secteur. (The Current Develop- 
ment of Financial Systems and Geographical 
Trends in Banking: A Comparative Analysis 
of the Advantages by Country and by Sector. 
With English summary.) 

Rivista Internationale di Scienze Ecooomiche e 
Com me i-dali, Vol. 33, No. 9, September 1986 

Bartoii, H. La flexibility du travial et les li- 
mites de la flexibilisation. (Labour Flexibil- 
ity and the limits of Flexibilization. With En- 
glish summary.) 

Bruni, F. and Monti, M. Protezionismo valu- 
tario e integrazione Internationale. (Foreign 
Exchange Controls and International Eco- 
nomic Integration. With English summary.) 

Dagum, C. Economic Model, System and 
Structure, Philosophy of Science and Lakatos’ 
Methodology of Scientific Research Programs. 

Montcsano, A. Una riformulazione delb teoria 
monetaria di Walras. (A Restatement of Wal- 
ras’ Theory of Money. With English sum- 
mary.) 

Rivista di Pobttea Economics, Vol. 76, No. 10, 
October 1986 

Maseru, F. Problematic* della m on eta. 

Roncagfta, A. E ancora utile una politics def 
redditiP Risposta. 

Saochetti, U. “Brett on Woods”: prime linee 
di un’analisi critic*. 

Savona, P. E ancora utile una politics dei red- 
diti? Replica. 

Savona, P. E ancora utile una politics del red- 
diti? Note. 

Rivista di PeUtica Econo mi c a , Vol. 76, No. 11, 
No ve mber 1966 

B ert occ o , C. La ribvenza degii obiettivi fnter- 
roedi per b politic* monetaria; oaservazkmi 
suH’esperienza Italian*. 
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Ddbono, F. Decision! di invert! men to e bar- 
riere strotegiche all'entrata in modelli di oligo- 
polio. 

Giannooe, A. Intomo alls revukme del 
sistema di contabiliti nazionale. 

Ri vista di Politic* Economics, Vol. 76, Suppl. 
Doc. 1965 

Gilead, G. International Difference* in 
Comparative Price Levels and Exchange 
Rates: An Analysis by Production Sectors in 
a Varying Parameter Model. 

Heimler, A. Cost, Prices and Income Distri- 
bution in Italian Industry. 

NkeoU, A. Efficiency of Microeconomic In- 
come Distribution and Global Productivity 
Differentials. 

Potestio, P. The Relationship between Work- 
ing Hours and Employment in Italian Manu- 
facturing Industry between 1965 and 1963. 

Seian, V. Technology versus Employment: A 
Distorted Problematic. 

Tronuno, M. Intersectoral Inflation Propaga- 
tion and Macroeconomic Hypotheses: Recent 
Contributions and Further Outlook. 

Tucci, C. Regulation and ‘'Contestability" in 
Formulating an Air Transport Policy for the 
European Community. 

Ri vista di Storia Economic*, S.S., Vol. 3, No. 
3, October 1986 

B e r ns t e i n , M. A. Sulla ripresa economica 
negli Stati Uniti tra il 1929 e tl 1939. 

Bolchini, P. La difluskme dell innovazioni. 
Nota su un convegno veneziano. 

Eichengreen, B. Inflazione e ripresa econo- 
mica negli anni *20. 

Calassi, F. L. Stasi e sviluppo nellagricoltura 
toscana, 1870-1914 primi risuhati di uno 
studio aziendole. 

Rodano, G. Sul Mattioii: replica dell autore. 

Scandinavian Economic History Review, Vol. 34, 
No. 3, 1966 

PcMbak, O. The Danish Trading Companies 
of the Seventeenth and Eighteenth Centuries. 

Oakley, S. P. Reconstructing Scandinavian 
Farms 1660-1660: Sources in Denmark, Ice- 
land, Norway and Sweden. 

S candina vian Journal of Economics, Vol. 86, No. 
4, 1966 

• Claras, R. D. and Latsanre, P. Sectoral Sup- 

ply of Minerals of Varying Quality. 

Fire, R. On the Existence end Equivalence ■ 
of Three Joint Production Functions. 

* Heftnen, K. and M arsis n, J. R. Testing In- 


formational Assumptions in Common Value 
Bidding Models. 

• Murdoch, J. C. rad Sandler, T. The Political 

Economy of Scandinavian Neutrality, 
•ffiduicider, F. Estimating the Size of the Dan- 
ish Shadow Economy Using the Currency De- 
mand Approach: An Attempt. 

• Svensson, L.-C. National Income and Mar- 

ginal Taxes. 

Scandinavian Journal of Econo m ics, V«L 69, No. 
1, 1967 

• Atkinson, A. B. James M. Buchanan's Contri- 

butions to Economics. 

Buc h a n an, J. M. Bibliography of James M. 
Buchanan's Publications, 1949-1986 

• Cross, R. B. Hysteresis and Instability in the 

Natural Rate of Unemployment. 

• Cuiem, C. C. Foreign Trade Behavior in a 

Small Open Economy (Belgium 1970-1960). 
Fire, R. and Lehmijolri, U. On Quasi-convex- 
ity of the Cost Function. 

Kemp, M. C. and Long, N. V. Union Power 
in the Ijong Run. 

• Lamdany, R. and Dodhiac, J. The Dollariza- 

tion of a Small Economy. 

• Lfifgren, K.-C. and Ranneby, B. Behavioral 

Modes for a Finn Facing an Uncertain Supply' 

or Demand Curve. 

Scbweixerische Zeitscfarift fur VolkswirtsduA 
und SUtritik. VoL 123, No. 1, March 1967 

Baumberger, J. Barro. “Macroeconomics." 
Ein MaktrSumer probt den Aufstand. 

• Carlevaru, F.j Chase, J.-P. and Spferer. C. 

Le determinants de revolution annuelle de 
la con semination d'energie en Suisse. (The 
Determinants of the Evolution of the Annual 
Energy Consumption in Switzerland. With 
English summary.) 

• Daflon, B. and Soiari. P. Les parts des can- 

tons aux recettes federates: evolution et inci- 
dences en 1983. (The System of Revenue- 
Sharing between the Federal Government 
and the Cantons of Switzerland: Evolution and 
Incidence in 1963. With English summary.) 

• Ritnr. E. Mieterschutx und Wohmings- 

markt Die Mietpreisbeschtinhung im 
sch w eter iachen Missbravxhsb«chhm-(Tco- 
ant Protection and the Rrntal Housing Mar- 
ket. The Regulation of the Prices of Rental 
Housing in the Swiss L e g i slation against 
Abuses. With English summary.) 

• Thafanaan, P. Exp lica ti on etnpirique des lay- 

ers lausannois. (A Hedonic Approac h to Ex- 
plaining Rents in the Community of Lau- 
sanne. With English summary.) 
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Science and Society, Voi. 51, No. 1, Spring 1987 

Colodny, R. C. The Problem of the Ruling 
Class in Marxist Theory: A Comment. 

Harrison, B. Cold Bath or Restructuring? An 
Expansion of the Weisskopf-Bowies-Gordon 
Framework. 

Wolf, E. K. The Peasant War in Germany: 
Friedrich Engels as Social Historian. 

Social Choice and Welfare, Voi. 3, No. 4, 
December 1986 

Chaudhuri, A. Some Implications of an Inten- 
sity Measure of Envy. 

Chun, Y. The Solidarity Axiom for Quasi-lin- 
ear Social Choice Problems. 

Kelly, J. S. Condorcet Winner Proportions. 

Moulin, H. Choosing from a Tournament. 

Hiker, W. H. The First Power Index. 

M«y, J- Generalized Social Welfare Func- 
tionals: Welfarism, Morality and Liberty. 

Social Choice and Welfare, Voi. 4, No. 1, March 
1987 

Austen-Smith, D. Parties, Districts and the 
Spatial Theory of Elections. 

Basu, K. Achievements, Capabilities and the 
Concept of Well-Being: A Review of Com- 
modities and Capabilities by Amartya Sen. 

Kelly, J. S. An Interview with Kenneth J. Ar- 
row. 

Kefly, J. S. Profile Restrictions and Strategy- 
Proofitess. 

Mea rt Bi C, Paretian Efficiency, Rawls ian 
Justice and the Noziek Theory of Rights. 

RepaBo, R. A Simple Proof of Maskin'* Theo- 
rem on Nash Implementation. 

Salonen, H. Partially Monotonic Bargaining 
Solutions. 

Social and Economic Studies, Voi. 35, No. I, 
March 1986 

Barrett, L Administrative Problems of Small 
Island States with Particular Reference to the 
States of the Eastern Caribbean. 

Boswell, T. D. The Characteristics of Internal 
Migration to and from New Providence bland 
(Greater Naasau), Bahamas 1960-1970. 

Davies, O. An Analysis of the Management 
of the Jamaican Economy: 1972-1965. 

Messiah, J. Establishing a P r o gr amme of 
Women and Development Studies in the 
University of the West Indies. 

Witter, M. and Hamfeesingh, D. An Analysis 
of the Internal Sectoral Structure of the Jamai- 
can Economy: 1969-1974. 

Worral, K. looking Again at Economic De- 
velopment Review Article. 


Social and Economic Studies, Voi. 35, No. 2, June 

1986 

Anderson, P. Conclusion: Women in the Ca- 
ribbean. 

Barrow, C. Finding the Support: A Study of 
Strategies for Survival. 

Massiah, J. Work in the Lives of Caribbean 
Women. 

Massiah, J. Women in the Caribbean Project: 
An Overview. 

Odie-AH, S. Women in Agriculture: The Case 
of Guyana. 

Powell, D. Caribbean Women and Their Re- 
sponse to Familial Experience. 

White, A. Profiles: Women in the Caribbean 

Project. 

Social and Economic Studies, Voi. 35, No. 3, 
September 1986 

Massiah, J. Postscript: The Utility of WICP 
Research in Social Policy Formation. 
McKenzie, H. The Educational Experiences 
of Caribbean Women. 

Safa, H. 1. Economic Autonomy and Sexual 
Equality in Caribbean Society. 

Social Science Quarterly, Voi. 68, No. I, March 

1987 

Claaberg, D. S. Control of Capital Flows and 
Class Relations. 

Jacobs, J. A. The Sex Typing of Aspirations 
and Occupations: Instability during the Ca- 
reers of Young Women. 

Jones, W., Jr. and Keber, K. R. Issue Visibil- 
ity and the Effects of PAC Money. 

South, S. J. Metropolitan Migration and Social 
Problems. 

Social Security Bulletin, Voi. 50, No. 1, January 
1987 

• Lopez, E. A. Constitutional Background to 

the Social Security Act of 1935. 

Soda! Security Bulletin, Voi. 50, No. 2, February 
1987 

• Sammartino, F, J. The Effect of Health on 

Retirement. 

• Yeas, M. A. Recent Trends in Health near the 

Age of Retirement: New Findings from the 
Health Interview Survey. 

Social Security Bulletin, Voi. 50, No. 3, March 
1967 

• Packard, M. D. Income of New Disabled- 

Worker Beneficiaries and Their Families: 
Findings from the New Beneficiary Survey. 

• RockUn, S. G. and Mattson, D. R. The Em- 



Current Periodicals 


1513 


ployment Opportunities for Disabled Ameri- 
cans Act: Legislative History and Summary 
of Provisions. 

South African Journal of Economics, Vol. 54, No. 

3, September 1986 

Agu, C. C. Financial Institutions and Eco- 
nomic Development: The Experience of Nige- 
ria. 

Cloete, J. J. Recent Exchange Rate Policy in 
South Africa — A Critique. 

Fourie, F. C. N. Second Thoughts on Eco- 
nomic Forecasting. 

Gidlow, R. M. Intervention in the Forward 
Market by the Reserve Bank under the Spot- 
Swap System. 

Holden, M. A Note on Purchasing Power Par- 
ity in South Africa. 

Penny, N. J. H. Migrant Labour and the 
South African Gold Mining Industry: A Study 
of Remittances. 

van Rensburg, B. P. J. Konstitusionele Ver- 
nuwing en die Groei van die Owerheidsektor 
in Suid-Afrika. 

Tridimas, C. Effective Demand and the 
Switch from Direct to Indirect Taxes in South 
Africa. 

South African journal of Economics, Vol. 54, No. 

4, December 1986 

Abedian, I. and Standish, B. Market Imper- 
fections and Unemployment: A Model of the 
South African Labour Market 1900-1940. 

Gerson, J. Unemployment in South Africa. A 
Reply. 

Kohn, R. E. and Mcisel, J. B. Total Satiation 
and Competitive Equilibrium: A Reply. 

Penny, P. E. An Opposing View on Site Rat- 
ing [The Site Value Tax: An Evaluation]. 

Poftras, C. Futures Hedging Policies for the 
South African Gold Mining Industry. 

Reekie, W. D. The Economics of Business 
and the Business of Economics. 

Solomon, D. The Site Value Tax: A Reply [The 
Site Value Tax: An Evaluation]. 

Teck, H. H. Effects of Technical Progress and 
Foreign Labour Importation on Shifting 
Comparative Advantage: A Geometrical 
Note. 

Thornton, J. A Note on Repurchase Agree- 
ments, Bank Behaviour and Monetary Policy. 

Toml ins o n , R. and Addteson, M. Trends in 
Industrial Decentralisation: An Examination 
of Bell's Hypothesis. 

Tran, M. L. Economics and Politics in South 
Africa Today. 


Southern Economic Journal, Voi. 53, No. 3, 
January 1987 

f . 

• Anderson, K. H.; Butler, J. S. and Sloan, 

F. A. Labor Market Segmentation: A Clus- 
ter Analysis of Job Groupings and Barriers 
to Entry. 

a Auk, R. W. and Ekdund, R. B., Jr. The 
Problem of Unnecessary Originality in Eco- 
nomics. 

• Bdadj, H. and Naqvi, N. An Analysis of 

Wage Differentials for a Small Open Econ- 
omy. 

• Bohara, A. K.; Bradley, M. C. and McNouro, 

R. F. New Evidence on Targets for Mone- 
tary Policy. 

• Chavas, J.-P. Constrained Choices under 

Risk. 

• Cover, j. P. and Keeler, J. P. Estimating 

Money Demand in Log-First- Difference 
Form, 

• Deno, K. T. and Mehay, S. L. Municipal 

Management Structure and Fiscal Perfor- 
mance: Do City Managers Make a Differ- 
ence? 

Elder, H. W. An Economic Analysis of Factor 
Usage and Workplace Regulation: Reply. 

• Fuhrer, J. C. Information Gathering and Ex- 

pectation Formation under Model Uncer- 
tainty. 

• Hem, S. E. Monetary Announcements and In- 

terest Rate Responses. 

Hexter, J. L. Measuring Relative Concentra- 
tion [Relative Concentration of the Largest 
500 Firms). 

Jordan, W. J. The Theory of Optimal High- 
way Pricing and Investment: Reply. 

• Lee, W. Y. and Thalmr, A. V. Regulatory 

Pricing and Capital Investment under Asym- 
metric Information about Cost. 

• Leeds, M. A. Bargaining as Search Behavior 

under Mutual Uncertainty. 

Morrison, S. A. The Theory of Optimal High- 
way Pricing and Investment: Comment. 
Obon, D. O. and Shieh, Y.-N. An Economic 
Analysis of Factor Usage and Workplace Reg- 
ulation: Comment. 

• Roback, J. Determinants of the Local Unem- 

ployment Rate. 

• Scoggins, J. F. Welfare Evaluation and 

Household Production with Non - cons ta nt Re- 
turns to Scale. 

• Shaw, K. L. Occupation Change, Employer 

Change, and the Tranferabikty of Skills. 
Syfcn, D.t Smith, W. J. and Faraday, J. P. 
On the Measurement of Tax Progressrvity: An 
Implication of the Atkinson Theorem. 
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Southern Journal of Agricultural Economic*, Vol. 
18, No. 8, D ec em b er 1886 

Adefeja, A. and Hoque, A. A Multi-product 
Analysis of Energy Demand in Agricultural 
Subsectors. 

Alexander, V. J.; Musser, W. N. and Mason, 
G. Futures Markets and Firm Decisions un- 
der Price, Production, and Financial Uncer- 
tainty. 

Atlantan, K. A. and Boggess, W. C. A Sto- 
chastic Dominance Analysis of Alternative 
Marketing Strategies for Mixed Crop Farms 
in North Florida. 

Atwood, J., et al. Performance of Risk-Income 
Models Outside the Original Data Set. 

Bedock, R„ et al. A Microcomputer Package 
to Teach the Simplex Algorithm. 

Duffy, P. A.; Richardson, J. W. and Smith, 
E. G. Effects of Alternative Farm Programs 
and Levels of Price Variability on Texas Cot- 
ton Farms. 

Eastwood, D. B.j Brooker, J. R. and Terry, 
D. E. Household Nutrient Demand: Use of 
Characteristics Theory and a Common At- 
tribute Model. 

Fa, T. T.; Fletcher, S. M. and Epperson, 
J. E. Acreage Planting Decision Analysis of 
South Carolina Tomatoes: Neriovian versus 
Just Risk Model. 

Gunter, L. F. Wage Determination for Regu- 
lar Hired Farm Workers: An Empirical Analy- 
sis for Georgia. 

Gustafson, C. R. Measuring the Productivity 
of Capital in United States Agriculture. 

Henning, S. A. and Eddleman, B. R. Intra- 
and Inter-state Transferability of Soybean Va- 
riety Research. 

Kflunr, C. and LiebHch, M. Financial Analysis 
of On-Farm Grain Drying. 

Kbmocan, H. and Sullivan, G. Monopsonistic 
Food Processing and Farm Prices: The Case 
of the West Alabama Catfish Industry. 

KJuimcaa , H.; Cache, O. and Hanson, G. D. 
Elects of Selected Tax Policies on Manage- 
ment and Growth of a Catfish Enterprise. 

McCarl, B. A. and Apland, J. Validation of 
Linear Programming Models. 

Mfler, S. E. Forward Contracting versus 
Hedging under Price and Yield Uncertainty. 

M osel e y, A. E.; S p ree n, T. H. and Pheasant, 
J. W. A Mixed-Integer Programming Analy- 
sis of die Structure' of a Florida-Based Cattle 
Feeding Industry. 

Mai, H. W.{ Bradford, C. L. and Aii, M. M. 
Modeling the Demand for Durable Inputs: 
Distributed Lags and Causality. 


Musser, W. N.; McCarl, B. A. and Smith, 
C.S. An Investigation of the Relationship be- 
tween Constraint Omission and Risk Aversion 
in Firm Risk Programming Models. 

Nutt, P. J.» Reed, M. R. and Slwes, J. R. 
Farm Level Corn Acreage Response Estima- 
tion. 

Perry, G. M., et al. Analyzing Tenure Ar- 
rangements and Crop Rotations Using Farm 
Simulation and Probft Analysis. 

Ramaratnam, S. S., et al. Risk Attitudes and 
Farm/Producer Attributes: A Case Study of 
Texas Coastal Bend Crain Sorghum Produc- 
ers. 

Roberts, R. K. Plant Nutrient Demand Func- 
tions for Tennessee with Prices of Jointly Ap- 
plied Nutrients. 

SdinkLey, C. D. and Sonka, S. T. Systems 
Design Procedures for Farm Accounting. 

Shonkwiler, J. S. and Spreen, T. H. Statisti- 
cal Significance and Stability of the Hog Cy- 
cle. 

Trapp, J. N. A Methodology for Estimating 
Integrated Forecasting/Decision Model Pa- 
rameters Using Linear Programming. 

Viscencio-Brambilla, H. and Fuller, S. 
Effects of Port User Fees on Export Crain 
Flow Patterns. 

Zimet, D. J. and Spreen, T. H. A Target 
MOTAD Analysis of a Crop and Livestock 
Farm in Jefferson County, Florida. 

Soviet Economy, Vol. 2, No. 3, July-Sept. 1986 

Becker, A. S. Soviet Union and the Third 
World: The Economic Dimension. 

Colton, T. J. The Military and Economic Re- 
form: A Comment (The Soviet Military-In- 
dustrial Complex and Economic Reform]. 

Cooper, J, The Soviet Military-Industrial 
Complex and Economic Reform: Com- 
ments. 

Kanet, R. E. Economic Aspects of Soviet Pol- 
icy in the Third World: A Comment. 

Lavigne, M. Comment on the Economic Di- 
mension of Soviet Interaction with the Third 
World. 

Trend, V. G. A Turning Point in Availability 
of Soviet Economic Statistics? 

Wefekhardt, G. G. The Soviet Military-In- 
dustrial Complex and Economic Reform. 

Soviet Economy, Vol. 2, No. 4, Oct. -Dec. 1986 

Goodman, S. E. and McHenry, W. X. 
Computing in the USSR: Recent P r ogress and 
Policies. 

Hanson, P. The Shape of Gorbachev’s Eco- 
nomic Reform. 
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HawM, E. A. Gorbachev at Two Yean: Per- 
spective on Economic Reforms. 

Hough, J. F. The Gorbachev Reform: A Maxi- 
mal Case. 

Judy, B. W. Computing in the USSR: A Com- 
ment. 

Schroeder, G. E. Gorbachev: "Radically” Im- 
plementing Brezhnev’s Reforms. 

Survey of Current Business, Vol. 68, No. 10, 
October 1986 

Herr, E. M. Capital Expenditures by Major- 
ity-Owned Foreign Affiliates of U.S. Compa- 
nies, 1966 and 1967. 

Shea, M. A. U.S. Affiliates of Foreign Compa- 
nies: Operations in 1984. 

Survey of Current Business, Vol. 66, No. 11, 
November 1966 

Moran, L. R. Motor Vehicles, Model Year 
1986. 

• Tice, H. S. and Moczar, L. J. Foreign Trans- 
actions in the National Income and Product 
Accounts: An Overview. 

Tfidschrift Voor Economic en Management, Vol. 
31, No. 4, 1986 

Brealey, R. A. Innovation in the British Secu- 
rities Markets. 

Miller, M. H. The Academic Field of Finance: 
Some Observations on Its History and Pros- 
pects. 

Van HuDe, C. Corporate Restructuring. 

Vanthienen, L. and Vermaelcn, T. The Elect 
of Royal Decree 15 on Security Prices and 
Financing Decisions. 

Vermaelen, T. Encouraging Information Dis- 
closure. 

Tfydschrift Voor Ecooomie ea Management, Vol. 
at. No. 1, 1987 

De Crauwe, P. Is de ideologiscbe Ideur van 
regeringen belangrijk voor de evoiude van de 
werkloosheid en de infix tie? 

Eyskens, M. Uttdagingen voor bet I.M.F. en 
de Wereldbank. 

Peeters, C.j Verbeke, A. and Wfaihefosans, W. 
Eon gefotegreerd overheidsbeleid voor de 
Bdgiacho binnenvaartsector. 

T erwe du w e , D. The Newly and Semi-indus- 
trialixed Countries: A Critical Appraisal of the 
Country Classifications. 

Van Rooipuy, G. The f.sffrr Curve Proposi- 
tioe in a Unioniaed Economy. 

Vertooghoa, R. Sen toefcomstblik op de ener- 
gieprijxen. 


El Triaaestre Econo adoo, VoL 54, No. 813, Jan.- 
# Mar. 1987 

Ffrenck-Davis, R. and De Gregorio, J. 
Orfgenei y efectos del endeudamiento ex- 
temo en Chile. 

Frenkel, R. and Fanefli, J. M. La Argentina 
y el Fondo en la dAcada patada 

Ground, R. L. El sesgo recetivo de las politi- 
cal de ajuste del Fondo Mooetario Interna- 
ciorud. 

Ibarra, D. Antonio Sacristin Colts, un Qui- 
jote de la razAn economic*. 

Ikonicoff, M. La industrializacfon del Tercer 
Mundo en la prueba de los grandes cam bios. 

Kaiser, F. R. Quf sabetnos de Us teorixs cuan- 
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Atkinson, Glen W. — Instrumentalism and Eco- 
nomic Policy: Hie Quest for Reasonable 
Value 

Institutional economists argue that evolution- 
ary instrumentalism offers a superior scientific 
foundation for economic policy making than the 
prevailing equilibrium models. Because social 
evolution is guided by artificial rather than nat- 
ural selection, values must be incorporated into 
economic inquiry. Instrumentalists consider 
policy actions in terms of consequences rather 
than from antecedent natural states. Conflicts 
must be resolved without reference to a natural 
order. John Commons developed his theory of 
reasonable value from these concepts. He con- 
cluded that the process of the common law cou- 
pled with economic theory provides a means 
to separate unreasonable privilege from reason- 
able good-will created by public policy. J. Earn. 
Issues, Mar. 1987, 2J(1), pp. 189-202. Univer- 
sity of Nevada, Reno. 

Benton, Raymond, Jr. — Economics and the 
Loss of Meaning 

Economics can be looked at and interpreted 
from any number of perspectives. The present 
article suggests that economics can be studied 
beneficially as a belief system — as a mode of 
persuasion and as a system for the creatfon and 
inculcation of meaning. A model of religious 


belief systems is borrowed from anthropology, 
explained, and applied to economics. How eco- 
nomics creates and inculcates meaning is illumi- 
nated as well as the basis for its persuasion. 
The crises that economics as a belief system is 
faced with are discussed, as well as both tradi- 
tional and new sources for its lack of persuasion 
among many. The educational role of the social 
economist is discussed. Rev. Soc. Econ., Dec. 

1986, 44(3). pp. 251-67. Loyola University, 
Chicago. 

Dahl gran, Roger A. — Agricultural Economists 
in the Information Age: Awareness, Usage 
and Attitudes toward Electronic Biblio- 
graphic Databases 

The construction, content, and potential use 
of electronic bibliographic databases is dis- 
cussed. A survey of AAEA members indicates 
thaf both usage and unawareness of these data- 
bases are significant; that research and govern- 
ment agricultural economists are disproportion- 
ately users of electronic bibliographic databases 
while extension and agribusiness agricultural 
economists are disproportinatelv non users, that 
such databases average 28.9 percent useful cita- 
tions for agricultural economic searches, though 
this percentage can be raised with help from 
a professional librarian; and that AAEA mem- 
bers favor having their literature citation* in 
electronic form. Amer. J. Agr. Earn., Feb. 

1987, 69(1), pp. 166-73. University of Arixona. 

M0 CENBaAL Economic Thboot 
Stegman, Trevor R- — On the Rationality of the 
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This note argues that the claim that the ra- 
tional expectations hypothesis is a method of 
endogenizing the process of expectations forma- 
tion, which is based on the principles of optimi- 
zation, is not justified. The essential model-in- 
dependent property of the rational expectations 
hypothesis is that forecasts are unbiased. It is 
shown that, since costs of error are likely to 
be correlated with error magnitude, unbiased- 
ness is not a necessary property of a rational 
forecast and bias will be positively desirable 
when error costs are asymmetric or there are 
restrictions on the possible values of the vari- 
able to be forecast. Australian Econ. Pap. , Dec. 
1985, 24(45), pp. 350-55. University of New 
South Wales. 

Whalen, Charles J. — A Reason to Look beyond 
Neoclassical Economics: Some Major Short- 
comings of Orthodox Theory 
Unlike those employing neoclassical theory, 
dissenting economists are often asked to defend 
the methodological and theoretical foundation 
of their analyses. In providing one portion of 
such a defense, this article identifies a number 
of methodological, analytical, and practical 
shortcomings of conventional economics. While 
the essay does not claim to offer a complete 
list of such shortcomings, the weaknesses iden- 
tified are believed to form a solid critique of — 
and thus a reason to look beyond — orthodox 
theory. The author concludes by suggesting 
that a broader, problem-oriented view of eco- 
nomic science is required to address today's 
most pressing economic challenges. J. Econ. 
Issues, Mar. 1987, 21(1), pp. 259-80. Univer- 
sity of Texas, Austin. 

021 General Equilibrium and Disequilibrium 
Theory 

Epstein, Larry G. — The Global. Stability of Ef- 
ficient Intertemporal Allocations 
This paper describes a continuous time model 
of an economy with finitely many infinitely- 
lived consumers and a finite number of capital 
goods. Two objectives are achieved. First, re- 
cursive (nonadditive) utility functionals are for- 
mulated and analyzed. Second, these prefer- 
ence functionals are applied to analyze the 
nature of efficient allocations in a dynamic econ- 


omy. Two classes of global turnpike proposi- 
tions are proven which provide the basis for a 
model of the long-run distribution of wealth. 
These propositions also provide new perspec- 
tive regarding existing stability literature based 
on additive utilities. Econometrica, Mar. 1987, 
55(2), pp. 329-55. University of Toronto. 

Epstein, Larry G. — A Simple Dynamic Gen- 
eral Equilibrium Model 
This paper analyzes a single sector economy 
with H>1 infinitely-lived agents that operate 
in a continuous time framework. Utility Junc- 
tions are recursive but not additive. Both effi- 
cient and perfect foresight competitive equilib- 
rium allocations are considered. The existence 
and stability of such allocations are investigated 
locally, i.e., in a neighborhood of steady state 
allocations. The model is shown to be useful 
for explaining the distribution of wealth and 
consumption across agents, and for analyzing 
the way in which wealth redistribution can af- 
fect the dynamics of aggregate economic vari- 
ables. J. Econ. Theory, Feb. 1987, 4J(1), pp. 
68-95. University of Toronto. 

Huang, Chi-fii — An Intertemporal General 
Equilibrium Asset Pricing Model: The Case 
of Diffusion Information 
This paper provides sufficient conditions for 
the equilibrium price system and a vector of 
exogenously specified state variable processes 
to form a diffusion process in a pure exchange 
economy. The conditions involve smoothness 
of agents’ utility functions and certain nice prop- 
erties of the aggregate endowment process and 
the dividend processes of traded assets. In place 
of the dynamic programming, a martingale rep- 
resentation technique is utilized to characterize 
equilibrium portfolio policies. This technique 
is useful even when there does not exist a finite 
dimensional Markov structure in the economy 
and thus the Markovian stochastic dynamic pro- 
gramming is not applicable. Agents are shown 
to hold certain hedging mutual funds and the 
riskless asset. In contrast to earlier results, the 
market portfolio does not have a special role 
in hedging, since the markets are dynamically 
complete. When there exists a finite dimen- 
sional Markov system in the economy, the di- 
mension of the hedging demand identified 
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through the Markovian dynamic programming 
may be much larger than that identified by the 
martingale method. Econometrica, Jan. 1987, 
55(1), pp. 117-42. Massachusetts Institute of 
Technology. 

Jones, Larry E. — The Efficiency of Monopolis- 
tically Competitive Equilibria in Large Econ- 
omies: Commodity Differentiation with 
Gross Substitutes 

A general model of commodity differentiation 
is developed using two different approaches to 
the theory of demand. It is shown that a local 
version of Bertrand’s argument holds under rea- 
sonable conditions. If all commodities are sub- 
stitutes and sunk costs are small, there is never 
too little commodity differentiation relative te 
the optimum. Under the same conditions, mo- 
nopolistically competitive equilibria are approx- 
imately perfectly competitive if the optimal col- 
lection of commodities is sufficiently rich. J. 
Econ. Theory. Apr. 1987, 41(2), pp. 356-91. 
Northwestern University. 

Mehta, Ghanshyam and Tarafdar, Enayet — 

Infinite-Dimensional Gale-Nikaido-Debreu 
Theorem and a Fixed-Point Theorem of 
Tarafdar 

This paper proves the equivalence of five 
fixed point theorems in topological vector 
spaces and then uses them to deduce an infi- 
nite-dimensional generalization of the classic 
Gale-Nikaido-Debreu theorem. The proof is 
based on the Hahn-Banach theorem and the 
Tarafdar fixed point theorem. There is also a 
discussion of the relationship of this generaliza- 
tion to the existence theorems of C. Aliprantis 
and D. Brown, K. Border, N. Yannelis. and 
others. J. Econ. Theory, Apr. 1987, 41(2), pp. 
333-39. University of Queensland, Australia. 

Ray, Debra} — Nonpatemalistic Intergenera- 
tional Altruism 

The paper develops a concept of equilibrium 
behavior and establishes its existence in a model 
of nonpatemalistic intergeneratkmal altruism. 
Each generation derives utility from its own 
consumption and the utilities of its successors. 
Equilibrium capital stocks are time-monotone 
and therefore converge to a steady state. Fi- 
nally, when each generation’s utility depend* 


on that of at least two successors, equilibria 
may be inefficient. This is shown by an example 
where feasible programs exist providing greater 
consumption (compared to the equilibrium 
path) for every generation. /. Econ. Theory, 
Feb. 1987, 41(1), pp. 112-32. Stanford Univer- 
sity and Indian Statistical Institute, New Delhi. 

Yannelis, Nicholas C. — Equilibria in Noncoop- 
erative Models of Competition 
An equilibrium in a game theoretic setting 
a la G. Debreu (1954) and W. Shafer and H. 
Sonnenschein (1975) with a broader structure 
is proved. In particular, the framework is gen- 
eral enough to encompass both the Aumann 
(1966) economy of perfect competition and the 
nonordered preferences setting of' A. Mas- 
Colei! (1974). Moreover, since the dimensional- 
ity of the strategy space may be infinite it con- 
tains Bewiey-type (1972) results and may be 
useful in obtaining existence results for econo- 
mies with a measure space of agents and infi- 
nitely many commodities. J. Econ. Theory, 
Feb. 1987, 41(1), pp. 96-111. University of 
Minnesota and Tulane University. 

022 Microeconomic Theory 
Basu, Ka us hilt — One Kind of Power 
In standard models in economics, individuals 
interact pairwise. Allowing for “triadic” rela- 
tions explains concepts like power and influ- 
ence, which have been considered in economics 
only peripherally. This paper constructs three 
illustrations of power, all relying on triadic rela- 
tions. The first demonstrates how unwanted re- 
gimes could persist because of interpersonal 
conjectures. The second shows how a laborer 
in backward agriculture may agree to an ex- 
change with a landlord, from which he gets 
negative utility. The third formalizes our notion 
of "an influential man,” and tries to explain his 
existence. Oxford Econ. Pap. , July 1966, 38(2), 
pp. 259-82. Delhi School of Economics. 

Baumol, William J. and WSKg. Robert D. — 
Contestability: Developments since the Book 
In the four years since publication of the con- 
testable markets book, a remarkable amount 
has been published on this subject. Regulatory 
agencies and antitrust decisions have also 
adopted policies explicity derived from contest- 
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ability analysis. In some special situations con- 
testability analysis has served appropriately to 
justify deregulation or immunity from antitrust, 
elsewhere it has yielded tools for regulation of 
market power. The article summarizes these 
developments, describing pertinent writings by 
economists, and regulatory and judicial deci- 
sions. Oxford Econ. Pap., Supp. Nov. 1986, 
38, pp. 9-36. Princeton University and New 
York University; Princeton University. 

Benoit, Jean-Pierre and Krishna, Vjjay — Dy- 
namic Duopoly: Prices and Quantities 
The authors study a dynamic model of du- 
opoly in which firms choose both prices and 
quantities. If quantity (capacity) choices are rel- 
atively inflexible, firms generally carry excess 
(idle) capacity in equilibrium. Because of this 
enforcement cost, firms are unable to achieve 
monopoly levels. This contrasts with models 
in which firms compete in either prices or quan- 
tities alone. On the other hand, if capacities 
are flexible, firms may be able to sustain mo- 
nopoly behavior. Re v. Econ. Stud. , Jan. 1987, 
54(1), pp. 23-35. Columbia University; Harvard 
University. 

Berg, Morten — Gillen's Paradox Revisited 
The main argument of this paper is that the 
theoretical definition of Giffen's paradox is am- 
biguous to the extent that it ignores the initial 
endowments of the consumer. A Slutsky equa- 
tion incorporating positive initial endowments 
is used to discuss the Irish demand for potatoes 
in 1845-1849, and a set of conditions to test 
whether or not the Irish potato was a Giffen 
good are deduced. Bull. Econ. Res., Jan. 1987, 
39(1), pp. 79-89. Norwegian School of Econom- 
ics and Business Administration, Bergen-Sand- 
viken. 

Bernbeim, B. Douglas; Shletfer, Andrei and 
Summers, Lawrence H. — The Strategic Be- 
quest Motive 

Although recent research suggests that inter- 
generational transfers play an important role 
in aggregate capital accumulation, our under- 
standing of bequest motives remains incom- 
plete. The authors develop a simple model of 
strategic bequests in which a testator influences 
die decisions of his beneficiaries by holding 


wealth in bequeathable forms and by condition- 
ing the division of bequests on the beneficiaries’ 
actions. The model generates falsifiable empiri- 
cal predictions that are inconsistent with other 
theories of intergenerational transfers. The au- 
thors present econometric and other evidence 
that strongly suggests that bequests are often 
used as compensation for services rendered by 
beneficiaries./. Lab. Econ., Pt. 2, July 1986, 
4(3), pp. S151-82. Stanford University; Massa- 
chusetts Institute of Technology; Harvard Uni- 
versity. 

Bidard, Christian — Is von Neumann Square? 

Generically, the active part of a von Neu- 
mann system (efficient methods and commodi- 
ties) is square and has a positive inverse: it de- 
fines a well-behaved SraSt t system for joint 
production. Hence, for high profit rates of a 
Sraffa system, prices are positive and vary in 
the right direction, and one has a nonsubstitu- 
tion result, as for single-product techniques. 
/. Econ. (Z. Nationaldkon.) 1986, 46(4), pp. 
407-19. University de Paris X-Nanterre. 

Bonanno, Giacomo — Location Choice, Product 
Proliferation and Entry Deterrence 
Within a slightly modified version of Hotell- 
ing's model (1929) the author reconsiders the 
claim that the threat of entry induces existing 
firms to produce a larger number of products 
than otherwise. The author shows that entry 
deterrence, although optimal, need not be 
achieved through product proliferation. In 
some cases the incumbent monopolist resorts 
to an entry-deterring strategy based on location 
choice rather than product proliferation. The 
author also shows that in some cases the num- 
ber of products chosen by the incumbent facing 
the threat of entry is strictly greater than the 
minimum number required to deter entry. Rev. 
Econ. Stud., Jan. 1987, 54(1), pp. 37-45. Nuf- 
field College, Oxford. 

Caplin, Andrew S. and Nalebuff, Barry J. — 
Multi-dimensional Product Differentiation 
and Price Competition 
The authors present a framework for analyz- 
ing the design and pricing of differentiated 
products. Their approach has two novel fea- 
tures. Individuals have Cobb- Douglas prefer- 
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ences over multidimensional product character- 
istics. Hie distribution of Cobb- Douglas pa- 
rameters across society is concave: this implies 
that there is general agreement about which 
characteristic mix is most desirable. With these 
assumptions the authors demonstrate existence 
of a pure strategy price equilibrium for arbitrary 
pairs of products in two dimensions and also 
show how raising the dimensionality of the 
product space provides an advantage to a late 
entrant in a price-regulated duopoly. Oxford 
Econ. Pap., Supp. Nov. 1986, 38, pp. 129-45. 
Princeton University. 

Chavas, Jean- Paul — Constrained Choices un- 
der Risk 

This paper explores the implications of quan- 
tity rationing in the context of production the- 
ory under price uncertainty and risk aversion. 
The influence of rationing on the properties of 
risk responsive supply-demand (unctions is an- 
alyzed in detail. A number of results concerning 
the impact of risk or technology on economic 
behavior under quantity constraints are de- 
rived. Southern Econ. ]., Jan. 1987, 53(3), pp. 
662-76. University of Wisconsin. 

Dixon, Huw — Strategic Investment with Con- 
sistent Conjectures 

This paper combines two ideas in oligopoly 
theory: models of strategic investment and T. 
Bresnehan’s (1981) concept of consistency of 
conjectures. Firms precommit capital stocks 
and hence determine their short-run cost func- 
tion. The degree of competition in the product 
market is made endogenous by imposing Bres- 
nehan's consistency condition. Firms take into 
account the influence of their investment deci- 
sion on the degree of competition in the product 
market. The equilibrium conjecture of firms 
will lie between the Cournot and Bertrand val- 
ues. In general there will be (actor bias and 
inefficiency in production, which in a symmet- 
ric equilibrium is one of undercapitalisation. 
Hie degree of competition is sensitive to the 
wage-rental ratio: for high wage-rental ratios 
the equilibrium conjecture will be nearly Ber- 
trand, and for low ratios they will be Cournot. 
Oxford Econ. Pap., Supp. Nov. 1966, 38, pp. 
111-28. Birkbeck College, London. 


Dixon, How — Approximate Bertrand Equilib- 
ria in a Replicated Industry 
The paper considers the existence and prop- 
erties of approximate Bertrand equilibria in a 
replicated industry. Price setting firms produce 
a homogeneous product with weakly convex 
costs. The main results are that an e -equilib- 
rium exists if the industry is large enough; and 
that if the c is small enough, and the industry 
large enough, any c-equilibrium is approxi- 
mately competitive. These results depend on 
how contingent demand is specified. Re e. 
Econ. Stud., Jan. 1987, 54(1), pp. 47-62. Birk- 
beck College, London. 

Hannon, Inge mar — Market Adjustment and 
Investment Determination under Rational 
Expectations 

This paper extends traditional comparative 
statics analysis by providing a theory for the 
adjustment between stationary states for a com- 
petitive industry that faces upward sloping sup- 
ply curves for durable and nondurable inputs 
given rational expectations. It is shown that cap- 
ital adjustment is especially slow for an industry 
with long-lived capital, an inelastic supply of 
investment goods, and a low elasticity of substi- 
tution between durable and nondurable inputs. 
A numerical analysis reveals that it takes 6.4 
to 50.5 years to close half of the gap between 
actual and stationary state capital for deprecia- 
tion rates of 0.01 to 0.05. Economica. Nov. 
1986, 53(212), pp. 505-14. University of Lund. 

Harrington, Joseph E., Jr. — Collusion in Mul- 
tiproduct Oligopoly Carnes under a Finite 
Horizon 

Applying recent results on finitely repeated 
games to oligopoly theory, the author finds dial 
there exists a class of finite horizon output 
games in which collusion can be achieved as a 
subgame perfect equilibrium. Trigger strategies 
prevent defection from the cooperative out- 
come by credibly threatening that the defector 
will be forced to exit die industry. Far the case 
of a multiproduct oligopoly, it is shown that 
collusion in one market can be enforced by the 
threat of punishment in a second market if 
someone defects. Even though the two markets 
are structurally independent, the firms make 
them strategically int e rdependent through 
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their strategies. Int. Econ. Rev., Feb. 1987, 
38(1), pp. 1-14. Johns Hopkins University. 

Hayes, Beth — Competition and Two-Part Tar- 
iffs 

Traditional theories have viewed two-part 
tariffs as price-discrimination devices, em- 
ployed exclusively by firms with market power. 
This paper offers an explanation for the use of 
such price schedules by firms in highly competi- 
tive markets, such as health clubs. It is argued 
that, in a world with buyer uncertainty about 
future demands, they can provide insurance for 
the risk-averse buyers. The fixed entry fee fi- 
nances a marginal price below marginal cost. 
It is shown that the benefits from this lower 
price will, under certain specified conditions, 
outweigh the costs of the entry fee. J. Bus., 
Jan. 1987, 60(1). PP- 41-54. Northwestern 
University. 

Henderson, John S. and Henderson, Richard 
H. — Perversity in Factor Demand Curves — 
Simulation and Theory 
This article analyzes factor demand by simu- 
lation methods for a monopoly firm with a 
straight-fine demand curve and a CES produc- 
tion function. Under these conditions, the long- 
run factor demand for labor will intersect a 
short-run curve three times. The greater rela- 
tive flatness of the long-run curve predicted 
by the Le Chatelier Theorem for small price 
changes is validated. However, for larger price 
changes the short-run curve is flatter. For still 
larger price changes, the long-run curve is again 
flatter. This work builds on that of David de 
Meza (1981, 1982). Economica, Nov. 1986, 
53(212), pp. 515-18. Georgia State University; 
Georgia Institute of Technology. 

Jovanovic, Boy an and Rob, Rafael — Demand- 
Driven Innovation and Spatial Competition 
over Time 

This paper explores a model of innovation 
and spatial competition over time. A key impli- 
cation of the paper is that firms’ size is positively 
autocorreiotod across time. The mechanism that 
generates this persistence works only in heter- 
ogenous product markets and is based on the 
idea that larger firms possess better information 
about die design of future products. Some cor- 


roborating evidence is cited. Rev. Econ. Stud . , 
Jan. 1987, 54(1), pp. 63-72. New York Univer- 
sity; University of Pennsylvania. 

Kagel, John H. and Levin, Dan — The Winner’s 
Curse and Public Information in Common 
Value Auctions 

In common value auction experiments, indi- 
vidual judgment errors significantly alter mar- 
ket outcomes relative to standard economic for- 
mulations. Experienced bidders show 
sensitivity to the strategic considerations under- 
lying the auction but not to item valuation con- 
siderations. Nash equilibrium models accu- 
rately characterize auctions with small numbers 
of bidders (3-4). However, auctions with large 
numbers (6-7) produce more aggressive bid- 
ding, resulting in negative profits, the winner’s 
curse. Public information reducing value uncer- 
tainty raises seller’s revenues in the absence 
of a winner’s curse, but reduces revenue in 
its presence. Similarities between laboratory 
and field data from outer continental shelf lease 
sales are discussed. Amer. Econ. Rev., Dec. 
1986, 76(5), pp. 894-920. University of Hous- 
ton. 

Katz, Michael L — The Welfare Effects of 
Third-Degree Price Discrimination in Inter- 
mediate Good Markets 
The author examines third-degree price dis- 
crimination by an upstream monopolist in an 
intermediate good market. Discrimination is 
motivated by the fact that downstream firms 
differ in their abilities to integrate backward 
into supply of the input. The author shows that 
under reasonable specifications of equilibrium, 
price discrimination leads to all buyers facing 
higher input prices. In other cases, discrimina- 
tion raises some prices and lowers others. The 
author derives conditions under which discrimi- 
nation lowers welfare by reducing total output 
and shows that in some markets discrimination 
will raise welfare by preventing socially ineffi- 
cient backward integration. Amer. Econ. Rev., 
Mar. 1987, 77(1), pp. 154-67. Princeton Uni- 
versity. 

Klemperer, Paul D. — Entry Deterrence in 
Markets with Consumer Switching Costs 
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In many markets consumen have transaction 
or learning “switching costs” between function- 
ally undifferentiated brands. New entry into 
such markets may be deterred either by large 
customer bases and/or large switching costs, 
which deny customers to an entrant, or by small 
customer bases and/or small switching costs, 
which mean an incumbent will respond aggres- 
sively to an entrant. An incumbent threatened 
by entry may therefore price either lower or 
higher than otherwise. A firm with the right 
to enter early may make less profits over time 
than an otherwise identical firm that is unable 
to enter the market until later. Earn. J. , Supp. 
1987, 97, pp. 99-117. St. Catherine’s College 
and Institute of Economics and Statistics, Ox- 
ford University. 

L&fgren, Karl-Gustaf and Ranneby, Bo — Be- 
havioral Modes for a Firm Facing an Uncer- 
tain Supply or Demand Curve 
This paper contains a theoretical analysis of 
the behavior of a firm facing a stochastic supply 
and demand curve. Certain behavioral modes 
can be ranked under weaker conditions than 
in corresponding studies on stochastic demand. 
For other comparisons, the authors derive suffi- 
cient conditions for one mode to dominate an- 
other. Earlier results indicate that a firm which 
faces demand uncertainty prefers price variabil- 
ity to quantity variability. It is shown by a 
counter example that the "price variability pref- 
erence,” which is troublesome for proponents 
of temporary fixed-price equilibrium models, 
is a consequence of restrictive stochastic specifi- 
cation. Scand. J. Econ., 1987, 89(1), pp. 39- 
54. Swedish University of Agricultural Sci- 
ences, Umeft. 

Loomes, Craham and Sugden, Robert — Some 
Implications of More General Form of Regret 
Theory 

Regret theory entails the possibility of non- 
transitive pairwise choices. It therefore raises 
questions about how individuals choose from 
sets of more than two actions, especially when 
there exists a subset of pairs of actions over 
which preferences cycle. A generalization of re- 
gret theory is suggested and is compared and 
contrasted with P. Fishbum's generalization of 
skew-symmetric bilinear utility theory. It is 
also shown that under this generalization an 


individual with non-transitive pairwise pref- 
erences will not be caught in a never-ending 
cycle and is not vulnerable to being “money- 
pumped” into bankruptcy. J. Econ. Theory, 
Apr. 1987, 41(2), pp. 270-87. University of 
York; University of East Anglia. 

MacLeod, W. B.; Norman, G. and Thisse, 
J.-F. — Competition, Tacit Collusion and 
Free Entry 

Few oligopoly models address the problem 
of tacit collusion when there is die possibility 
of entry. One model that does so is the well- 
known Loschian model of spatial competition. 
The purpose of this paper is to present a reex- 
amination of this model within the context of 
game theory. The authors model the process 
leading to industry equilibrium with collusive 
behavior as a two-stage process. The first stage 
determines a free-entry equilibrium using Ber- 
trand- Nash assumptions, while the second 
stage deals with the collusive selection of price. 
This solution is shown to be a subgame perfect 
Nash equilibrium. At equilibrium, firms make 
long-run excess profits even in the presence 
of free entry. Econ. J., Mar. 1987, 97(385), pp. 
189-98. Queen’s University and CORE; Uni- 
versity of Leicester and CORE; Catholic Uni- 
versity of Louvain. 

Matthews, Steven and Moore, John — Monop- 
oly Provision of Quality and Warranties: An 
Exploration in the Theory of Multidimen- 
sional Screening 

New ways of handling incentive constraints 
between nonadjacent types of buyer are used 
to solve a monopoly screening problem. The 
monopoly wishes to price discriminate by de- 
signing a product line of goods distinguished 
by different quality, warranty, and price attri- 
butes. The multidimensionality of the line 
causes the local approach usually taken to fail. 
The optimal product line is nevertheless fully 
characterized. Contrary to the result always ob- 
tained in simple models, attributes need not 
be monotone in buyer type, e.g. , more eager 
types sometimes receive lower quality. Econo- 
metrics. Mar. 1987, 55(2), pp. 441-67. North- 
western University and the University of Penn- 
sylvania; London School of Eco n omics and 
Massachusetts Institute of Technology. 
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Perralds, Stylianos and Warskett, George — 
Uncertainty, Economies of Scale, Barrier to 
Entry 

Entry deterrence is examined under demand 
uncertainty and economies of scale. Both in- 
cumbent and potential entrant select capacity 
before demand is observed, provided expected 
discounted profit exceeds the cost of capacity 
(risk neutrality). As in the certainty case, entry 
deterrence is not profitable in the absence of 
economies of scale. However, Schmalensee re- 
cently proved another certainty result (that the 
monopoly profit stream which can be shielded 
from entry by economies of scale is bounded 
from above by the cost of minimum efficient 
scale) is not valid in the presence of uncertainty, 
even under risk neutrality. Oxford Econ. Pap., 
Supp. Nov. 1986, 38, pp. 58-74. University 
of Ottawa; Carleton University. 

Raubitschek, Ruth S. — A Model of Product 
Proliferation with Multiproduct Firms 
This paper presents a model of product prolif- 
eration by multiproduct firms. Firm behavior 
is based on a two-stage process in which there 
is centralized decision making in new product 
introductions and decentralized management of 
existing products. In equilibrium, the number 
of products each firm has, as well as its total 
profits, are inversely related to the cost of intro- 
ducing a new product and to the number of 
firms in the market. But, as the number of rivals 
increases, the total number of products in the 
market increases, although total industry profits 
decrease. J. Ind. Econ., Mar. 1987, 35(3), pp. 
269-79. New York University. 

Raymon, Ned — Price Cedings, Product Quality 
and Consumer Welfare 
Sufficient conditions are presented such that 
imposition of a quality-invariant ceiling on out- 
put price leads to an upward shift in hedonic 
prices, causing every consumer’s utility to fall. 
The conditions include: (1) a linear household 
technology, (2) (implicit) excess demand func- 
tions for qualitative attributes are decreasing 
in the ceiling, (3) attributes are gross substi- 
tutes. Condition (3) can be replaced with other 
assumptions, admitting attributes being gross 
complements. A class of examples indicates that 
if die ceiling is not quality-invariant, consumers 


may be worse off or better off, depending on 
the function relating the price ceiling to quality. 
/. Econ. (Z. Nationaldkon.) 1986, 46(4), pp. 
369-95. University of Missouri. 

Reynolds, Stanley S. — Capacity Investment, 
Preemption and Commitment in an Infinite 
Horizon Model 

The commitment value of capacity is analyzed 
in an infinite horizon duopoly model. The paper 
focuses on the role of alternative behavioral as- 
sumptions about the ability of firms to commit 
to investment paths. Each firm's investment 
strategy in a feedback Nash equilibrium is 
shown to be a decreasing function of its rival’s 
current capacity. This creates an incentive for 
a firm to expand its capacity to preempt subse- 
quent rival investment. In a precommitment 
equilibrium there are no incentives to invest 
preemptively. As a consequence, steady state 
capacity levels are greater in a feedback Nash 
equilibrium than in a precommitment equilili- 
rium. Int. Econ. Rev., Feb. 1987, 28(1), pp. 
69-88. University of Arizona. 

Roberts, John — A Signaling Mode of Predatory 
Pricing 

Predatory pricing involves pricing lower in 
the presence of competition than would other- 
wise be optimal in order to deter entry, induce 
exit, or discipline (reduce the future output of) 
a rival. Signalling of private information about 
market conditions through price can give rise 
to predation aimed at the latter two objectives. 
However, in separating equilibrium, no extra 
exit or output reduction is induced relative to 
the foil information benchmark. Nevertheless, 
such predation is not innocuous, because the 
expectation of its occurrence may reduce entry. 
Oxford Econ. Pap., Supp. Nov. 1986, 38, pp. 
75-93. Stanford University. 

Sandelin, Bo— Some Unneoclassical Results in 
Neoclassical Investment Theory 
This article builds on the investment models 
in the classic books by Erich Schneider (1944) 
and by Friedrich and Vera Lutz (1951). How- 
ever, the author concentrates on a higher de- 
gree of endogenity by postulating that the in- 
vestor simultaneously determines the three 
dimensions: scale (number of machines), dun- 
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btiity, or maturation time, and invested 
amount. This is decisive, and makes it possible 
to get untraditkmal comparative statics results 
in some cases. Australian Econ. Pap., June 
1986, 25(46), pp. 83-93. University of Gothen- 
burg, Sweden. 

Schwartz, Marius — The Nature and Scope of 
Contestability Theory 

Contestability theory suggests that threat of 
entry may prevent monopolistic pricing even 
in a concentrated market because, if exit from 
the market is easy, monopolistic pricing would 
induce hit and run entry. This paper shows 
that, despite easy exit, hit and run entry is un- 
profitable if incumbents' price responses are 
sufficiently rapid. Only market data (not experi- 
mental) can reveal whether responses are suffi- 
ciently rapid; available evidence indicates they 
are. Another version of contestability theory 
stresses threat of entry through long-term con- 
tracts. This threat, too, is shown to be unlikely 
to check monopolistic pricing. Oxford Econ. 
Pap., Supp. Nov. 1986, 38, pp. 37-57. George- 
town University and U.S. Department of Jus- 
tice. Washington, D.C. 

Simon, Leo K. — Bertrand Price Competition 
with Differentiated Commodities 
This paper develops a general equilibrium, 
differentiated commodity version of Bertrand 
price competition. The author studies two re- 
lated market games in which buyers as well as 
sellers announce both quantities and prices. In 
the first game, buyers' strategies are artifically 
restricted. The Nash allocations of this game 
will be nearly competitive, provided that the 
commodities supplied by sellers are sufficiently 
similar. In the second game, the restriction on 
buyers’ strategies is relaxed and a stronger solu- 
tion criterion, called local perfection, is in- 
voked. The locally perfect equilibria of the un- 
restricted game coincide with the Nash 
equilibria of the restricted game. J. Econ. The- 
ory, Apr. 1987, 41(2), pp. 304-32. University 
of California, Berkeley. 

Suzumura, Kotaro and Kfyooo, Kazuharu — 
Entry Barriers and Economic Welfare 
The relationship between economic welfare 
and the number of firms in a quasi-Cournot 


market is examined. The authors presuppose 
the existence of a strong (“first-best”) govern- 
ment that can enforce the marginal-cost princi- 
ple along with regulating the number of firms. 
It is shown that there exist excessive number 
of firms at the free-entry quasi-Cournot equilib- 
rium relative to the “first best.” The thrust of 
this result survives even if a utopian “first-best” 
government is replaced by a “second-best" gov- 
ernment that leaves the firms to pursue their 
respective profit maximization freely and en- 
gages solely in regulating the number of firms. 
Rev. Econ. Stud., Jan. 1987, 54(1), pp. 157- 
67. University of Pennsylvania and Hitotsuba- 
shi University; Gakushuin University. 

Vives, Xavier — Small Income Effects; A Mar- 
shallian Theory of Consumer Surplus and 
Downward Sloping Demand 
The author formalizes the Marshallian idea 
that when the proportion of income spent on 
any commodity is small then the income effects 
are small. If n is the number of goods, the au- 
thor shows that the order of magnitude of the 
norm of the income derivative of demand is 1/ 
Vn. As a corollary for the case of a single price 
change, the percentage error in approximating 
the Hicksian Deadweight Loss by its Marshal- 
lian counterpart goes to zero at least at the rate 
1/Vn and demand is downward sloping for n 
sufficiently large. Rev. Econ. Stud.. Jan. 1987, 
54(1), pp. 87-103. University of Pennsylvania. 

Weiss, Nitzan and Lee, Phil — Sustainability of 
the Multiproduct Monopoly and Ramsey -Op- 
tima] Pricing 

This article is based on recent developments 
in the literature dealing with multiproduct cost 
concepts. Our article offers a set of conditions 
which are simultaneously necessary and suffi- 
cient for the prevention of competitive entry. 
These conditions include Ramsey-prices as a 
special case of sustainable prices. However, the 
above conditions show that, in die absence of 
regulation, the monopolist has no inducement 
to elect the Ramsey-optimal price-output vector 
from the set of sustainable vectors. Thus the 
pressure of potential entry does not assure that 
the public interest is served by a sustainable 
monopolist. /. Inst. Theoretical Earn.. Sept. 
1986, 142(3), pp. 473-92. Columbia University; 
Korea University. 
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WoHnsky, Asher — Brand Names and Price Dis- 
crimination 

This paper explains the fact that firms market 
both labeled and unlabeled products as a prac- 
tice of price discrimination that emerges as a 
non-cooperative equilibrium outcome. The au- 
thors consider a market for a differentiated 
product where the possibility to price discrimi- 
nate by the selective use of labels is due to 
the feet that buyers differ in the intensity of 
their preferences and that, before they buy, 
they are unable to distinguish among the differ- 
ent brands without the aid of identifying labels. 
]. Ind. Econ., Mar. 1987, 35(3), pp. 255-68. 
The Hebrew University, Israel. 

023 Macroeconomic Theory 

Baldani, Jeffrey P. and Michl, Thomas R. — 
A Balanced Budget Multiplier for Interest 
Payments 

This paper develops a two-class macroeco- 
nomic model in which the effects of the rising 
interest burden of the national debt can lie stud- 
ied. The model assumes all saving is done by 
property owners, the tax rate on property in- 
come is a fixed multiple of the tax rate on wage 
income, and the before-tax distribution of factor 
income is constant. A balanced budget increase 
in interest payments — i.e., an increase in inter- 
est payments subsequently financed by taxa- 
tion — results in a lower level of national income 
because it redistributes disposable income from 
workers, whose saving propensity is low, to 
property owners, whose saving propensity is 
relatively high. J. Post Keynesian Econ. , Spring 
1987, 9(3), pp. 424-39. Colgate University. 

Cross, Rod B. — Hysteresis and Instability in 
the Natural Rate of Unemployment 
In this paper, it is pointed out that the long- 
run Phillips curve genus contains upward and 
downward sloping species as well as the vertical 
species. Two models are used: in one the rate 
of inflation helps determine the natural rate of 
unemployment, as proposed by Milton Fried- 
man; in the other the process of moving from 
one inflation rate to another helps shape the 
natural rate, according to the hysteresis effect 
proposed by Edmond Phelps. In both cases the 
resulting models are unstable, implying that a 


vertical long-run Phillips curve will not be re- 
gained if disturbed. Scand. J. Econ., 1987, 
89(1), pp. 71-89. University of St. Andrews, 
Fife, Scotland. 

De Long, James Bradford and Summers, Law- 
rence H. — Is Increased Price Flexibility Sta- 
bilizing? 

This paper uses John Taylor’s model of over- 
lapping contracts to show that increased wage 
and price flexibility can easily be destabilizing 
because of the Muttdell effect. While lower 
prices increase output, the expectation of falling 
prices decreases output. Simulations based on 
realistic parameter values suggest that increases 
in price flexibility might well increase the cycli- 
cal variability of output in the United States. 
Amer. Econ. Rev.. Dec. 1986, 76(5), pp. 1031- 
44. Harvard University. 

Elliott, John E. and Clark, Barry S. — Keynes’s 
General Theory and Social Justice 
This paper examines four major aspects of 
Keynes’s views on social justice as expounded 
in the General Theory of Employment. Interest 
and Money: (1) the criteria for Keynes’s claim 
that wealth and income inequalities are exces- 
sive from the perspective of economic function- 
ality; (2) Keynes’s critique of interest income 
as nonfunctional; (3) Keynes’s rejection of wage 
cutting as an antidepressionary strategy as un- 
just as well as inefficacious; (4) international im- 
plications of Keynes’s contention that justice 
has positive, as well as normative, effects, mak- 
ing justice and efficacy complementary, is also 
adumbrated. J. Post Keynesian Econ., Spring 
1987, 9(3), pp. 381-94. University of Southern 
California; University of Wisconsin, La Cross. 

Ellis, Christopher J. and Fender, John — Bar- 
gaining and Wage Resistance in an Open 
Macroeconomic Model 
An open macroeconomic model where wages 
and employment are determined by bargaining 
between a representative firm and a representa- 
tive union is developed. The model is character- 
ized by a number of regimes; in each of these 
regimes the effects of changes in the terms of 
trade and in government expenditure on em- 
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ployment, the real wage and the balance of 
trade are analyzed. It is of particular interest 
that under certain circumstances real wage re- 
sistance is exhibited — that is, in response to a 
terms of trade deterioration, the real wage may 
not decline and may even increase. Econ. J., 
Mar. 1987, 97(385), pp. 106-20. Uniyersity of 
Oregon; Pennsylvania State University. 

Foster, Gladys Parker — Financing Investment 
The article analyzes two seemingly contradic- 
tory views on financing investment, both of 
which claim compatibility with Keynes's Gen- 
eral Theory: the first, that aggregate investment 
generates aggregate saving and that therefore 
investment cannot be financed by prior saving 
and can only be financed by the creation of 
credit; and the second, that investment can be 
financed by prior saving as long as total output 
is not increasing and that therefore only in- 
creases in output require credit creation. The 
first view is found to be superior because the 
second is misleading if not inaccurate, but the 
difference is largely, perhaps entirely, seman- 
tic. J. Econ. Issues, Mar. 1987, 21(1), pp. 101— 
12. University of Colorado, Denver. 

Franke, Reiner — On the Upper- and Lower- 
Bounds of Workers’ Propensity to Save in a 
Two-Class Pasinetti Economy 
In the two-class Pasinetti model it is asked 
in what range the propensities of workers to 
save permit the existence of an equilibrium if 
consumption of workers and capitalists is differ- 
entiated. In the multi-sectoral framework of 
quadratic Leontief techniques and production 
prices, an explicit upper bound is given. In 
particular, it depends on the consumption 
structure of workers, but not of capitalists. 
Whereas the lower bound is zero, this need 
not necessarily carry over to joint production 
systems, as is demonstrated by an example lead- 
ing to two disjoint existence intervals. Austra- 
lian Econ. Pap., Dec. 1985, 24(45), pp. 271- 
77. University iff Bremen, West Germany. 

Fnhrer, Jeffrey C. — Information Gathering 
and Expectation Formation under Model Un- 
certainty 

This paper integrates model uncertainty and 
information gathering into a single theory of 


expectation formation. Agents learn about the 
true macroeconomic model and optimally 
choose whether and how much information to 
purchase. The model used to form expectations 
and the optimal amount of information gathered 
will depend critically upon the cost of informa- 
tion, prior assessments of the likelihood of com- 
peting models, the differences among the con- 
ditional distributions of the expectation variable 
implied by each model, and the potential eco- 
nomic loss from acting based upon an ‘'incor- 
rect'’ model. A simple economic model illus- 
trates the expectation formation process. 
Southern Econ. J., Jan. 1987, 53(3), pp. 685- 
701. Board of Governors of the Federal Reserve 
System. 

Greenwood, Jeremy and Huffman, Gregory 
W. — A Dynamic Equilibrium Model of Infla- 
tion and Unemployment 
A stochastic general equilibrium model is 
constructed which is capable of examining the 
covariance properties between inflation and un- 
employment, both conditioned and uncondi- 
tioned upon the state of exogenous real and 
monetary factors. Indivisibilities introduced 
into agents’ labor choice decisions produce un- 
employment in equilibrium. It is shown that 
indigenous forces in a competitive economy can 
result in the traditional negative relationship 
between inflation and unemployment. The poli- 
cymaker, while perhaps observing a negatively 
sloped Phillips curve, actually faces Friedman’s 
positively sloped one. J. Monet. Econ.. Mar 
1987, 19(2), pp. 203-28. University of Western 
Ontario and Rochester Center for Economic 
Research; University of Western Ontario. 

Hansson, Inge mar — Classical. Keynes' and 
Neoclassical Investment Theory — A Synthe- 
sis 

This paper presents an investment theory for 
the firm and the industry under rational expec- 
tations that encompasses: (1) classical capital 
theory; (2) a solid microeconomic basis for 
Keynes's investment theory; and (3) traditional 
neoclassical investment theory for the firm. 
These three types of investment theory are con- 
sequently complementary rather than contra- 
dictory. Classical capital theory is relevant for 
a comparative statics analysis of long-nm equi- 
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libria. Keynes’s investment theory is applicable 
for the determination of the industry s invest- 
ment, given any expected paths for demand, 
supply, and technology Neoclassical invest- 
ment theory for the firm is relevant to analyze 
effects of changes that affect a single firm only. 
Oxford Econ. Pap., July 1986, 38(2), pp. 305- 
16. University of Lund. 

Jones, Stephen R. G, and Stock, Janies H. — 
Demand Disturbances and Aggregate Fluctu- 
ations: The Implications of Near Rationality 
The paper investigates some properties of 
“near rational" models of the cycle, examining 
two types of framework. In the first, an other- 
wise classical, competitive economy is shown 
to respond to demand disturbances when some 
firms follow a near rational hiring policy. In 
the second model, a dynamic setting is ad- 
dressed and a criterion termed “stochastic near 
rationality" is employed. Simulation results are 
consistent with recent empirical findings and 
suggest that further quantitative evaluation is 
merited. Econ. ]., Mar. 1987, 97(385), pp. 49- 
64. University of British Columbia: Harvard 
University. 

Knoester, Anthonie — Oku ns Law Revisited 
Okun’s Law focuses on the Keynesian expla- 
nation of unemployment. A serious drawback 
is that it does not contain any explicit treatment 
of the classical causes of unemployment. This 
paper suggests an amendment to Okun’s Law 
which will contain the real wage rate and the 
investment ratio. It has been shown for Ger- 
many, the Netherlands, the United Kingdom, 
and the United States that inclusion of the clas- 
sical determinants of unemployment improves 
the statistical quality of Okun’s Law substan- 
tially. Weltwirtsch. Arch., 1986, 122(4), pp. 
657-66. Nijmegen University. 

Leach, John E. — Optimal Portfolio and Savings 
Decisions in an Intergenerational Economy 
An intergenerational economy in which trans- 
actions costs cause agents to diversify their port- 
folios is presented. Changes in the rate of mone- 
tary expansion lead to changer in the velocity 
of money. Earlier intergenerational models in- 
troduced this relationship in sn ad hoc fashion 
by assuming that money yields direct utility. 


The comparative static* of this modal are si., 
candy different from those of Its predeceia 
Greater inflation can lead to either a grc 
or a smaller capital intensity. The capital in 
s ity corresponding to « constant money iu 
can be greater than, equal to. or leaa than 
golden rule capital intensity. Int. Econ. R 
Feb. 19 87, 28(1). PP ■ 123-34. McMaster U 

versity. 

Peston, M. H. — The Elementary Mawoec 
nomic Consequences of Differing Public an 
Private Sector Wages 

This paper explores the macroeconomi< 
consequences of differentiating public sectoi 
wage rates from private sector ones. It show: 
that within the usual comparative static macro 
economic model the effects of a reduction ir 
money wages depend on which sector it hap- 
pens in. This has significant consequences foi 
incomes policy and the state of the govern- 
ment's budgetary position. Public Finance, 
1986, 41(2), pp. 173-81. Queen Mary College, 
London. 

Rowe, Nicholas — A Simple Macroeconomic 
Model with Monopolistic Firms 
This paper presents a simple macroeconomic 
model in which firms outputs are imperfect sub- 
stitutes, and explores the macroeconomic impli- 
cations of monopolistic competition. The mode' 
is classical in some respects, but Keynesian in 
others. Multiple or unstable equilibria are not 
unlikely. Permanent price controls will, in prin- 
ciple. be desirable, since they allow a perma- 
nent and efficient increase in aggregate output. 
Small costs of price adjustment may induce 
large deviations of output from the natural rate. 
Fiscal policy will generally affect aggregate out- 
put, but the sign and magnitude of the govern- 
ment expenditure multiplier cannot be deter- 
mined a priori. Econ. Inquiry, Jan. 1987, 25(1), 
pp. 83-102. Carleton University. 

Tobin, James — The Future of Keynesian Eco- 
nomics 

This paper was a dinner speech at the EEA 
meetings, marking the 50th birthday of 
Keynes’s General Theory. Surveying contem- 
porary macro controversy, the paper argues 
against "new cl assica l " business cycle theories, 
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both “real" and “unreal, ” and criticizes “micro- 
foundations” methodology as Robinson Crusoe 
economics misapplied. Keynes's discussion of 
long-term expectation and investment is con- 
trasted to “rational expectations’’ models. Ac- 
cording to Keynes, investors and entrepreneurs 
face uncertain futures to which probability cal- 
culus cannot apply. Their attitudes toward the 
future are a source of exogenous fluctuations 
in investment and in economic activity, beyond 
the shocks of policies, tastes, and technologies 
other theorists recognize. Eastern Econ. 
Oct.-Dee. 1986, 12(4), pp. 347-56. Yale Uni- 
versity. 

Wadhwani, Sushi! B. — The Macroeconomic 
Implications of Profit Sharing: Some Empiri- 
cal Evidence 

Ibis paper attempts an empirical assessment 
of Weitzman’s proposition that profit sharing 
provides an antidote to stagflation. Taking Japan 
as an example of a profit-sharing economy, the 
author shows that it does not have either lower 
cyclical variability of output or lower inflation 
than other industrial countries. The authors 
then reject the propositions that in a profit-shar- 
ing economy: (1) aggregate demand shocks have 
a smaller effect on output deviations and (2) 
import price shocks and wage push have a 
smaller effect on inflation. Therefore, one 
should be wary of the claim that the Japanese 
case supports Weitzman’s model. Econ. J. 
Supp. 1987, 97, pp. 171-83. London School 
of Economics. 

Weitzman, Martin L. — Steady State Unem- 
ployment under Profit Sharing 
This paper demonstrates how asymmetric 
treatment of high-seniority “insider” workers 
and non-tenured “outsiders" gives rise to bad 
macroeconomic steady states in a wage econ- 
omy. The framework uses a Nash bargaining 
solution where workers may bargain over pay 
but firms control hiring. Profit sharing is then 
considered as an alternative payment mecha- 
nism having the automatically corrective incen- 
tive property that employers want to hire more 
outsiders. Given the assumptions of the model, 
it is shown that widespread profit sharing re- 
sults in lower unemployment and more output 
even though it is individually rational for insid- 


ers to prefer wages over profit shares. Econ. 
/.. Mar. 1967, 97(385). pp. 86-106. Massachu- 
setts Institute of Technology. 

014 Welfare Theory 

Davies, James B. — Does Redistribution Re- 
duce Inequality? 

The steady-state effect on inequality of linear 
redistributive schemes based on the taxation 
of earnings, inheritances, or some combination 
of the two is examined. Dynasties that exhibit 
asexual reproduction and altruism are modeled. 
Earnings ability, which may be correlated 
across generations, is exogenous and drawn 
from a stationary distribution. Taxing inheri- 
tances increases inequality by reducing the in- 
tergeneratkmal averaging of “luck.” Taxing life- 
time wealth or income adds a lump-sum tax 
on earnings, making redistribution more suc- 
cessful. However, this success is sensitive to 
the relative size of mean earnings and inheri- 
tances. J. Lab. Econ . , Oct. 1986, 4(4), pp. 538- 
59. University of Western Ontario. 

Ebert, Udo — Size and Distribution of Incomes 
as Determinants of Social Welfare 
The paper is concerned with the relationship 
between the inequality of income distributions 
and the social welfare they imply. Starting point 
is an ordering of income distributions in terms 
of inequality. Based on explicit value judge- 
ments about the trade-off between size and dis- 
tribution of incomes, an ordering in terms of 
social welfare is derived. The welfare (unctions 
representing this ordering allow a size-distribu- 
tion split up. It is shown that the procedure 
can be reversed. This ordinal approach is con- 
siderably more flexible and less arbitrary' than 
most methods proposed in the literature. J. 
Econ. Theory. Feb. 1987, 4/(1), pp. 23-33. 
University of Bonn. 

Hau, Timothy D. — Distributional Cost-Bene- 
fit Analysis in Discrete Choice 
The theory and practice of performing cost- 
benefit analysis in a distributional framework 
is explored within the discrete choice context. 
The social welfare methodology employed 
builds on the conventional Marshallian ap- 
proach and the Hicksian appronch to effi c iency 
cost-benefit analysis developed by the author. 



1648 


Journal of Economic literature 


The theoretical framework is then applied to 
an eight-alternative demand-supply corridor 
simulation model of the San Francisco Bay 
Area. The equity impacts of a policy are ana- 
lyzed by segmenting a sample according to in- 
come group and trip type. Various standard 
welfare functions are found to be particular par- 
ameterizatkms of a selected family of functional 
forms far distributional weights. J. Trans. Econ. 
Policy, Sept. 1986, 20(3), pp. 313-38. Univer- 
sity of Hong Kong. 

Hkkerson, Steven R. — Instrumental Justice 

and Social Economics 

In this paper, the intent is to identify the 
context and general nature of the social econom- 
ics — instrumentalist contribution to the study 
and practice of economic justice. Arguing that 
the ethics and method of instrumentalism are 
consistent with the research agenda of social 
economics, the paper concludes that an instru- 
mentalist conception of justice is also compat- 
ible with this agenda. Such a conception avoids 
the artificial dichotomization of means and ends 
implicit in the Rawls-Noziclc debate, recogniz- 
ing instead the logical inseparability of means 
and ends. A genuinely meaningful conceptual- 
ization of justice must address and integrate 
both process and distributive criteria. Rev. Soc. 
Econ., Dec. 1986, 44(3), pp. 268-80 Mankato 
State University. 

Lane, John and Leininger, Wolfgang — On 
Price Characterization and Pareto-Efficiency 
of Came Equilibrium Growth 
A smooth aggregative model of economic 
growth is analyzed as a game between genera- 
tions. The resulting (game-theoretic) equilib- 
rium growth path is shown to give rise to a 
Pareto-efficient consumption stream. Specifi- 
cally, the resolution of intertemporal conflicts 
by means of a (subgame) perfect Nash equilib- 
rium of the game determines consumption and 
bequest behavior of each generation. For con- 
sumption and production programs resulting 
from differentiable equilibrium strategies a gen- 
eral and complete characterization in terms of 
“competitive’’ prices is given. From these 
prices one infers efficiency of the growth path 
and Pareto-efficiency of the corresponding con- 
sumption stream by standard methods. ]■ Econ. 


(Z. Nationaldkon.), 1986, 46(4), pp. 347-67. 
London School of Economics; University of 
Bonn. 

Le Breton, Michael and Trannoy, Alain — Mea- 
sures of Inequality as an Aggregation of Indi- 
vidual Preferences about Income Distribu- 
tion: The Arrowian Case 
An inequality preorder is a preorder on a 
simplex that satisfies symmetry and strict 
Schur-convexity (the mathematical equivalent 
of the principle of transfers of A. C. Pigou and 
John Dalton). It is shown that individual in- 
equality preorders cannot be aggregated to a 
collective one if we are interested in Kenneth 
Arrow's aggregation rules. Ihe proof uses an 
interesting result of E. Kalai, E. Muller, and 
M. Satterthwaite(J979). Moreover, the authors 
prove further results for the aggregation of indi- 
vidual inequality indices when they allow cardi- 
nality and interpersonal compatibility of utility. 
J. Econ. Theory, Apr. 1987, 41(2), pp. 248- 
69. University of Rennes and GREQE, France. 

Ruiz-Castillo, Javier — Potential Welfare and 
the Sum of Individual Compensating or 
Equivalent Variations 

The author investigates under which condi- 
tions the sign of the sum of both the individual 
compensating and equivalent variations cor- 
rectly indicates changes in potential welfare. 
The author’s results reproduce exactly those of 
Chipman and Moore for the National Income 
Test, which did not rely on individual measures 
of welfare directly related to consumers’ prefer- 
ences: (1) a necessary and sufficient condition 
for the new test to be valid is that individual 
preferences are identical and homothetic; and 
(2) if the distribution of income is constant and 
preferences are homothetic, then the new test 
is valid only if preferences are also identical. 
]. Econ. Theory, Feb. 1987, 41(1), pp. 34-53. 
Universidad Complutense de Madrid, Pozuelo, 
Espana. 

Salt, Raaj Kumar — Queues, Rations, and Mar- 
ket: Comparisons of Outcomes for the Poor 
and the Rich 

This paper presents a positive comparison of 
the outcomes of several alternative allocation 
systems (the queue system, convertible and 
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nonconvertible rations, and the unhindered 
market) to distribute the limited quantity of a 
deficit good among heterogeneous individuals. 
The authors show that, for the poor, the ranking 
of systems (from better to worse) is: convertible 
rations, nonconvertible rations, the queue sys- 
tem, and nonintervention. The rich are found 
to be better off under nonintervention than un- 
der other systems. These and other results are 
notably robust not only to many parameters of 
the economy, but also to certain types of com- 
modity taxes and administrative costs. Amer. 
Leon. Rev., Mar. 1987, 77(1), pp. 69-77. Yale 
Jniversity. 

Scoggins, John Franklin — Welfare Evaluation 
and Household Production with Non-con- 
stant Returns to Scale 

This paper modifies Shephard's lemma and 
Roy’s identity to allow for a nonlinear budget 
xmstraint when measuring exact consumer's 
surplus. The nonlinear budget constraint can 
arise when a good is produced by a household 
with a nonconstant returns to scale technology. 
7 unctk>ns analogous to Marshallian and in- 
zome-compensated demand are derived. This 
model is useful in measuring the exact welfare 
effects of government induced changes in the 
trices or levels of household production factors. 
An example of this would be an energy conser- 
vation program that induces greater purchases 
of ceiling insulation than would otherwise oc- 
:ur. Southern Econ. J. Jan. 1987, 53(3), pp. 
643-49. California State University, Long 
Beach. 

Slesnick, Daniel T. — Welfare Distributional 
Change and the Measurement of Social Mo- 
bility 

A new approach to the measurement of wel- 
fare distributional change and social mobility 
s developed. The novel feature of this model 
's the use of price dependent measures of indi- 
vidual and social welfare in evaluating the mag- 
nitude and direction of the movement in the 
distribution. In addition, the proposed indexes 
of mobility are decomposed into the sum of 
re tween-group and within-group mobility. 
5ach measure is implemented for the United 
States over the period 1947-1982. It is. found 
that in each year society is upwardly tnoltde 


relative to the 1947 distribution. Rev. Econ. 
Statist., Nov. 1986, 68(4), pp. 586-93. Univer- 
sity of Texas. 

Vaughan, R. N. — Welfare Approaches to the 
Measurement of Poverty 
A set of poverty indices is constructed which 
is based on an explicit view of die loss of social 
welfare which results from the existence of pov- 
erty, in comparison to a society in which pov- 
erty has been eliminated. The indices are based 
on the entire distribution of income, rather than 
only the incomes of the poor, and thus embody 
the concept of relative deprivation. Formal 
properties of the indices are developed, to- 
gether with their relationship to welfare based 
inequality indices; both are seen as subsets of 
a wider choice of measures dependent on a par- 
ticular choice of “reference” distribution. Econ. 
J.. Supp. 1987, 97, pp. 160-70. University Col- 
lege, London. 

Vega- Redondo, Fernando — Efficiency and 
Nonlinear Pricing in Nonconvex Environ- 
ments with Externalities: A Generalization 
of the Lindahl Equilibrium Concept 
It is a well known fact that if damaging exter- 
nalities occur, nonconvexities will necessarily 
arise in the underlying economic environment 
rendering questionable the relevance of stan- 
dard market approaches to the allocation prob- 
lem. In response to this state of affairs, the au- 
thor defines and studies a generalization of the 
Lindahl Equilibrium concept that allows for 
nonlinear pricing systems in which the marginal 
outlay may depend on the quantity purchased. 
This “Generalized Lindahl Equilibrium" attains 
local Pareto efficiency for its associated alloca- 
tions and is able to support (in the usual sense) 
any Pareto-efficient allocation that satisfies a 
regularity condition. J. Econ. Theory, Feb. 
1987, 4i(l), pp. 54-67. Universidad Autonoma 
de Barcelona and University of Alicante and 
Institute de Anilisis Econdmico CSIC. 

OSS Social Choice 

Atkinson, Anthony B. — James M. Buchanan’s 
Contributions to Economics 
This survey of James M. Buchanan’s contri- 
butions to economics is divided into eight main 
categories: the influence of Knot Wickseit and 
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the pure theory of government finance; the Ital- 
ian tradition and the burden of national debt; 
the calculus of consent; application of the public 
choice approach; application to public finance; 
public goods and clubs; fiscal constitutions; and 
the reason of rules. A bibliography of Buchan- 
an’s publications, 1949 to 1986, concludes the 
survey. Scand. J. Econ., 1987, 89(1), pp. 5- 
15. London School of Economics and Political 
Science. 

Nelson, Douglas and Silberberg, Eugene — 
Ideology and Legislator Shirking 
The authors argue that legislator shirking 
(voting on the basis of personal ideology rather 
than the interests of one’s constituents) can ex- 
ist, but its appearance should conform to the 
law of demand. They test and confirm this the- 
ory using votes on defense expenditure bills 
in the U.S. Senate in 1982. The authors assume 
the cost of shirking is relatively higher on nar- 
rowly focused bills on specific weapons systems 
with well-defined beneficiaries, and relatively 
lower on general defense expenditure bills with 
uncertain final distribution of fends. Greater 
influence for senators’ ideology in general ver- 
sus specific bills is found. Econ. Inquiry, Jan. 
1987, 25(1). pp. 15-25. U. S. Air Force Acad- 
emy, Colorado Springs. Colorado; University 
of Washington. 

Saari, Donald G. — The Source of Some Para- 
doxes from Social Choice and Probability 
The geometric property of open sets being 
mapped to open sets is used to explain, unite, 
and extend several paradoxes coming from 
probability and social choice. In this way, sev- 
eral new results about the intransitivities of 
election rankings, the cycles of agenda manipu- 
lation, gambling, waiting times, and Simpson’s 
paradox from conditional probability are ob- 
tained. J. Econ. Theory, Feb. 1987, 41(1), pp. 
1-22. Northwestern University. 

Saltunan, Gregory M. — Congressional Voting 
on Labor Issues: The Role of PACs 
The author finds that the contributions of 
both labor and corporate political action com- 
mittees (PACs) had a significant direct effect 
on die roll -call voting of members of the House 
of Representatives on labor issues in 1979-80, 


even controlling for the Representative’s politi- 
cal party and characteristics of the constituency. 
Since PAC money also affects roll-call voting 
indirectly (by influencing which party wins 
elections), its overall impact is probably sub- 
stantial. The author also finds that labor PACs 
have focused more on influencing election out- 
comes than on carrying favor with powerful 
members of the House whose reelection is 
likely. Ind. Lab. Relat. Rev., Jan. 1987, 40(2), 
pp. 163-79. Albion College and University of 
Michigan. 

van Velthoven, Ben and van Winden, Frans — 

Social Classes and State Behavior 
The paper studies the endogenization of state 
behavior in macroeconomic modeling, using 
the so-called interest function approach. The 
state is considered as a complex organization 
whose actions are, inter alia, determined by 
the interests of the different social classes and 
by their relative power vis-i-vis the state. The 
textbook Keynesian model is transformed into 
a politico-economic model. The dynamic ver- 
sion of the model takes account of the effect 
on state behavior of changes in the social power 
structure due to developments in the economic 
process./. Inst. Theoretical Econ., Sept. 1986, 
142( 3), pp. 542-70. Leyden University, Nether- 
lands; University of Amsterdam. 

026 Economics of Uncertainty and Information; 

Game Theory and Bargaining Theory 

Allen, Beth — Smooth Preferences and the Ap- 
proximate Expected Utility Hypothesis 
Mild smoothness conditions on continuous 
complete preorders over lotteries imply that 
various local versions of the expected utility 
hypothesis are satisfied — i.e., for small devia- 
tions, there is a utility (representing the individ- 
ual's preferences) that is linear in probabilities. 
For these results, notions of smooth prefer- 
ences over an infinite dimensional set of proba- 
bility measures are developed. /. Econ. Theory, 
Apr. 1987, 41(2), pp. 340-55. University of 
Pennsylvania. 

Acid, Masahiko — Horizontal vs. Vertical Infor- 
mation Structure of the Firm 
This paper compares the efficiency of two in- 
formation structures of the firm in coordinating 
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operational decisions among technologically-in- 
terrelated constituent units (shops) whose costs 
are uncertain. The structures compared are a 
hierarchical one in which the capability of man- 
agement to monitor and respond to emergent 
events at the shop level is bounded; and a hori- 
zontal one in which production decisions are 
coordinated among shops without the centrali- 
zation of information, but the capability of 
semiautonomous problem-solving by compo- 
nent units improves over time through leam- 
ing-by-doing and better uses of on-the-spot 
knowledge. A comparison of Japanese and 
American practices precedes the analysis. 
Amer. Econ. Rev. Dec. 1986, 76(5), pp. 971- 
83. Stanford University and Kyoto University. 

Aumann, Robert J. — Correlated Equilibrium 
as an Expression of Bayesian Rationality 
If it is common knowledge that the players 
in a game are Bayesian utility maximizers who 
treat uncertainty about other players' actions 
like any other uncertainty, then the outcome 
is necessarily a correlated equilibrium. Random 
strategies appear as an expression of each play- 
er’s uncertainty about what the others will do, 
not as the result of willful randomization. Use 
is made of the common prior assumption, ac- 
cording to which differences in probability as- 
sessments by different individuals are due to 
the different information that they have (where 
“information’' may be interpreted broadly, to 
include experience, upbringing, and genetic 
makeup). Econometrica, Jan. 1987, 55(1), pp. 
1-18. Hebrew University. 

Rand, Yoram — Knight's “Moral Hazard” The- 
ory of Organization 

In this paper the author suggests that besides 
Frank Knight’s well recognized “uncertainty" 
explanation of the firm, he had another one. 
“Moral hazard” is the central feature in the sec- 
ond, largely overlooked theory. The author ar- 
gues, and attempts to document, that this the- 
ory is not a chance excursion but is rather quite 
well developed by Knight. Econ. Inquiry, Jan. 
1987, 25(1), pp. 117-20. University of Washing- 
ton. 

Ekhenbaum, Martin S. aad Pdad, Dan — Cap- 
ital Accumulation and Annuities in an Ad- 
verse Selection Economy 


This paper suggests that advene selection 
problems in competitive annuity markets can 
generate quantity-constrained equilibria in 
which some agents, whose length of lifetime 
is uncertain, find it advantageous to accumulate 
capital privately. This occurs despite the higher 
rates of return on annuities. The welfare prop- 
erties of these allocations are analyzed. It is 
shown that the level of capital accumulation is 
excessive in a Paretian sense. Policies that elim- 
inate this inefficiency are discussed. /. Polit. 
Econ . , Apr. 1987, 95(2), pp. 334-54. Carnegie- 
Mellon University; Camegie-Mellon Univer- 
sity and Technion, Haifa, Israel. 

Engeri, Maxim and Fernandez, Luis F. — Mar- 
ket Equilibrium with Hidden Knowledge and 

Self-selection 

The problem of the existence of a competitive 
equilibrium in models with hidden knowledge 
and self-knowledge has been discussed previ- 
ously by M. Rothschild and J. E. Sti glitz (1976), 

C. A. Wilson (1977), and J. G. Riley (1979) 
Recent analyses of such models by I. Cho and 

D. Kreps (1986) and Riley argue for a particular 
outcome — the Pareto-dominant separating, 
zero-profit one. The authors prove the exis- 
tence of such an outcome under very general 
conditions and, generalizing the reactive equi- 
librium concept introduced by Riley', they 
prove this outcome is the unique reactive equi- 
librium. Econometrica, Mar. 1967, 55(2). pp 
425-39. University of Virginia; Oberlin Col- 
lege. 

Fraser, R. W. — Uncertainty and Production 

Quotas 

The introduction of a quota with a risk-neutral 
producer will lead to a reduction in planned 
production. Also, uncertainty influences 
planned production indirectly in a situation 
where over-quota production can be sold in an 
uncertain export market. The direction of this 
influence depends on the relationship between 
the producer’s uncertainties of price and pro- 
duction. The welfare assessment of the impact 
of production quotas must incorporate the role 
of uncertainty. Econ. Rec. , Sept. 1986, 62(176), 
pp. 336-42. University of Western Australia, 
Ned lands. 
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Green, Jerry R. and Lafibot, Jean-Jacque# — 
Posterior Implementability in a Two-Person 
Decision Problem 

When a decision rule is implemented using 
a Bayesian incentive compatible mechanism in 
which the messages are publicaily observable, 
the players’ information is augmented by their 
observation of each others’ strategies. In this 
paper the authors study the set of Bayesian im- 
plementable decision rules which have the fur- 
ther property that the information conveyed 
in the process of thier implementation does not 
invalidate the optimality of the players’ strate- 
gies. Such rules are called posterior implement- 
able. The authors concentrate on a two-person 
problem with two possible decisions and, for 
this problem, they obtain a complete character- 
ization of the set of posterior implementable 
decision rules. Econometrica, Jan. 1987, 55(1), 
pp. 69-94. Harvard University; GREMAQ, 
Toulouse, France. 

Harris, Christopher and Vickers, John — Rac- 
ing with Uncertainty 

The paper presents two models of races in 
which there is both technological uncertainty 
and strategic interaction between competitors. 
The authors’ aim is to see how the efforts of 
competitors in a race vary with the intensity 
of rivalry between them. In the principal 
model, which is of a one-dimensional race, it 
is shown that the leader in the race makes 
greater efforts than the follower, and efforts in- 
crease as the gap between competitors de- 
creases. Under certain conditions the same re- 
sults hold in the second related model, which 
is of a two-dimensional race. Rev. Econ. Stud. , 
Jan. 1987, 54(1), pp. 1-21. Nuffield College, 
Oxford. 


must work well in - range 
cannot, therefore, be complicated fimerion. of 
the observed outcome. The authors illustrate 
these ideas in a particular model where the 
agent has a rich space of controls, showing that 
the unique optimal compensation scheme is a 
linear function of profits. Econometrica, Mar. 
1987, 55(2), pp. 303-28. Yale University. 

Jewitt, Ian — Risk Aversion and the Choice be- 
tween Risky Prospects: The Preservation of 
Comparative Statics Results 
Most results in the comparative statics of risk 
aversion are obtained when there is only one 
source of uncertainty. The primary example is 
that more risk-averse people are willing to pay 
a higher premium of insuring against risk. It 
is known that the results do not generally carry 
over when there is another source of uncer- 
tainty. The paper develops conditions under 
which comparative statics results are robust 
against the introduction of additional sources 
of uncertainty. Rev. Econ. Stud., Jan. 1987, 
54(1), pp. 73-85. University of Bristol. 

Karni, Edi — Generalized Expected Utility 
Analysis of Risk Aversion with State-Depen- 
dent Preferences 

In this paper the author develops measures 
of absolute risk aversion for preference relations 
on risky prospects that are state-dependent and 
are representable by Frechet differentiable, 
nonlinear, functionals. A comparative statics 
analysis of optimal air travel insurance coverage 
illustrates the usefulness of the proposed mea- 
sures. It is also demonstrated that the analytical 
framework described above is consistent with 
the purchase of air travel insurance even in 
circumstances where expected utility theory is 


Holmstrom, Bengt and Milgrom, Paul — Aggre- 
gation and Linearity in the Provision of Inter- 
temporal Incentives 

The authors develop two themes in the the- 
ory of incentive schemes. First, one need not 
always use all of the information available in 
an optimal incentive contract. Accounting infor- 
mation, which aggregates performance over 
time, is sufficient for optimal compensation 
schemes in certain classes of environments. 
Second, optimal rules in a rich environment 


not. Int. Econ. Rev., Feb. 1987, 28(1), pp. 229- 
40. Johns Hopkins University. 

LeRoy, Stephen F. and Singell, Larry D., 
Jr. — Knight on Risk and Uncertainty 
It is argued that the received interpretation 
of Frank Knight’s (1921) classic risk-uncertainty 
distinction — as concerning whether or not 
agents have subjective probabilities — consti- 
tutes a misreading of Knight. On the contrary, 
Knight shared the modern view that agents can 
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be assumed always to act as if they have subjec- 
tive probabilities. The authors document their 
contention that by uncertainty Knight instead 
meant situations in which insurance markets 
collapse because of moral hazard or adverse se- 
lection. Knight’s discussion of market failure, 
although always informal and in places inaccu- 
rate, was in many respects a remarkable antici- 
pation of the modem literature. J. Polit. Econ. . 
Apr. 1987, 95(2), pp. 394—406. University of 
California, Santa Barbara and University of Cal- 
ifornia, Berkeley; University of California, 
Santa Barbara. 

Lippman, Steven A.; Mainer, John W. and 
McCardle, Kevin F. — Comparative Statics in 
Non-cooperative Carnes via Transfinitely It- 
erated Play 

A. Tarski’s fixed point theorem establishes 
the existence of a Nash equilibrium when (1) 
each player’s lattice of strategies is complete 
and (2) the composite best response function 
is isotone. Supposing the composite best re- 
sponse function is also isotone in one of the 
underlying parameters, then the transfinite 
variant of iterated best response play is shown 
to "converge” and to produce an unambiguous 
comparative statics analysis. The efficacy of this 
approach is demonstrated with three examples. 
]. Econ. Theory, Apr. 1987, 41(2), pp. 288- 
303. University of California, Los Angeles; 
University of California. Los Angeles; Duke 
University. 

Loomes, Graham and Sugden, Robert — Test- 
ing for Regret and Disappointment in Choke 
under Uncertainty 

Much of the experimental evidence concern- 
ing violations of von Neumann-Morgenstem 
expected utility theory has been collected from 
experiments designed with conventional theory 
in mind and does not provide direct tests of 
alternative models such as regret theory and 
disappointment theory. This paper reports and 
discusses recent evidence produced by an ex- 
periment specifically designed to test for the 
impacts of regret and disappointment, and to 
indicate their relative importance. Econ. J., 
Supp. 1987, 97, pp. 118-29. University of 
York; University of East Anglia. 


R6ett, Adsa A. — Risk Aversion in Qoiggin and 
Yaari’s Rank-Order Model of Choice under 
Uncertainty 

This paper studies the rank-dependent model 
of choice under uncertainty proposed by J. 
Quiggin in 1962 and elaborated by M. E. Yaari 
in 1984. First, a rigorous axiomatic foundation 
for the model is provided. A very dose analogy 
wijh expected utility theory is drawn, permit- 
ting a considerably simplified treatment. Risk 
aversion and its measurement are then studied; 
two characterizations, one weaker and one 
stronger, are presented in addition to the one 
considered by Yaari. Lastly, risk aversion and 
other properties of the model are related to 
empirically observed departures from expected 
utility maximizing behavior. Econ. Supp. 
1987, 97, pp. 143-59. London School of Eco- 
nomics. 

Segal, Uz» — The Ellsberg Paradox and Risk 
Aversion: An Anticipated Utility Approach 
The paper describes a decision process under 
whkh it is rational to prefer a lottery with 
known probabilities to a similar ambiguous lot- 
tery where the decision maker does not know 
the exact values of the probabilities (the “Ells- 
berg paradox"). This is done by modeling am- 
biguous lotteries as two-stage lotteries, by as- 
uming the independence axiom without the 
reduction of compound lotteries axiom, and by 
using the anticipated utility functional. This 
paper also gives conditions under which less 
ambiguity is preferred and presents some com- 
parative statics analysis as well as some inter- 
personal comparisons. Finally, it proves that 
within the anticipated utility framework, risk 
and ambiguity are almost identical. Ini. Econ. 
Rev., Feb. 1987, 28(1), pp. 175-202. Univer- 
sity of Toronto. 

Williams, Steven R. — Efficient Performance in 
Two Agent Bargaining 
This paper concerns ex ante incentive effi- 
cient performance in the bargaining of one 
buyer and one seller over a single item. For 
any element in a specified class of distributions 
of the buyer's and the seller’s valuations of the 
item, all of the (interim) individually ratioaal 
and efficient allocation rules are characterized, 
it is also shown that the “buyer’s bid’* and the 
"seller’s price" double auctions are efficient for 
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all distributions in the specified class. These 
results are obtained by studying efficiency as 
a linear programming problem. ]. Econ The- 
ory, Feb. 1987, 41(1), pp. 154-72. Northwest- 
ern University. 

Yaari, Menahem E. — The Dual Theory of 
Choice under Risk 

This paper investigates the consequences of 
the following modification of Expected Utility 
theory: instead of requiring independence with 
respect to probability mixtures of risky pros- 
pects, require independence with respect to 
direct mixing of payments of risky prospects. 
A new theory of choice under risk — a so-called 
Dual theory — is obtained. Within this new the- 
ory, the following questions are considered: (1) 
numerical representation of preferences; (2) 
properties of the utility function; (3) the possi- 
bility for resolving the “paradoxes" of Expected 
Utility theory; (4) the characterization of risk 
aversion; and (5) comparative statics. The paper 
ends with a discussion of other non- Expected 
Utility theories proposed recently. Econo- 
metrica, Jan. 1987, 55(1), pp. 95-115. Institute 
for Advanced Studies, Hebrew University. 

027 Economics of Centrally Planned Economies 
Ha runs, Shoji — Random Input Price and the 
Theory of the Competitive Cooperative Firm 
This paper examines a competitive coopera- 
tive firm under input price uncertainty, com- 
paring it with a capitalist firm. The author shows 
that the firm with input price uncertainty pro- 
duces output with a smaller capital- labor ratio 
than that of the certainty equivalent twin. Fur- 
ther, it is shown that the effects of a change 
in uncertainty on capital, labor, and output are 
die same as the effects of a change in wage; 
however, the effects of output price changes 
are exactly the opposite. In general, results can- 
not be inferred concerning the behavior of the 
cooperative firm from the behavior of the capi- 
talist firm. /. Compar. Econ., Mar. 1987, 11(1), 
pp. 81-95. Ohita University, Japan. 

030 Hisroar or Economic Thovchti 
Methodology 

091 History of E c ono mi c Thought 

Ault, Richard W, and Eketund, Robert B., 
Jr. — The Problem of Unnecessary Originality 
in Economics 


The role of the “literature search" in the cre- 
ative process of theory development is the sub- 
ject of this paper. Using a case study from the 
theory of public utilities (peak-lead pricing), the 
paper develops a “positive” economic approach 
to the subject of originality by identifying some 
of the costs and benefits of the practice of the 
methods of the intellectual historian. The paper 
concludes that use of these methods, together 
with changes in reviewing procedures, tenure 
laws, etc., would have a predictable and benefi- 
tical impact of eliminating unnecessary original- 
ity in the development of economic theory. 
Southern Econ. ]., Jan. 1987, 53(3), pp. 650- 
61. Auburn University. 

Baron, Samuel H. — Was Kriianif a Mercantil- 
ist? 

This paper concerns the economic thought 
of Kriianil (1618-1683) with regard to Musco- 
vite Russia, as set forth in his Politika. The 
conclusion: Kriianil was a mercantilist, but of 
a particular kind. Mercantilism varied a good 
deal according to time, place, and expositor. 
The mercantilism of Kriianil has much in com- 
mon with that found elsewhere in Europe, but 
it also has special features, which derive from 
the facts that: (1) as a priest, he was steeped 
in Catholic thought; and (2) Muscovite Russia 
was an exceptionally backward country vis-i- 
vis most of Europe in the seventeenth century. 
Hist. PoUt. Econ., Spring 1987, 19(1), pp. 67- 
86. University of North Carolina. 

Bodily, Christopher L. — Henry David Tho- 

reau: The Instrumental Transcendentalist? 

Both New England transcendentalism and in- 
stitutionalism are unique strands of the Ameri- 
can intellectual tradition. This essay attempts 
to open a dialogue between these traditions and 
to explore the possibility of including Henry 
David Thoreau in the rich heritage of institu- 
tional thought. The pivotal role of intuition 
emerges from a discussion of the similarities 
between the transcendental principles of Tho- 
reau’s life and work and the development of 
the instrumental theory iff value within institu- 
tionalism. This essay concludes that if there is 
room for intuition within instrumentalism, then 
there is room for Thoreau in the history of insti- 
tutional thought. /. Econ. Issues, Mar. 1987, 
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21(1), PP- 203-18. University of California, 
Santa Cruz. 

Bottaph, Samuel and Shiefa, Yeung-Nan — 
Jevons’s Demand Curve 
Historians of the early development of math- 
ematical economics have questioned W. S. 
Jevons’s churn of priority over Fleeming Jenldn 
in the use of graphic demand and supply curves. 
This article argues that Je vons has general prior- 
ity in that, using applied econometrics, he de- 
rived and presented the long-run demand curve 
for corn in his classes at Owens College before 
Jenldn published his own graphic and hypothet- 
ical short-run supply and demand analysis. The 
article also provides some insight into Jevons's 
conception of demand and supply relations and 
how they differed from those of A. A. Cournot, 
J. Dupuit, and A. Marshall. Hist. Polit. Earn . , 
Spring 1987, 19(1), pp. 107-26. University of 
Dallas, Irving; University of Alaska, Fairbanks. 

Cooldngham, Mary E. — Social Economists and 
Reform: Berkeley, 1906-1961 
This article traces the origin, growth and sig- 
nificance of social economy within the Berkeley 
economics department. At Berkeley this was a 
subfield within economics for over twenty 
years. These social economists were extremely 
active in legislative reform and in the collection 
of socioeconomic data. They were involved in 
all aspects of the economics department and 
interacted with other members of the depart- 
ment in research throughout the department's 
formative years. While not a comprehensive 
history of the department, this article highlights 
much of its history, including its recruitment 
policies, its relationship with Wisconsin, and 
the California Oath Controversy of the early 
1950s. Hist. Polit. Econ., Spring 1987, 19(1), 
pp. 47-65. Michigan State University. 

Ekeluod, Robert B. Jr. and Shieh, Yeung- 
Nan — Dupuit, Spatial Economics, and Opti- 
mal Resource Allocation: A French Tradition 
This paper uncovers and develops nine- 
teenth-century engineer Jules Dupuit'i pivotal 
role in the independent French tradition in spa- 
tial economic analysis. Dupuit'* invention of 
market area studies and (approximately first-de- 


gree) spatial price discrimination is illustrated 
with a simple mathematical model. Next, Du- 
puti’s conception of optimal toll structures and 
their relation to efficient transport systems, reg- 
ulation, and economic welfare is analyzed and 
shown to contain a remarkably modern case 
for transport deregulation. The paper also as- 
sesses Dupuit’s role in the development of spa- 
tial economics and in the French contribution 
to the location paradigm in microeconomic anal- 
ysis. Economica, Nov. 1986, 53(212), pp. 483- 
96. Auburn University. 

Gilbert, Geoffrey N. — W. F. Lloyd and Social- 
ism: A Note 

The question has been raised whether, in 
the writings of English classical economist 
W. F. LJoyd (1794-1852), there are “forrshad- 
owings of socialist thought." Textual evidence 
has been produced on both sides of the issue. 
This note cites evidence previously overlooked 
and finds Lloyd highly skeptical toward "sys- 
tems of equality" on three grounds: lack of work 
incentives, waste of resources, and tendency 
toward overpopulation. Lloyd's 1837 critique 
of the equalitarian principle, though condensed 
and abstract, is actually more encompassing 
than that of his better-known predecessor, Mal- 
thus. Australian Econ. Pap . , June 1966, 25(46), 
pp. 144-46. Hobart and William Smith Col- 
leges. 

Kleinian, Ephraim — ‘Just Price’ in Talmudic 

Literature 

The Ona'a (“overreaching") rule is the Tal- 
mudic forerunner of the justum prehtm of medi- 
eval scholastic thought. To the Rabbinical 
sages, overreaching consisted of a significant 
departure from the law of die one price. The 
rule was motivated by a wish to prevent in- 
equality of information from having distribu- 
tiooaJ effects. But an analysis of the different 
opinions as to what constitutes an infringement, 
and of some associated roles, makes it possible 
to identify the underlying conceptualization of 
markets and prices. The Talmudic discussion 
reveals rudimentary protaeconomic theorizing, 
reflecting the conditions of the predominately 
agricultural society in which it evolved. Hist. 
Polit. Econ., Spring 1967, 19(1), pp. 23-15. He- 
brew University, Jerusalem. 
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Hamada, Koicbi — Tie Impact of the General 

Theory in Japan 

The General Theory was introduced to Japan 
immediately after its publication, and its Japa- 
nese transition published in 1941 sold nearly 
9,000 copies. The influence of the textbook ver- 
sion of Keynesian economics began after World 
War I. This paper describes the strong impact 
of Keynesian economics on Japanese academics 
where the influence of neoclassical economics 
had not been so strong until the 1960s. Policy 
makers also accepted the analytical framework 
of Keynesian thinking, but actual policy forma- 
tion may not have been strongly conforming 
to the Keynesian policy prescriptions, because 
of various constraints like the balanced budget 
principle. Eastern Econ. ]., Oct. -Dec. 1986, 
J2(4), pp. 451-66. Yale University. 

Larson, Bruce — Bickerdike’s Life and Work 

This paper relates the principle details of the 
life and work of Charles Frederick Bickerdike 
(1876-1961). Bickerdike is shown to have made 
significant contributions to tariff theory, the ac- 
celeration principle, the multiplier, growth the- 
ory, and the analysis of external effects. These 
writings were principally influenced by the 
work of F. Y. Edgeworth and A. C. Pigou. As 
Bickerdike's work foreshadowed later develop- 
ments in British economics, it is suggested that 
further study of Edgeworth and Pigou will yield 
a more continuous view of the development 
of British economics. Hist. Polit. Econ . , Spring 
1987, 19(1), pp. 1-21. University of North Caro- 
lina, Asheville. 

Mattson, Vernon and Til man, Rick — Thorstein 

Veblen, Frederick Jackson Turner, and the 

American Experience 

This paper compares the strikingly different 
views and attitudes toward America of Freder- 
ick Jackson Turner (1861-1932) and Thorstein 
Vebilen (1857-1929). Although these scholars 
were among the most influential American 
drinkers of their time and in particular were 
sometimes lumped together as influential pro- 
gressives in the period 1901-16, heretofore no 
systematic effort has been made to contrast 
their respective “progressive" and “radical" 
views of the American experience. This com- 


parative treatment offers instructive perspec- 
tives for assessing the contributions and signifi- 
cance of these social theorists. J. Econ. Issues, 
Mar. 1987, 21(1), pp. 219-35. University of Ne- 
vada, Las Vegas. 

Mumy, Gene E. — Silences in Ricardo: Com- 
parative Advantage and the Class Distribu- 
tion of Free Trade Benefits 
David Ricardo's theory of economic growth 
depends crucially on his theory of the distribu- 
tion of output among the three major economic 
classes he designates. Interestingly, however, 
his analysis of the gains from free trade based 
on comparative advantage is carried out in the 
supra-class terms of augmenting a nation's 
riches. The purpose of this paper is to examine 
the class distribution of free trade benefits in 
a manner consistent with Ricardo’s growth the- 
ory. In this context, it is shown that free trade 
is not necessarily advantageous for a country’s 
economic growth and the welfare of a consider- 
able part of its population. Rev. Soc. Econ., 
Dec. 1986, 44(3), pp. 294-305. Ohio state Univ- 
ersity. 

Perlman, Morris — Of a Controversial Passage 
in Hume 

David Hume’s (1955) analysis of how a change 
in the quantity of money can have a temporary 
effect on real income has been variously inter- 
preted and misinterpreted for over two hun- 
dred years. A possible reason for some misin- 
terpretation is Hume’s archaic use of the term 
“labor. ’’ With the correct interpretation, which 
is consistent with Hume’s other theories and 
in particular his theory of the interest rate, the 
reason for the temporary effect on real income 
is that prices lag behind money wages, and a 
rise in real wages leads to an increased supply 
of effort. J. Polit. Econ. , Apr. 1987, 95(2), pp. 
274-89. London School of Economics. 

Pullen, John M. — Some New Information on 
the Rev. T. R. Malthus 
Letters, testimonials, and other documents 
contained in the Winchester diocesan records, 
but hitherto unpublished, throw light on the 
circumstances of Malthus’s clerical career anc 
on the orthodoxy of his theological opinions. 
Hist. Polit. Econ., Spring 1987, 19(1), pp. 127- 
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40. University of New England, Armidale, Aus- 
tralia. 

Rashid, Salim — Historical Notes on the Origins 
of Supply-Side Economics and Its Ethical 
Roots: Say's Law, Smith's Law, or Moral 
Law? 

It is argued in this essay that the primary 
theoretical assumption supporting supply-side 
economics is the assumption of full-employ- 
ment. A variety of historical instances are pro- 
vided to demonstrate that this assumption has 
long been recognized as a critical one. The his- 
torical dominance of the supply-side view is 
then traced to its ethical underpinnings. Quart. 
Rev. Econ. Bus., 26(4), pp. 22-34. University 
of Illinois. 

Reid, Gavin C. — Disequilibrium and Increas- 
ing Returns in Adam Smith’s Analysis of 
Growth and Accumulation 
Smithian growth is seen as having at its core 
a sectoral model, with many, if not all, sectors 
subject to increasing returns, and growth taking 
place at a rate which is variable through time 
and across sectors, in response to disequilibria. 
The final outcome of all this is stationarity. The 
division of labor modifies linearly homogeneous 
production functions so that they exhibit in- 
creasing returns; this effect is modeled explic- 
itly. It is then used to extend the Young-Kaldor 
analysis of Smithian growth. Hist. Polit. Econ., 
Spring 1987, 29(1), pp. 87-106. University of 
Edinburgh. 

Rima, Ingrid H . — The Pigon-Keynes Contro- 
versy about Involuntary Unemployment; A 
Half-Century Reinterpretation 
This paper reexamines the controversy be- 
tween Keynes and Pigou to reaffirm the basis 
for the concept of involuntary unemployment. 
Keynes's argument was that an inflationary pol- 
icy to cut real wages will affect the labor market 
perversely because the real wage does not mea- 
sure the marginal disutility of labor. A real wage 
cut calls forth an increased labor supply (appro- 
priately represented by a rightward shift of the 
supply curve) as workers try to preserve con- 
ventional living standards at higher prices. Un- 
less the reel wage cut increases die aggregate 
demand for labor sufficiently to provide em- 


ployment for the increased supply, there will 
be unemployment which is involuntary in the 
Keynesian sense. Eastern Econ. J. , Oct. -Dec. 

1986, 22(4), pp. 467-77. Temple University. 

Tflman, Rick — Grace Jaffe and Richard Ely on 
Thorstein Veblen: An Unknown Chapter in 
American Economic Thought 
One chapter of Richard Ely’s unpublished 
manuscript The Story of Economics in the 
United States was a collaborative effort with 
Grace Jaffo on the subjective of Thorstein Veb- 
len. While finding much of value in Veblen’s 
writings, they criticized him from the perspec- 
tive of liberal reformism. His radical critique 
of neoclassical economics and American capital- 
ism was too extreme, and his empirically valid 
insights and value-laden doctrines were so in- 
terwoven as to seriously compromise the scien- 
tific integrity of his theories. His work would 
have more lasting value had he acted less as a 
propagandist and more as a scientific econo- 
mist. Hist. Polit. Econ., Spring 1987, 29(1), pp. 
141-62. University of Nevada, Las Vegas. 

036 Economic Methodology 
Arouh, Albert — The Mumpsimus of Econo- 
mists and the role of Time and Uncertainty 
in the Progress of Economic Knowledge 
Radical change in economic theory has found 
stubborn resistance (what Joan Robinson has 
called "mumpsimus”) from orthodox econo- 
mists. Dispite Keynes's revolutionary theories 
concerning time and uncertainty, the neoclassi- 
cal synthesis regressed to a new classical world 
of timelessness and near certainty. Such resis- 
tance cannot be justified either by appeals to 
instrumentalism and innocuous falsificationism, 
or by appeals to criteria of progress implied in 
1. Lakotos and L. Laudan. If uncertainty (as 
distinguished from risk) means inherent insta- 
bility, then it has subversive ideoiogica) conno- 
tations, which is why its use in economic theory 
is resisted. J. Pott Keynesian Econ., Spring 

1987, 9(3), pp. 395-423. American College of 
Greece, Athens. 

•40 Economic Hmon 
041 Economic H isto ry : General 
Clark, Gregory — Why Isn't the Whole World 
Developed? Lessons from the Cotton MtBs 
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Id 1910 one new England cotton textile oper- 
ative performed as much work as 1.5 British, 
2.3 German, and nearly 6 Greek, Japanese, In- 
dian, or Chinese workers. Input substitution 
and differences in technology, management, 
and workers’ training or inherent abilities do 
not explain this. Instead, local culture seems 
to have determined worker performance. Such 
differences, if widespread, would explain much 
of the international variation in wages. They 
also have important consequences for under- 
standing labor migration, the choice of tech- 
nique, and the sources of economic growth. J. 
Econ. Hist., Mar. 1987, 47(1), pp. 141-73. Stan- 
ford University. 

Meiners, Roger E. and Nardinelli, Clark — 
What Has Happened to the New Economic 
History? 

The new economic history, or cliometrics, 
has transformed the study of economic history 
in recent decades. The two main branches of 
cliometrics, economic history and the property 
rights approach, both emphasize the application 
of explicit theory to historical events. The result 
has been substantial and sometimes startling 
revisions of conventional historical wisdom. De- 
spite its successes, the new economic history 
has been criticized vigorously and has seen its 
influence with historians and economists de- 
cline. The authors offer an explanation for that 
decline. J. Inst. Theoretical Econ. , Sept. 1986, 
142(3), pp. 510-27. Clemson University. 

042 Economic History: United States and Canada 

Lewis, Frank and MacKinnon, Mary — Gov- 
ernment Loan Guarantees and the Failure 
of the Canadian Northern Railway 
The failure of the Canadian Northern Railway 
is analyzed with a model of optimal capital 
structure drawn from finance theory. Ex ante 
bankruptcy probabilities, which are computed 
on the basis of different assumptions about in- 
vestors’ expectations, range from 40 to 90 per- 
cent; and the authors’ best estimate is about 
70 percent. These high probabilities were a con- 
sequence of loan guarantees provided to the 
Canadian Northern by the federal and provin- 
cial governments. The guarantees induced the 
railway’s promoters to undertake an ex ante un- 


profitable project and to finance that project 
almost exclusively with debt. J. Econ. Hitt. 
Mar. 1987,47(1), pp. 175-96. Queen’s Univer- 
sity. 

Mills, Geofrey and Rockoff, Hugh — Compli- 
ance with Price Controls in the United States 
and the United Kingdom during World War 
II 

The authors are concerned here with the eva- 
sion of price controls in the United States and 
the United Kingdom during World War II. The 
evidence suggests that controls produced less 
evasive activity in the United Kingdom. After 
considering several explanations they conclude 
that the key was the degree of regimentation. 
The British controlled all stages of production, 
limited the range of products available at each 
stage, and allocated relatively more resources 
to managing and enforcing controls. ]. Econ. 
Hist., Mar. 1987, 47(1), pp. 197-213. Univer- 
sity of Northern Iowa, Cedar Falls; Rutgers 
University. 

Whatley, Warren C. — Southern Agrarian La- 
bor Contracts as Impediments to Cotton 
Mechanization 

The traditional view of cotton mechanization, 
first advanced by rural sociologists in the 1920s, 
is that Southern agrarian institutions impeded 
progress. Recently their view has been ques- 
tioned. New studies attribute much of the 
Southern lag to factors like small-scale produc- 
tion, cheap labor, the cotton crop, and environ- 
ment. The author contributes to the debate by 
emphasizing how the structure of the Southern 
economy encouraged landlords to use annual 
labor contracts that hindered attempts to mech- 
anize. He presents evidence that supports the 
traditional view and suggests how the incentive 
structure of annual labor contracts delayed in- 
vention of the mechanical cotton picker. J. 
Econ. Hitt., Mar. 1987, 47(1), pp. 45-70. Uni- 
versity of Michigan. 

044 Economic History) Europe 
Heim, Carol E. and Mirowsld, Philip — Inter- 
est Rates and Crowding-out during Bri tains 
Industrial Revolution 

Available evidence on interest rates and gov- 
ernment borrowing during Britain’s industrial 
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volution, while limited, does not support the 
lea that war spending crowded out private in- 
estment. This article demonstrates the impor- 
ince of using data on net receipts from borrow- 
ig, rather than changes in government debt; 
/eaknesses of the crowding-out model con- 
erning capital markets and investment, open- 
ess of the economy, and full employment are 
lentified for the historical case. The case raises 
>roader issues of whether conceptions of saving 
nd investment based on neoclassical supply- 
onstrained models are as appropriate as theo- 
ies of capital accumulation. J. Econ. Hist., 
Mar. 1087, 47(1), pp. 117-39. University of 
Massachusetts; Tufts University, Medford. 

ones, S. R. H. — Technology, Transaction 
Costs, and the Transition to Factory Produc- 
tion in the British Silk Industry, 1700-1870 
Scholars still disagree about why nineteenth- 
sntury Britain adopted the factory system, 
raditional historians emphasize the scale re- 
uirements of new technology; radical econo- 
lists stress the possibilities that factory produc- 
on held for worker exploitation; other 
xjnomists and economic historians argue that 
le factory system was preferred because of its 
uperior transaction-cost properties. This paper 
sits these competing hypotheses by examining 
e technological and organizational develop- 
ments in the British silk industry. It concludes 
lat in this industry, technological factors were 
'rimarily responsible for the adoption of the 
ictory system . ]. Econ. Hist., Mar. 1987, 47(1), 
:. 71-96. University of Auckland, New Zea- 
ind. 

ieal, Larry — The Integration and Efficiency 
of the London and Amsterdam Stock Markets 
in the Eighteenth Century 
This article explores the operation of the in- 
smational capital market between Amsterdam 
nd London in the early eighteenth century 
nd concludes that both markets were efficient 
nd well integrated from 1723 on. J. Econ. 
list.. Mar. 1987, 47(1), pp. 97-115. University 
'Illinois, Urbana. 

■ice, Jacob M. and Clemens, Paul G. E. — A 
Revolution of Scale in Overseas Trade: Brit- 
ish Firms in the Chesapeake Trade, 1675- 
1775 


In seventeenth-century England the rela- 
tively open trades to America attracted ven- 
tures by hundreds of small merchants and shop- 
keepers. This ease of entry was checked after 
1785 by very high customs duties on tobacco 
and intense regulation. Between 1685 and 1775 
the number of firms in that trade was radically 
reduced and the size of the average firm in- 
created ten to thirtyfold. Comparable if less 
extreme trends can be detected in the sugar, 
slave, and Levant trades. Insurance enabled 
large firms to use shipping more efficiently. The 
increased availability of credit also benefited 
larger and more secure firms. J. Econ. Hitt., 
Mar. 1987, 47(1), pp. 1-43. University of Michi- 
gan; Rutgers University. 

050 Economic Systems 

CAM COtUparauTr CaXMOlIc jjfvCun 

Stoflar, Andrew J. and Thompson, G. Rod- 
ney — Sectoral Employment Shares: A Com- 
parative Systems Context 
This paper presents estimation results for a 
reduced-form equation that is formulated to ex- 
plain variation in relative sectoral employment 
shares of agriculture, industry, and services be- 
tween market and socialist countries. Covari- 
ance analysis is employed to test for parameter 
constancy between the types of economic sys- 
tems and over time. The results indicate that 
while the same variables influence sectoral em- 
ployment shares in both types of economic sys- 
tems, the parameter coefficients of the reduced- 
form equations vary between market and 
socialist economies, and intertemporal))'. Addi- 
tionally, estimates of die gaps between "nor- 
mal” and actual shares are presented for social- 
ist countries for all three sectors. /. Camper. 
Econ., Mar. 1987, 11(1), pp. 62-80. Bentley 
College, Waltham, Massachusetts; Virginia 
Polytechnic Institute and State University. 

100 Economic Growth; Development; 

Planning; Fluctuations 

110 Economic Growth; Devkuwmknt; and 
Planning Tmcon and Roucr 

111 EcMMNDfc Growth Thaory ami Models 
Chang, Fwu-Ranq and MaBfarfi, A. G. — As- 
ymptotic Growth under Uncertainty: Exis- 
tence and Uniqueness 
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This paper demonstrates, using the Reflec- 
tion Principle, the existence and uniqueness 
of the solution to the classic Solow equation 
under continuous time uncertainty for the class 
of strictly concave production functions which 
are continuously differentiable on the nonnega- 
tive real numbers. This class contains all CES 
functions with elasticity of substitution less than 
unity. A steady-state distribution also exists for 
this class of production functions which have a 
bounded slope at the origin. A condition on 
the drift-variance ratio of the stochastic differ- 
ential equation alone is found to t>e necessary 
for the existence of a steady state. Rev. Econ. 
Stud., Jan. 1987, 54(1), pp. 169-74. Indiana 
University; Loyola University. 

Manning, Richard — Optimal Human and Phys- 
ical Capital Accumulation in a Fixed-Coeffi- 
cients Economy 

This paper shows the existence and nature 
of optimal policies of accumulation of physical 
and human capital for an economy with every- 
where fixed coefficients. The long run is de- 
scribed by a “golden-rule,” which generalizes 
earlier results on education and growth but 
which, unlike them, does not permit the separa- 
tion of the education sector from the rest of 
the economy. The adjustment of prices and 
quantities of the assets to long-run equilibrium 
is not monotonic in general. Australian Econ. 
Pap., Dec. 1985, 24(2), pp. 258-70. University 
of Canterbury, Christchurch, New Zealand. 

Nishimura, Osamu and Nakao, Takeo — A Note 
on the Colden-Rule Condition in the Over- 
lapping Generations Growth Model 
11)15 paper examines the existence problem 
of the stationary state that maximizes per capita 
utility in Samuelson-Diamond model of over- 
lapping generations combined with the post- 
Keynesian model of capital growth. Since in a 
life-cycle consumption model the consumer's 
decision depends on capital intensity, the rela- 
tion between consumer’s utility and capital in- 
tensity is not as simple as in the post-Keynesian 
model of capital growth. In this paper the au- 
thors show that a unique and stable stationary 
state is a local minimum, if it satisfies the well- 
known Swan-Phelps golden-rule production re- 
lation. Manchester Sch. Econ. Soc. Stud., Dec. 


1986, 54(4), pp. 420-24. Doshisha University, 
Japan. 

Thirhvall, A. P. — A General Model of Growth 

and Development on Kaldorian Lines 

This paper develops a “longitudinal” model 
of economic development, which formally mod- 
els the complementarity between “agricultural” 
growth and industrial growth in the early stages 
of development in a closed economy, and 
stresses the importance of export growth in the 
later stages in the open economy as the main 
source of autonomous demand for industrial 
output. The importance of an equilibrium terms 
of trade between industry and agriculture in 
the closed economy model is clearly brought 
out, as well as the consequences of disequi- 
librium. Oxford Econ. Pap . , July 1986, 38(2), 
pp. 199-219. University of Kent. 

112 Economic Development Models and Theories 
Ghosh, Dipak — Fix Price-Flex Price in Devel- 
opment Economics 

In this paper, an attempt has been made to 
examine the link between inflation and unem- 
ployment in a developing country. An expan- 
sion of employment opportunities in these 
economies results in an increase in the demand 
for foodgrains. Prices of foodgrains being de- 
mand determined (flex price), this can cause 
the wage cost to increase, via an increase in 
the cost of living. Prices of most industrial goods 
being determined by cost of production (fix 
price), an increase in the wage cost causes 
prices of industrial goods to increase, thus giv- 
ing rise to inflationary pressure for the economy 
as a whole. Australian Econ. Pap., June 1986, 
24(46), pp. 122-27. University of Stirling, Scot- 
land. 

Heady, Christopher — Designing Taxes with 

Migration 

This paper analyzes the design of optimal 
taxes in less developed countries that suffer 
from excess rural-urban migration and reports 
results from a numerical model. These results 
illustrate the importance of both restrictions on 
the government's tax powers and the nature 
of the migration process in determining the op- 
timal pattern of taxation. They also demonstrate 
that, under a very wide variety of circum- 
stances, the existence of a fixed wage in the 
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urban area makes wage subsidies desirable even 
if they have to be financed by taxes on the 
poorest sections of society. Econ J., Supp. 
1987, 97, pp. 87-98. University College, Lon- 
don. 

van der Wiiligen, Tessa A. — Cash Crop Pro- 
duction and the Balance of Trade in a Less 
Developed Economy: A Model of Temporary 
Equilibrium with Rationing 
This paper investigates a model of temporary 
equilibrium with rationing for a less developed 
economy (e.g., Tanzania) suffering balance-of- 
jayments problems as a result of declining cash 
Drop production. The model consists of an agri- 
cultural sector producing cash and subsistence 
crops, an industrial sector, and a foreign trade 
sector. It shows that declining cash crop pro- 
duction may be due primarily to rationing of 
industrial goods and that increasing the pro- 
ducer price of the cash crop — whether relative 
o the subsistance crop or the general price 
level — may have perverse effects. Oxford Econ. 
* y ap .. Nov. 1986, 38(3), pp. 424-42. Wolfson 
College. Oxford. 

13 Economic Planning Theory and Policy 

lugger, William M. — Democratic Economic 
Planning and Worker Ownership 
Increased worker participation in decision 
making, perhaps in the form of worker owner- 
ship, would insure that the economic planning 
urged by institutional economists would remain 
democratic. And since not even the most beau- 
tiful of worker cooperatives will naturally coor- 
dinate its activities with the requirements of 
other cooperatives, even a system 1 rased on 
worker ownership needs national planning. 
Grassroots worker participation and democratic 
economic planning make the institutionalism 
of Thorstein Veblen’s modern followers a very 
different system than the corporatism of the 
Donsejrvative thinkers who follow Oliver E. Wil- 
liamson. ). Econ. Issues, Mar. 1987, 21(1), pp. 
'7-99. DePaul University. 

U Economics of War, Defense, and 
Disarmament 

Cypher, James M. — Military Spending, Tech- 
nical Change and Economic Growth: A Dis- 
guised Form Of Industrial Policy? 


The effect of military spending on the mac- 
roecortotny is too limited and inconsistent to 
support the idea that it functions as a sub rasa 
industrial policy. Military spending does not 
seem to crowd out civilian research and devel- 
opment, nor is it found to be a source of the 
productivity crisis. Military spending has been 
strongly associated with basic innovations in the 
postwar period. Currently die military is devel- 
oping its manufacturing technology program 
designed to create the “factory of the future” 
and foster numerous innovations. The United 
States continues to rely upon the military to 
revitalize the forces of production. J. Econ. Is- 
sues, Mar. 1987, 21(1), pp. 33--50. California 
State University, Fresno. 

Murdoch, James C. and Sandler, Todd — The 
Political Economy of Scandinavian Neutrality 
The article examines whether three of the 
neutral nations of Europe (Sweden, Switzerland 
and Finland) have adhered to their choice of 
armed neutrality by being self-reliant on their 
own defenses. Using a joint product model, the 
authors specify a reduced-form equation for a 
nation’s demand for military expenditures. Em- 
pirical estimates of these demands suggest that 
Sweden free rode on NATO after institution 
of the doctrine of flexible response; however, 
the other two netural nations have been self- 
reliant throughout the period 1957-82. With 
pooled data, cross-equation restrictions high- 
light the essential differences between NATO 
and nonaligned Scandinavian countries. Scand. 
J. Econ.. 1986, pp. 88(1). 583-603. Auburn 
University; Iowa State University. 

ISO Country Studies 

124 Economic Studies of Centrally Maimed 
Economies 

Urata, Shujiro — Sources of Economic Growth 
and Structural Change in China: 1956-1981 
This paper decomposes the growth of output 
in the People’s Republic of China from 1956 
to 1981 into changes in consumption and invest- 
ment demand, intermediate input use, and for- 
eign trade. The distribution between consump- 
tion and investment fluctuates in response to 
economic policies, while foreign trade depen- 
dence has grown over the sample period. Inter- 
mediate input consumption, calculated by 
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means of an input-output table, increased after 
1965 . A comparison vurfi the experience of simi- 
lar countries is also presented. J. Comper. 
Econ., Mar. 1987 , 11(1). pp. 96-115. Waseda 
University, Tokyo. 

130 Economic Fluctuations; Fosecmtoc; 
Stabilization; and Inflation 

131 Economic Fluctuations 


Layton, Allan P. — A Causality Analysis of Aus- 
tralia’s Growth Cycle and the Composite In- 
dex of Leading Indicators 
The paper extends recent turning point anal- 
yses into the relationship between Australia’s 
leading and coincident indexes of economic in- 
dicators. An empirically specified dynamic re- 
gression model linking the two measures of ac- 
tivity is used to test for the existence of Granger 
causality (1969, 1980). The specification proce- 
dure followed is that of L. Haugh and G. E. P. 
Box (1977). The analysis supports the existence 
of unidirectional causality finom the leading to 
the coincident index. The lag involved was 
found to be five months. These findings provide 
further, more exhaustive evidence that the con- 
structed index of leading indicators systemati- 
cally anticipates future fluctuations in aggregate 
Australian economic activity. Australian Econ. 
Pap . , June 1986, 25(46), pp. 57-66. Macquarie 
University, Sydney. 

132 Forecasting: Econometric Models 

Edison, Hall J.— The U.K. Sector of the Fed- 
eral Reserve’s Multicountry Model; The Ef- 
fects of Monetary and Fiscal Policies 
The purpose of this paper is to describe and 
to analyze in some detail the U.K. sector of 
the Federal Reserve’s Multicountry Model 
(MCM). The analysis focuses on the effects of 
shifts in U.K. monetary and fiscal policies at 
three levels; (1) within the unlinked U.K. sec- 
tor, (2) within the linked MCM framework, and 
(3) within the linked MCM under the assump- 
tion that U.K. policy shifts are synchronized 
with those in die MCM other countries. The 
contrast between linked and unlinked simula- 
tion illustrates die importance of international 
feedback effects. Manchester Sch. Econ. Soc. 
Stud., Dec. 1966, 54(4), pp. 403-19. Board of 
Governors of the Federal Reserve System. 


/oumat of economic liferaturf 

u.n Steuben O-i Henry, S. G, A and H 
"Zg'Zm-Mm***** Stooh 

Forward-Looking Expectations hi the V 
This paper derives a model of the stocks pi 
based on optimal behavior by the firm wht 
feeing adjustment costs with fbrward-lookin 
expectations formation. Estimates of the mode 
are reported for man ufecturing, using three a 1 
temative expectations mechanisms for deter- 
mining expected sales: time series; published 
forecasts (derived from National Institute pub- 
lished forecasts); and rational expectations. The 
latter uses a submodel dependent on weakly 
exogenous variables. Single equation and whole 
model comparisons are made of the stocks equa- 
tion estimated with forward expectations versus 
a traditional backward-looking model. These fa- 
vor the forward-looking model. Economica, 
Nov. 1986, 53(212), pg. 447-65. National Insti- 
tute of Economic and Social Research, London. 


Portes, Richard, et al. — Macroeconomic Plan- 
ning and Disequilibrium: Estimates for Po- 
land, 1955-1980 

The authors specify and estimate a four-equa- 
tion disequilibrium model of the consumption 
goods market in a centrally planned economy. 
This work is based on previous papers of R. 
Portes and D. Winter (1977) and W. Charemza 
and R. Quandt (1982). The model contains a 
household demand equation, a planners’ supply 
equation, a “min” condition and plan adjust- 
ment equation through which plan formation 
becomes endogenous. The paper uses a unique 
new data set of time series for plans for the 
major macroeconomic variables in Poland. The 
overall framework is applicable to any large or- 
ganization which plans economic variables. 
Coauthors are Richard E. Quandt, David Win- 
ter, and Stephen Yeo. Econometrica, Jan. 1987, 
55(1), pp. 19-41. Birkbeck College and CEPR, 
London. 

Sie brand, Jan C. and Swank, Job— An Evalua- 
tion of the Morkmon Model 
MORKMON, De Nederlandscbe Bank’s new 
quarterly model of the Dutch economy, fits in 
die last generation of macroeconometric mod- 
els. Based on an integrated set of national and 
financial accounts, it combines demand, supply 
and financial conditions. Distinct features are 
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detailed financial lector, and endogenous ex- 
change-rate determination. The specification 
reflects the model builders inclination to give 
a great weight to empirical evidence. The mod- 
el’s (breasting performance is quite satisfactory, 
but not all simulations yield plausible results. 
In particular the interaction between the real 
and the financial sector could benefit from fur- 
ther research, for which MORKMON provides 
an excellent bridgehead. De Economist, 1986, 
134(3), pp. 289-000. Erasmus University. 

Wren-Lewis, Simon — Introducing Exchange- 
Rate Equations into a World Econometric 
Model 

The National Institute of Economic and So- 
cial Research’s world econimc forecasts are for 
the first time produced with the aid of a large 
quarterly econometric mode). The model is 
based on the World Economic Prospects (WEP) 
model which has been operated and developed 
by economists in HM Treasury for more than 
a decade. However, exchange rates in WEP 
are exogenous, and this article discusses the 
3Stimation of an exchange-rate system for the 
model and its implications in terms of overall 
model properties. Nat. Inst. Econ. Rev . , Feb. 
.987, (119), pp. 57-69. National Institute of 
Economic and Social Research, London. 

33 General Outlook and Stabilization Theories 
and Policies 

Britton, Andrew ]. C.; Eastwood, Fiona and 
Major, Robin L. — Macroeconomic Policy in 
Italy and Britain 

This is the third and last in a series of articles 
comparing macroeconomic policy in the United 
kingdom and in its largest European neighbors, 
he article begins by outlining in chronological 
order the successive stages of economic policy 
in Italy since the postwar period. This is All- 
owed by a section on the operation of fiscal 
and monetary policy. A brief account is then 
given of the structure of the Italian economy, 
concentrating on the labor market and trade, 
and the article ends with a discussion of the 
essons one might draw from Italian experience. 
Sat. Inst. Econ. Rev., Nov. 1986, (118), pp 
18-52. National Institute of Economic and So- 
cial Research, London. 


Dowse, Edward A.— Minsky’s Model of Finan- 
cial Fragility: A Suggested Addition 
In Hyman Minsky's theoretical framework, 
capitalist economies exhibit financial instability. 
Keynesian policies stem a crisis by bolstering 
demand and improving balance sheets, but the 
cost is accelerating inflation. An inflation solu- 
tion lies in restricting business power to marie 
up prices and/or workers demand for higher 
wages. Usually a political solution with an anti- 
labor bias is employed, i.e., disciplining work- 
ers through recessions which create job loss. 
The author’s addition combines Minsky’s model 
with Samuel Bowles's Marxist model to suggest 
a “new Phillips Curve” where “power" plays a 
key role: namely, inflation is reduced by in- 
creasing workers’ perceived cost of job loss. }. 
Post Keynesian Econ., Spring, 1987. 9(3), pp. 
440-54. St. John's University. 

Frenkel, Jacob A. — International Interdepen- 
dence and the Constraints on Macroeconomic 
Policies 

This paper analyzes the constraints that the 
openness of the economy imposes on the con- 
duct of macroeconomic policy. The constraints 
are illustrated in the context of a variety of mod- 
els highlighting the interactions among interna- 
tional capital mobility, the exchange-rate re- 
gime, and the severity of the constraints on 
the conduct and effectiveness of macroeconomic 
policy. Hie paper addresses the question of ex- 
change-market intervention and the implica- 
tions of the limited effectiveness of sterilized- 
intervention policies. The concluding section 
deals with policy implications concerning the 
roles of monetary and exchange-rate policies, 
protectionism, and reform of the international 
monetary system. Weltwirtsch. Arch., 1986. 
122(4), pp. 615-16. University of Chicago. 

Hughes Hallett, A. J . — Autonomy and the 
Choice of Policy in Asymmetrically Depen- 
dent Economies; An Investigation of the 
Gains from International Policy Co-ordina- 
tion 

This paper examines whether decentralized 
control of the world economy tfcttiwly limits 
our ability to steer individual economies. It is 
well known that noncoope ra tive policies are 
Pareto inefficient; but there is, as yet, no empir- 
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ical evidence on the costs of uncoordinated poli- 
cies or the potential gains and risks in coopera- 
tion. In contrast to recent theoretical work in 
the area, this paper uses an estimated multi- 
country model in a dynamic game framework 
to estimate those costs and benefits. Policy de- 
sign depends crucially on the asymmetries be- 
tween economies. Successful coordination de- 
pends on anticipation and on timing the fiscal 
and monetary policy impacts correctly. Oxford 
Econ. Pap., Nov. 1986, 38(3), pp. 516-44. 
University of Newcastle. 

134 Inflation and Deflation 

Burmeister, Edwin and Wall, Kent D. — Unob- 
served Rational Expectations and the Ger- 
man Hyperinflation with Endogenous Money 
Supply 

A Kalman filtering technique is employed to 
test the convergent expectation hypothesis in 
the great Cerman hyperinflation when the 
money supply is endogenously determined. Af- 
ter converting the model structure to a state 
space form, the parameters are estimated via 
minimization of a Gaussian likelihood function. 
The result is then used in a filter-smoother com- 
bination to yield smoothed estimates of the state 
variable associated with the arbitrary constant 
of the rational expectations solution. Both para- 
metric and nonparametric tests lead us to re- 
ject the null hypothesis erf convergent expecta- 
tions. Int. Econ. Rev., Feb. 1987, 28(1), pp. 
IJk- 32. University of Virginia, Charlottesville; 
Naval Postgraduate School, Monterey, Califor- 
nia. 

Christiano, Lawrence J. — Cagan’s Model of 
Hyperinflation under Rational Expectations 
This paper studies P. Cagan’s model of the 
German hyperinflation under the hypothesis 
that adaptive expectations are rational. It shows 
that inference about the key money demand 
elasticity parameter, a, is very sensitive to the 
specification of the dynamic interaction erf the 
unobserved money demand shock with prices 
and money. In particular, if T. J. Sargent’s 1977 
specification is modified, then his basic conclu- 
sions are overturned: identification of a does 
not require prior knowledge about the covari- 
ance of unobserved shock terms; and data on 
die German hyperinflation imply a sharp, not 


loose estimate of a, which is of plausible magni- 
tude. Finally, informal tests indicate that modi- 
fying Sargent's specification gives rise to im- 
proved model fit. Int. Econ. Rev., Feb. 1987, 
28(1), pp. 33-49. Federal Reserve Bank of Min- 
neapolis. 

Dunson, Bruce H. and Jackson, Peter — The 
Distributional Aspects of Inflation 
This article examines the effect of inflation 
on the distribution of income. Although the re- 
sults were inconclusive, it was found that infla- 
tion appeared to decrease the proportion of 
white families in the bottom of the income dis- 
tribution. For blacks, however, there was no 
relationship between income inequality and 
price inflation. This article also examines the 
issue of whether the expenditures of some in- 
come groups were taxed more than others by 
inflation. The findings were that for whites infla- 
tion during the 1973-1979 period taxed the ex- 
penditures of the lower income groups more; 
for blacks, however, during this same period, 
inflation taxed the expenditures of all groups 
equally. Quart. Rev. Econ. Bus., Winter 1986, 
26(4), pp. 62-73. Prairie View A & M Univer- 
sity, Texas; Atlanta University. 

Henry, Samuel G. B. and Karaldtsos, Elias — 
Inflation, Unemployment and Indirect Taxa- 
tion 

A cut in indirect tax reduces market prices, 
and lowers inflation temporarily while increas- 
ing real disposable income and employment. 
A small analytical macroeconomic model is de- 
veloped to analyze the transmission of indirect 
tax changes incorporating two features of the 
National Institute econometric model: an infla- 
tion loss term in holding liquid assets, and real 
wage rigidity. Associated problems of internal 
and external financing of tax changes are further 
analyzed using multi-target and multi-instru- 
ment optimal control with the full econometric 
model. Bull. Econ. Res., Jan. 1987, 39(1), pp. 
29-47. National Institute of Economic and So- 
da! Research, London; Imperial College, Lon- 
don. 

Stockton, David J. and Glassman, James E. — 
An Evaluation of the Forecast Performance 
of Alternative Models of Inflation 
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The forecast performances of three groups 
of models of the inflation process are evalu- 
ated in this paper: rational expectations models 
with instantaneous market clearing, monetarist 
models, and expectations-augmented Phillips 
curves. The dynamic simulations performed for 
the intervals between 1977 and 1984 are some- 
what discouraging for all three theories. The 
variation in forecasting performance within 
model groups often exceeded the variation in 
performance across model groups. Neverthe- 
less, the Phillips curve formulation rarely per- 
formed worse than the other two models, and 
in the 1981 to 1984 period it performed substan- 
tially better than the alternative models of infla- 
tion. Rev. Econ. Statist., Feb. 1967, 89(1), pp. 
108-17. Board of Governors of the Federal Re- 
serve System. 

200 Quantitative Economic Methods and 
Data 

210 Economettuc, Statistical, and 
Mathematical Methods and Models 

211 Econometric and Statistical Methods and 
Models 

Cuddington, John T. and Winters, L. Alan — 
The Beveridge-Nelson Decomposition of 
Economic Time Series; A Quick Computa- 
tional Method 

This note describes a much simpler computa- 
tional method for carrying out the Steven Bev- 
eridge and Charles Nelson (1981) decomposi- 
tion of economic time series into permanent 
and cyclical components. J. Monet. E con.. Jan. 
1987, 19(1), pp. 125-27. The World Bank and 
Georgetown University; University of College 
of North Wales. 

Engle, Robert F. and Granger, Clive W. J. — 
Co-integration and Error Correction: Repre- 
sentation, Estimation and Testing 
The relationship between cointegration and 
error correction models, first suggested by 
Granger, is here extended and used to develop 
estimation procedures, tests, and empirical ex- 
amples. A vector of time series is said to be 
cointegrated with cointegrating vector a if each 
element is stationary only after differencing 
while linear combinations o'x , are themselves 
stationary. A representation theorem connects 


the moving average, autoregressive, mid error 
correction representations for cointegrated sys- 
tems. A simple but asymptotically efficient two- 
step estimator is proposed and applied. Tests 
for cointegration are suggested and examined 
by Monte Carlo simulation. A series of exam- 
ples are presented. Econometrica, Mar. 1987, 
55(2), pp. 251-76. University of California, San 
Diego. 

Gallant, A. Ronald and Nychka, Douglas W. — 
Semi-nonparametric Maximum Likelihood 
Estimation 

Often maximum likelihood is the method of 
choice for fitting an econometric model to data 
.but cannot be used because the correct specifi- 
cation of (multivariate) density that defines the 
likelihood is unknown. In this situation, simply 
put the density equal to a Hermite series and 
apply standard finite dimensional maximum 
likelihood methods. Model parameters and 
nearly all aspects of the unknown density itself 
will be estimated consistently provided that the 
length of the series increases with sample size. 
The rule for increasing series length can be 
data dependent. The method is applied to non- 
linear regression with sample selection. Econo- 
metrica, Mar. 1987, 55(2), pp. 365-90. Institute 
of Statistics, North Carolina State University. 

Godfrey, Leslie C. — Discriminating between 
Autocorrelation and M ^specification in Re- 
gression Analysis: An Alternative Test Strat- 
egy 

A strategy for discriminating between auto- 
correlation and misspecificatkm is proposed as 
an alternative to Jerry G. Thursby s (1981) pro- 
cedure. An ordered sequence of hypotheses is 
formulated and tested using an autocorrelation 
robust check for misspecification and asymp- 
totic tests of the form of the error autocorrela- 
tion model. A discussion of responses to the 
various outcomes of the tests is provided, along 
with comments on the implementation of the 
procedures. The strategy is only appropriate 
for regression equations with exogenous regres- 
sors, but suggestions are made for analyzing 
models with lagged dependent variables. Rev. 
Econ. Statist., Feb. 1967, 69(1), pp. 128-34. 
University of York. 
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Mansld, Charles F. — Semipanunetric Analysis 
of Random Effects Linear Models from Bi- 
nary Panel Data 

Andersen (1970) considered the problem of 
inference on random effects linear models from 
binary response panel data, and showed that 
inference is possible if the disturbances for each 
panel member are known to be white noise 
with the logistic distribution. Hie present paper 
shows that inference remains possible if the dis- 
turbances are known only to be time-stationary. 
A conditional version of the maximum score 
estimator consistently estimates the parameters 
up to scale. Econometrica, Mar. 1987, 55(2), 
pp. 357-62. University of Wisconsin. 

McCarthy, Michael D. — Exact Finite Sample 
Test Statistics for Restricted Reduced Forms: 
A Generalization of “Student’s" Result 
Test statistics and estimators for reduced- 
form coefficients involved in overidentifying 
exclusion restrictions are proposed. Hie test 
statistics, under the null hypothesis, do not de- 
pend on unknown parameters. One of the test 
statistics is exactly a Student “t" under the null 
hypothesis. A two equation (supply/demand) 
framework is used, but generalizations are sug- 
gested. Intrud. Econ. Rev., Feb. 1987, 28(1), 
pp. 259-69. University of Pennsylvania and 
Temple University. 

Phillips, P. C. B . — Time Series Regression with 
a Unit Root 

This paper studies the random walk in a gen- 
eral time series setting that allows for weakly 
dependent and heterogeneously distributed in- 
novations. It is shown that simple least squares 
regression consistently estimates a unit root un- 
der very general conditions in spite of the pres- 
ence of autocorrelated errors. The limiting dis- 
tribution of the standardized estimator and the 
associated regression t statistic are found using 
functional central limit theory. New tests of the 
random walk hypothesis are developed which 
permit a wide class of dependent and heteroge- 
neous innovation sequences. A new limiting 
distribution theory is constructed based on the 
concept of continuous data recording. This the- 
ory, together with an asymptotic expansion that 
is developed in the paper for the unit root case, 


explain many of the interesting experimental 
results recently reported in Evans and Savin 
(1981, 1984). Econometrica, Mar 1987, 55(2), 
pp. 277-301. Cowles Foundation for Research 
in Economics, Yale University. 

Small, Kenneth A. — A Discrete Choice Model 
for Ordered Alternatives 
A generalization of the multinomial logit 
(MNL) model is developed for cases where dis- 
crete alternatives are ordered, by allowing sto- 
chastic correlation among alternatives in dose 
proximity. The model belongs to the General- 
ized Extreme Value class and is therefore con- 
sistent with random utility maximization. An 
extension can handle cases where observations 
have been selected from a truncated choice set. 
A two-stage procedure using MNL computer 
software provides a specification test for MNL 
against the proposed model. Two empirical ap- 
plications are briefly described. Econometrica, 
Mar. 1987, 55(2), pp. 409-24. University of Cal- 
ifornia, Irvine. 

Thurman, Walter N. — Endogeneity Testing in 
a Supply and Demand Framework 
The powers of Wu-Hausman endogeneity 
tests are related to the normalization decision 
in estimating demand equations. Power is not 
invariant to the choice between quantity and 
price as the dependent variable. A theoretical 
result due to Nakamura and Nakamura (1984) 
is used to explore the dependence of power 
on parameters of the supply and demand sys- 
tem. The theoretical result is corroborated with 
a Monte Carlo experiment. The power results 
are used to analyze the U.S. demand for poultry 
meat wherein price, but not quantity, is found 
to be predetermined. Rev. Econ. Statist., Nov. 
1986, 68(4), pp. 638-46. North Carolina State 
University. 

112 Construction, Analysis, and Use of 
Econometric Models 

Anderson, Richard G. and Thursby, Jerry 
G. — Confidence Intervals for Elasticity Esti- 
mators in Translog Models 
This paper examines the distribution func- 
tions of elasticity estimators in translog demand 
models. The authors consider the normal and 
ratio-of- normals distributions and present confi- 
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dence intervals for the elasticity estimators. The 
results suggest that only elasticity estimators 
based on the means of the actual cost shares 
are likely to follow either the normal or ratio* 
of-nonnals distribution function. Examination 
of three published empirical studies demon- 
strates that inferences regarding the values of 
elasticities cannot be made from point estimates 
alone and suggests a trade-off between the level 
of aggregation and the width of confidence in- 
tervals for the elasticity estimators. Rev. Econ. 
Statist., Nov. 1986, 68(4), pp. 647-56. The Ohio 
State University. 

BjArldund, Anders and Moffitt, Robert — The 
Estimation of Wage Cains and Welfare Cains 
in Self-Selection Models 
The authors modify the basic self- selection 
model for the effects of education, training, 
unions, and other activities on wages, by includ- 
ing "heterogeneity of rewards" to the activity — 
i.e., differences across individuals in the rate 
of return to the activity. The authors show that 
such heterogeneity creates a new form of selec- 
tion bias. They provide tests for its presence 
and draw out its implications for the wage and 
welfare gains to the activity. An empirical appli- 
cation provides strong support for such hetero- 
geneity in one particular training program. Rev. 
Econ. Statist., Feb. 1987, 69(1), pp. 42-49. In- 
dustrial Institute for Economic Social Research 
and the Institute for Social Research, Stock- 
holm; Brown University. 

Diewert, Walter E. and Wales, Terence J. — 
Flexible Functional Forms and Global Curva- 
ture Conditions 

Two methods are developed for imposing 
curvature conditions globally in the estimation 
of cost functions. The first adopts a procedure 
due to Lau, for imposing the conditions locally, 
to a generalization of a functional form proposed 
by McFadden. With this functional form, im- 
posing the appropriate conditions at one data 
point imposes the conditions globally. The sec- 
ond method adopts a technique used by Die- 
wert, McFadden, and Barnett, which Is based 
on the feet that a nonnegative sum of concave 
functions is concave. The suggested techniques 
are illustrated using the U.S. Manufacturing 
data utilized by E. R. Bemdt and M. S. K haled 


(1979). Economctrica, Jan. 1987, 55(1), pp. 43- 
68. University of British Columbia. 

Hens her, David A. — Sequential and Full Infor- 
mation Maximum Likelihood Estimation of 
a Nested Logit Model 

Sequential estimation of a nested logit model 
is in general not an empirically desirable proce- 
dure, either as an alternative to foil information 
maximum likelihood (FIML) estimation or as 
a source of parameter starting values for FIML 
estimation. Empirical studies which use varying 
choice sets across the sampled population cre- 
ate ambiguity in the link between sequential 
and simultaneously estimated nested logit mod- 
els. FIML estimation is now a computationally 
feasible strategy as illustrated herein. Rev. 
Econ. Statist., Nov. 1986, 68(4), pp. 657-67. 
Macquarie University. 

Hughes Hallett, Andrew J. — Forecasting and 
Policy Evaluation in Economies with Rational 
Expectations: The Discrete Time Case 
Several techniques have been proposed for 
solving dynamic rational expectations models. 
This paper examines a simple method for dis- 
crete time applications. That solution is then 
used to derive and compute optimal policy se- 
lections (incorporating "noncausai" effects) 
which are also time consistent when sequen- 
tially reoptimized. Those decisions are shown 
to contain an optimal open loop component plus 
an innovations dependent correction mecha- 
nism. A numerical example is used to verify’ 
those properties. Bull. Econ. Res., Jan. 1987. 
39(1). pp. 49-70. University of Newcastle. 

de Konmg, Jaap — The Expected Industrial 
Production Volume Estimated with the Help 
of Data from the Business-Cvde Test 
Expectations play a crucial role in economics. 
The testing of hypotheses about the formation 
of expectations is hampered by the lack of data. 
In this article the author measures expectations 
in an independent way, using data from the 
Business Cycle Test. The data refer to the out- 
put of the Dutch manufacturing industry. The 
results indicate that both error-correcting and 
extrapolative mechanisms are relevant fat the 
process of expectation formation. De Econo- 
mist, 1986, 134(4). pp. 479-91. Netherlands 
Economic Institute, Rotterdam. 
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Munden, James R. and Pingry, David E. — 
Engineering Production Functions and the 
Testing of Quantitative Economic Hypothe- 
ses 

This note addresses two issues concerning 
the empirical role of engineering production 
functions: (1) the possibility of deriving typical 
economic production function forms from un- 
derlying engineering relationships, and (2) the 
appropriate role of engineering production for- 
mulations for testing quantitative economic hy- 
potheses. It is argued that much of the impor- 
tance of engineering production analysis lies 
in its ability to serve as a basis for nonempirical 
tests of quantitative economic hypotheses con- 
cerning measures such as marginal products 
and elasticities. Economica, Nov. 1986, 53(212), 
pp. 533-34. University of Arizona and Univer- 
sity of Kentucky; University of Arizona. 


Orazem, Peter and Miranowsld, John — An In- 
direct Test for the Specification of Expecta- 
tion Regimes 

This paper develops an empirical strategy for 
testing competing hypotheses of expectation re- 
gimes when direct measures of expectations are 
unavailable. The procedure takes as given an 
assumed structural relationship between ex- 
pected values of exogeneous variables and a 
given decision variable. By imposing different 
expectation regimes on this model, the authors 
obtain an artificial nesting of the hypothesized 
regimes which allows us to test whether any 
specification dominates. This methodology is 
extended to multiple equation applications with 
any number of hypothesized expectation re- 
gimes. The tests are illustrated using a model 
of the response of county-level form acreage 
allocation to expected commodity prices. Rev. 
Earn. Statist., Nov. 1986, 68(4), pp. 603-09. 
Iowa State University; U.S. Department of Ag- 
riculture. 


PoUak, Robert A. and Wales, Terence J, — 
Specification and Estimation of Nonse parable 
Two-Stage Technologies: The Leontief CES 
and the Cobb- Douglas CES 
A two-stage technology is a sequential pro- 
duction process that first uses primary inputs 


to produce intermediate inputs and then uses 
the intermediate inputs to produce final output. 
In this paper the authors show that two-stage 
technologies provide a general procedure for 
combining production functions or cost func- 
tions to obtain new specifications suitable for 
empirical production analysis. They investigate 
two new cost functions for which the input de- 
mand systems satisfy global regularity condi- 
tions in a wide range of nondegenerate cases. 
Using six data sets, the authors estimate these 
two input demand systems, both with and with- 
out imposing global regularity conditions, and 
find that one of them performs well. J. Polit. 
Econ., Apr. 1987, 95(2), pp. 311-33. University 
of Pennsylvania and University of Washington; 
University of British Columbia. 

Smith, V. Kerry — Another View of the State 
of Engineering Production Functions 
This paper suggests that recent econometric 
analyses of pseudo data should be viewed as 
extending H. Chenery's framework for engi- 
neering production functions. Economica, Nov. 
1986, 53(212), pp. 529-32. Vanderhilt Univer- 
sity. 

Veall, Michael R. — Bootstrapping the Proba- 
bility Distribution of Peak Electricity De- 
mand 

For effective capacity planning, an electric 
utility requires an estimate of the probability 
distribution of future maximum demand, rather 
than simply a point prediction of expected peak. 
This paper proposes a method of obtaining this 
using the bootstrapping technique of B. Efron 
(1979) and this is applied to the peak demand 
of an actual utility, Ontario Hydro. While the 
technique is constructed from the standard pro- 
cedure of forecasting a future variable using 
regression coefficients and known values for the 
right-hand side variables, it is modified to allow 
for uncertainty in these independent variable 
forecasts as well. Int. Econ. Rev., Feb. 1987, 
28(1), pp. 203-12. McMaster University. 

215 Experimental Economic Methods 
Alger, Dan — Laboratory Tests of Equilibrium 
Predictions with Disequilibrium Data 
The author examines a common practice used 
within previous studies of laboratory markets. 
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testing equilibrium models using some data 
from markets that have not reached an equilib- 
rium. The author examines the effect of this 
jractice when it is applied to some laboratory 
markets where an appreciable number of them 
eventually satisfied an operational defintion of 
an equilibrium. Data suggest that significantly 
different equilibrium test results would be ob- 
tained when using all data available in market 
periods analyzed in previous studies rather than 
using only equilibrium data. Rev. Econ. Stud., 
Jan. 1987, 54(1), pp. 105-45. Federal Trade 
Commission. 

Williams, Arlington W. — The Formation of 
Price Forecasts in Experimental Markets 
This study utilizes laboratory experimental 
methods to evaluate the empirical validity of: 
(1) “Muthian" rational expectations assump- 
tions, (2) an adaptive expectations model, and 
(3) an extrapolative expectations model. Over 
500 price forecasts from 146 participants in 
twelve experimental double-auction markets 
with a cash reward structure are analyzed. The 
forecasting objective is the mean price over a 
sequence of trading periods governed by sta- 
tionary market parameters. The price forecasts 
are found to be inconsistent with strict Muthian 
rational expectations and the extrapolative 
model is not supported by the data. However, 
the forecasts generally support the adaptive ex- 
pectations model. J. Money, Credit, Banking, 
T eb. 1987, 19(1), pp. 1-18. Indiana University. 

220 Economic and Social Statistical Data ami 

Analysis 

221 National Income Accounting 

-azear, Edward P. and Michael, Robert T. — 
Estimating the Personal Distribution of In- 
come with Adjustment for Within-Family 
Variation 

The 1970 and 1979 Current Population Sur- 
veys are used to compute the personal distribu- 
tion of income. The major innovation in this 
xaper is that all individuals in the household 
are not treated identically. In particular, chil- 
dren receive a different proportion of income 
than do adults. That proportion is estimated. 
Its variations with respect to household charac- 
teristic* are discussed, and a final distribution 
of personal income is computed. That distribu- 


tion has considerably fatter tails than does the 
one normally used. /. Lab. Econ., Pt. 2, July 
1986, 4(3), pp. S216-39. University of Chicago 
and National Opinion Research Centre. 

Nolan, Brian — Unemployment and the Size 
Distribution of Income 
The impact of changes in the level of unem- 
ployment on the U.K. size distribution of an- 
nual income is examined using cross-section 
data. Increased unemployment is shown to 
have a discernible regressive effect. However, 
reductions in shares were not highly concen- 
trated at the very liottom of the distribution. 
Many individuals affected by unemployment 
during the year are in households/families. not 
at the bottom of the distribution, particularly 
because of the presence of other working mem- 
bers. Economica, Nov. 1986, 53(212). pp. 421- 
45. Central Bank iff Ireland. 

Schneider, Friedrich — Estimating the Size of 
the Danish Shadow Economy Using the Cur- 
rency Demand Approach: An Attempt 
The currency demand approach provides 
some insight into the size and development of 
the shadow economy in Denmark. Currency 
demand is statistically affected by tax rates. The 
difference in currency demand is calculated by 
comparing the actual tax burden over time to 
the lowest tax burden in the period 1952-82. 
The shadow economy grew steadily to 10 per- 
cent (of GNP) hi 1977 and then fluctuated be- 
tween 7 and 10 percent (of GNP) for the period 
1978-82. The calculated size fits nicely with 
the results obtained using the same method 
for Norway. Sweden, and West Germany. 
Scand. /. Econ.. 1986. 88(4). pp. 643-68. Uni- 
versity of Linz, Austria. 

Shackett, Joyce R. and Static, D. J. — Labor 
Supply Decisions. Human (Capital Attributes, 
and Inequality in the Size Distribution of 
Earnings in the U.S.. 1952-81 
This paper analyzes die impact of human cap- 
ital. labor force variables, and macroeconomic 
growth measures on inequality in U.S. size dis- 
tribution of earnings. Its technique utilizes a 
beta distribution of the second kind to approxi- 
mate the distribution of earnings. It derives a 
measure of inequality that depends solety on 
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die parameters of the beta distribution and that 
links human capital, labor force, and macroeco- 
nomic variables to changes in the parameters 
of the beta distribution. The authors then relate 
the changing parameters of the beta distribu- 
tion of changes in the degree of inequality in 
the marginal distribution of earnings. J. Human 
Res., Winter 1987, 22(1), pp. 82-100. Univer- 
sity of Texas, Arlington; Southern Methodist 
University. 

Tice, Helen Stone and Moczar, Louis J. — For- 
eign Transactions in the National Income and 
Product Accounts: An Overview 
This article presents the conceptual basis and 
framework of foreign transactions in the U.S. 
national income and product accounts (NIPA's), 
describes the presentation of the estimates, and 
summarizes the sources and methods used to 
prepare them (including the price indexes used 
to deflate exports and imports). This article in- 
cludes a description of the conceptual and statis- 
tical relationship between the foreign transac- 
tions in the NIPA’s and the balance of payment 
accounts. Surv. Curr. Bus., Nov. 1986, 66(11), 
pp. 23-86. U.S. Department of Commerce, Bu- 
reau of Economic Analysis. 

2Z3 Financial Accounts 

Barbara, Anthony J. — Inflation, Tax Rules and 
Investment: Some Additional Evidence 
Martin Feldstein has provided evidence that 
the cost of capital and the rate of return on 
capital have a statistically significant effect on 
non residential fixed investment. Feldstein also 
showed that inflation was the primary cause 
for the decline in aggregate investment during 
the 1970s because of its effect on these price 
variables. In this paper, the author reexamines 
<‘eldstein’s empirical evidence with his data by 
using a pair of specification tests to compare 
his equations with alternatives that do not con- 
tain any price variables. Both tests reject Feld- 
stein’s equations and foil to reject the alterna- 
tives. J. Pott Keynesian Econ., Spring 1987, 
9(3), pp. 315-26. Data Resources, Washington, 
3.C. 

»$4 National Weald) and Balance Sheets 
Kokoeld, Mary F. — -Indices of Household Wel- 
fare and the Value of Leisure Time 


Leisure-inclusive welfare indices, such as 
the real wage index, have been previously in- 
vestigated only with aggregate data. Using mi- 
cro data, however, these indices show the ef- 
fects of increasing labor market employment of 
household members. Real wage, expenditure, 
and nonlabor income indices are compared 
across six types of husband/ wife households. 
These indices are also compared to ad hoc real 
wage and leisure-exclusive index measures. 
Doubt is cast on past results based upon aggre- 
gate data. Rev. Econ. Statist. , Feb. 1987, 69(1), 
pp. 83-89. U.S. Bureau of Labor Statistics. 

2S6 Productivity and Growth: Theory and Data 
Baumol, William J. — Productivity Growth, 
Convergence, and Welfare: What the Long- 
run Data Show 

Maddison's 1870-1979 data are analyzed, 
showing the historically unprecedented growth 
in productivity, CDP per capita and exports 
and the remarkable convergence of productivi- 
ties of industrialized market economies, with 
convergence apparently shared by planned 
economies but not less developed countries. 
Productivity lag’s relation to "deindustrializa- 
tion," unemployment and balance of payments 
is examined. The data confirm that U.S. pro- 
ductivity growth fell behind its extraordinary 
postwar peak but probably not below its long 
term level. It is also shown that more rapid 
productivity growth of other countries may only 
be a normal concommitant of convergence. 
Amer. Econ. Rev., Dec. 1986, 76(5), pp. 1072- 
85. Princeton University and New York Univer- 
sity. 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial Theory 

and Institutions 

311 Domestic Monetary and Financial Theory and 
Fobcy 

Andersen, T. M. — Pre-set Prices, Differential 
Information and Monetary Policy 
This paper proves the case for an active stabi- 
lization policy by analyzing an economy ex- 
posed to nominal shocks, where prices are pre- 
set by firms possessing differential information. 
Price decisions are uncoordinated in that when 
each firm sets its price it is Imperfectly informed 
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about prices set by other firms. Hie role of a 
systematic monetary policy, as a means to over- 
come the implications of differentia] information 
for the allocation of economic resources, is ana- 
lyzed. Alternatively, a private indexation 
scheme is also analyzed and compared to mone- 
tary policy, which can eliminate completely the 
implications of differential information, whereas 
an indexation scheme can do so only partially. 
Oxford Econ. Pap . , Nov. 1986, 38(3), pp. 456- 
BO. Aarhus University. 

Barsky, Robert B. — The Fisher Hypothesis 
and the Forecastability and Persistence of In- 
flation 

For the period 1860 to 1939, the simple cor- 
relation of the U.S. commercial paper rate with 
the contemporaneous inflation rate is -0.17. 
The corresponding correlation for the period 
1950 to 1679 is 0.71. This paper attributes this 
apparent change in the Fisher relation to differ- 
ences in the stochastic process of inflation, 
rather than a change in any structural relation- 
ship between interest rates and expected infla- 
tion. Contrary to recent claims in the literature, 
there is little evidence of inflation nonneutrality 
in data from the pre-World War I period. J. 
Monet. Econ., Jan. 1987, 19(1), pp. 3-24. Uni- 
versity of Michigan and National Bureau of Eco- 
nomic Research. 

Bohara, Alok K.; Bradley, Michael G. and 
McNown, Robert F. — New Evidence on Tar- 
gets for Monetary Policy 
A multiple autoregressive moving average 
model is developed and employed in the analy- 
sis of the interrelations between policy, target, 
and goal variables. A time-series model that 
simultaneously examines the control problem 
and the target-goal relationship yields results 
different from those reported by researchers 
who examine these issues separately. The fore- 
cast error variances are decomposed to yield 
additional insights into the relationships among 
the variables. Southern Econ. J., Jan. 1987, 
53(3), pp. 591-604. University of Colorado. 

Campbell, John Y. — Money Announcements, 
the Demand for Bank Reserves, and the Be- 
havior of the Federal Funds Rate within the 
Statement Week 


The effect of money stock announcements on 
the federal funds rate has been attributed infor- 
mally to the information conveyed by the an- 
nouncements about aggregate reserve demand. 
This “Aggregate Information Hypothesis” ex- 
plains the effect without reference to Federal 
Reserve intervention in the funds market. In 
this paper, the author provides a formal model 
of the Aggregate Information Hypothesis under 
lagged reserve accounting. The model relies 
on imperfect information in the funds market 
and on imperfect bank arbitrage of reserve de- 
mand between days of the week. Some stylized 
facts are presented about funds rate behavior 
in the period 1980-83. J. Money, Credit, Bank- 
ing, Feb. 1987, 19(1), pp. 56-67. Princeton 
•University. 

Canto, Victor A.; Nickels burg, Gerald and 
Rizos, Paul — The Effect of Fiscal Policy on 
the Short-run Relation between Nominal In- 
terest Rates and Inflation 
This paper presents a simple empirical model 
of the relation between the inflation rate and 
the nominal interest rate. The authors show 
that previous results found in the literature may 
be attributed to specification error and that 
there are natural explanations for the observed 
signs of previous Fisher equation estimates. 
Fiscal policy shocks may generate short-run 
negative correlations between changes in infla- 
tion and changes in the nominal interest rates. 
These results illustrate the difficulty in discuss- 
ing the relation between inflation and nominal 
interest rates without conditioning the analysis 
with specific assumptions on the course of the 
economy. Econ. Inquiry. Jan. 1987, 25(1). pp. 
27-42. A. B. Laffer and Associates, Lomita, Cal- 
ifornia; University of Southern California. Los 
Angeles; University of Southern California. Los 
Angeles. 

Cothren, Richard — Asymmetric Information 
and Optimal Bank Reserves 
One traditional argument in favor of bank 
reserve requirements holds that since a bank 
and its depositors are asymmetrically informed 
as to the hank's reserve position and its portfo- 
lio. the bank will hold too few reserves and 
too risky a portfolio. This being the case, pre- 
sumably a centra] banking authority is equipped 
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to impose and to monitor a minimal reserve 
requirement yielding a Pareto superior out- 
come. This paper analyzes this position in the 
contest of a formal model and shows that at 
least for some parameters of the model there 
is such a case for a minima] reserve require- 
ment. J. Money, Credit, Banking, Feb. 1987, 
J9(l), pp. 68-77. Virginia Polytechnic Institute 
and State University. 

Cover, James Peery and Keeler, James P. — 

Estimating Money Demand in Log-First- 

Difference Form 

This paper demonstrates that the Ml and real 
GNP time series for the United States follow 
nonstationary stochastic processes. Stationarity 
is achieved by first-differencing natural logs. 
As a result estimating money demand in log- 
first-difference form is theoretically preferable 
to log-level form. Comparisons of log-first-dif- 
ferenoe estimates with log-level estimates sup- 
port this conclusion. Log-first-difference esti- 
mates yield a faster speed of adjustment and 
support the nominal form of the partial-adjust- 
ment mechanism and real GNP, rather than 
real consumption, as a scale variable. Southern 
Econ. J., Jan. 1987, 53(3), pp. 751-67. Univer- 
sity of Alabama; Kenyon College. 

Cuthbertson, Keith and Taylor, Mark P. — The 

Demand for Money: A Dynamic Rational Ex- 
pectations Model 

This paper presents and estimates a model 
of the demand for money which explicitly incor- 
porates forward-looking behavior. A multiper- 
iod, rational expectations, quadratic costs of ad- 
justment problem is solved using the discrete 
time calculus of variations to yield a money de- 
mand equation which is both forward-looking 
and contains a lagged dependent variable, and 
nests partial adjustment and error correction 
alternatives. The equation is estimated jointly 
with a vector autoregression for the forcing vari- 
ables, subject to cross-equation restrictions in 
an attempt to circumvent the R. E. Lucas (1976) 
critique, on U.K. data for narrow money, Ml. 
The results are encouraging. Econ. Supp. 
1987, 97, pp. 65-76. University of Newcastle; 
Bank of England and University of New- 
castle. 


Fethke, Gary and Policano, Andrew — Mone- 
tary Policy and the Timing of Wage Negotia- 
tions 

In a model of long-term labor contracts, the 
simultaneous determination of the pattern of 
contract negotiation and the pattern of mone- 
tary-policy intervention yields a Nash equilib- 
rium in which agents allow a discretionary role 
for policy. The resulting pattern of negotiation 
depends on the stochastic nature of the system. 
When all disturbances are aggregate in nature, 
a synchronized pattern of negotiation is optimal 
regardless of the frequency of monetary-policy 
intervention. When both aggregate and relative 
disturbances affect the system, a pattern of 
bunched negotiations can result with the au- 
thority intervening at dates away from the nego- 
tiation dates./. Monet. Econ., Jan. 1987, 19(1), 
pp. 89-105. University of Iowa. 

Freeman, Scott — Reserve Requirements and 

Optima] Seigniorage 

This note presents a model of optimizing 
agents who chose to hold deposits at financial 
intermediaries, which are required to hold frac- 
tional reserves of fiat money. When the stock 
of fiat money is expanded, the reserve require- 
ment functions as a tax on deposits. The combi- 
nation of reserve requirements and inflation re- 
sults in a lower steady-state utility than a direct 
tax on deposits. The optimal monetary policy 
when reserves are required is to minimize re- 
serve requirements and inflate without limit 
the stock of fiat money. /. Monet. Econ. , Mar. 
1987, 19(2), pp. 307-14. Boston College. 

Hamilton, James D. — Monetary Factors in the 

Great Depression 

TTiis paper examines the role of monetary 
policy in the early stages of the Great Depres- 
sion and considers the mechanism whereby this 
policy may have affected real activity. The au- 
thor concludes that the depression was pre- 
ceded by a dramatic shift towards a highly con- 
tractionary monetary policy. The economic 
impact of this policy seems unlikely to have 
come through the conventional Keynesian 
channels of a shortage of liquidity and high ex 
ante real interest rates, but instead may have 
operated through unanticipated deflation and, 
after 1930, through die disruption of financial 
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intermediation as a consequence of the banking 
panics. J. Monet. Econ., Mar. 1987, 19(2), pp. 
145-69. University of Virginia. 

Hein, Scott E. — Monetary Announcements and 
Interest Rate Responses 
This paper offers reasons why, under lagged 
reserve accounting system, unexpected mone- 
tary base announcements may have weak, insig- 
nificant effects on interest rates, while at the 
same time, unexpected money supply an- 
nouncements have significant interest rate ef- 
fects. Hie paper also argues that under a non- 
borrowed reserve targeting system (October 
1979 to roughly October 1982), unexpected an- 
nouncements in Federal Reserve discount win- 
dow borrowing were likely viewed as containing 
important information to financial community. 
Surprise discount window borrowing announce- 
ments had significant effect on interest rates, 
prior to abandonment of non-borrowed reserve 
targeting procedure in late 1982. Since then, 
neither borrowing nor money supply surprises 
significantly effect interest rates. Southern 
Econ. ].. Jan. 1987, 53(3), pp. 615-26. Texas 
Tech University. 

Koenig, Evan F, — The Short-run “Tobin Ef- 
fect" in a Monetary Optimizing Model 
In an economy in which households face a 
cash-in-advance constraint, the nominal inter- 
est rate acts like a tax on consumption. To the 
extent that investment is financed from current 
earnings and so escapes the interest rate tax, 
households will defer their consumption when 
the nominal interest rate is high. A short-run 
Tobin effect results: capital accumulates most 
rapidly when the interest rate is thought to be 
high relative to its past and future values. Econ. 
Inquiry, Jan. 1987, 25(1), pp. 43-53. University 
of Washington. 

Koskela, Erkki and Virdn, Matti — Endogenous 
Policy, Structural Shift, and Demand for 
Money 

The paper revisits the demand for money 
equation, originally suggested by Goldfield, by 
using the U.S. quarterly data over the period 
1955I-1978rV. Results from different estima- 
tion methods and specification tests indicate 


that the Goldfeld equation suffers from mis- 
specifi cation. Some contrary claims notwith- 
standing, this seems to result neither firms 
inappropriate dynamic specification nor from 
conventional estimation in terms of autocorrela- 
tion adjustment. Instead, die assumptions of 
exogenous interest rates and structural stability 
have to be rejected. Specifying an interest rate 
reaction function helps to improve the perfor- 
mance of the Goldfeld demand for money func- 
tion. Weltxvirttch. Arch., 1986, 122(4), pp. 647- 
56. University of Helsinki; Bank of Finland, 
Helsinki. 

Mil bourne, Ross D. — Re-examining tbe Buffer- 
Stock Model of Money 
This paper critically examines recent papers 
in the buffer stock or supply side disequilibrium 
models of money. The paper first investigates 
the assumptions at the microeconomic level and 
concludes that even with these assumptions, 
aggregate behavior does not necessarily follow 
buffer-stock models in which excess cash bal- 
ances are held involuntarily. In a simple model 
with uncertain cash flows, it is shown that in 
the aggregate short-run involuntary cash hold- 
ings are negligible. If the buffer-stock story is 
applicable, it is to a broader definition of money 
than used in most empirical work. The second 
part of the paper examines empirical work and 
argues that the buffer-stock idea cannot be im- 
plemented using single equation techniques, 
and that when viewed appropriately, current 
empirical results refute the buffer-stock idea 
as it is currently modeled. Econ. J. , Supp. 1987, 
97, pp. 130-42. Queen's University. 

Rekbcnstein, William — The Impact of Money 
on Short-term Interest Rates 
This study reviews empirical evidence from 
four research methods related to the impact 
of money on short-term nominal rates. The 
studies consistently fail to find evidence sup- 
porting the much hypothesized short-term, 
negative relationship between money and nom- 
inal rates since at least April 1975. Reasons for 
the absence of a negative relationship iodude 
the tendency of financial markets to anticipate 
corrective action by tbe Fed whenever MI devi- 
ates from targeted growth ranges and a rapid 
adjustment of inflationary expectations to 
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changes in money growth. Econ. Inquiry, Jan. 
1987, 25(1), pp. 67-82. North Texas State Uni- 
versity. 

Sims, Grant E.; Takayama, Akira and Chao, 
Chi-chur — A Dual Approach to Measuring 
the Nearness of Near-Monies 
Hie authors address the problem of measur- 
ing the degree of substitution of near-monies, 
the problem provoked by V. Karuppan Chetty 
(1969) from which followed many studies. Ap- 
plying the dual approach developed in pro- 
duction economics to this problem, the authors 
are able to estimate the degree of substitu- 
tion among near-monies simultaneously for the 
n-dimensional world allowing possible comple- 
mentarities, in which they also test the homo- 
theticity assumption and the existence of “non- 
neutral" institutional changes. The approach, 
being a fresh one on this topic, enables the 
authors to obtain many new results and gives 
further insight into this much-debated prob- 
lem. Rev. Econ. Statist., Feb. 1987, 69(1), pp. 
118-27. Transco Energy Co., Houston; South- 
ern Illinois University, Carbondale; Southern 
Illinois University, Carbondale. 

Spindt, Paul A. and Tarhan, Vela — The Fed- 
eral Reserve’s New Operating Procedures: 
A Post Mortem 

Although money stock targeting has been the 
strategic focus of Federal Reserve policy since 
the mid 1970s, operating policy — the tactics 
whereby the longer-run strategy is imple- 
mented over short-term intervals — has been 
changed by the Federal Reserve at least twice 
over this period. A particularly dramatic change 
in operating policy was announced by the Fed- 
eral Reserve in October 1979. This paper pro- 
vides empirical evidence that settles questions 
about the nature of this change and suggests 
that the new operating procedures may have 
contributed to the heightened interest rate vol- 
atility experienced over the 1979 to 1982 pe- 
riod. J. Monet. Econ., Jan. 1987, J9(l), pp. 
107-23. Board of Governors of the Federal Re- 
serve System, Washington, D.C.; Loyola Univ- 
ersity. 

Townsend, Robert M. — Asset-Return Anoma- 
lies in a Monetary Economy 


This paper provides a general equilibrium, 
choice theoretic, spatial model, which explains 
die preference for holding barren money rather 
than interest-bearing securities or capital 
goods. Put somewhat differently, it examines 
standard asset pricing relationships in the con- 
text of a folly articulated monetary economy 
and delivers various asset return anomalies. In 
seeking to integrate the theory of value with 
the theory of money, a fairly general proof of 
the existence of a monetary equilibrium is pro- 
vided. /. Econ. Theory, Apr. 1987, 41(2), pp. 
219-47. University of Chicago. 

Vickers, John — Signalling in a Model of Mone- 
tary Policy with Incomplete Information 
Hie expectations of the public about future 
macroeconomic policy depend in part upon the 
preferences that they believe the policymaker 
to have. For example, when the policymaker 
is "dry" — i.e., more concerned about low infla- 
tion than low unemployment — lower inflation 
might be expected than when he is “wet.” Thus, 
there is an incentive for the policymaker to in- 
fluence expectations about his preferences by 
means of his current policy decisions. This pa- 
per uses R. Barro and D. Gordon's natural rate 
model and draws on recent work in oligopoly 
to investigate the use of monetary policy as a 
signal of the policymaker’s preference. Oxford 
Econ. Pap.. Nov. 1986, 38(3), pp. 443-55. Nuf- 
field College, Oxford. 

312 Commeriul Banking 

AJiber, Robert Z. — Financial Innovation and 
the Boundries of Banking 
This paper analyzes the interaction of the pro- 
cess of international innovation and the struc- 
ture of the international banking sector. The 
advent of new instruments of financing resulted 
in the growth of disintermediation. This created 
pressure for the liberalization of banking with 
the resulting international competition. The 
banking sector in the United States is frag- 
mented and offers a widely differing range of 
services. Innovation has resulted in a change 
in structure, a reshuffling of participants and a 
consolidation of financial centers. Managerial 
Dec. Econ., Mar. 1987, 8(1), pp. 67-73. Univer- 
sity of Chicago. 
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Broil, Udo and Gilroy, Michael B. — Collateral 
in Banking Policy and Adverse Selection 
This paper analyzes collateral in banking pol- 
icy and adverse selection effects given informa- 
tion asymmetry. It is shown that with asym- 
metric information, given the interest rate, one 
cannot expect collateral to equilibrate the mar- 
ket for loans. The reason is that the average 
riskiness of a loan will be positively related to 
the collateral agreement. Hence the gain for 
the bank from higher collateral will be com- 
pared with the adverse selection loss leading 
to an optimum collateral, which need not be 
market clearing. Manchester Sch. Econ. Soc. 
Stud., Dec. 1986, 54(4), pp. 357-66. University 
of Constanz, West Germany. 

Hannan, Timothy H. and Rhoades, Stephen 
A. — Acquisition Targets and Motives: The 
Case of the Banking Industry 
Findings do not indicate poorly-managed 
firms are more likely to be acquired than well- 
managed firms. The analysis uses a sample of 
1,046 Texas banks that existed in 1970, out of 
which 201 were acquired during the period 
1970-82. A multinomial logit procedure is used 
to estimate the relationship between the likeli- 
hood of acquisition and the characteristics of 
the target firm and its market. Additional re- 
sults suggest that firms with luge market 
shares, low capital/asset ratios, and operations 
in urban areas are relatively likely to be ac- 
quired but not firms with low profits or low 
growth. Rev. Econ. Statist., Feb. 1987, 69(1), 
pp. 67-74. Federal Reserve Board. 

Rose, Peter S. — The Impact of Financial Ser- 
vices Deregulation: The Hypotheses and the 
Evidence from 240 U.S. Metropolitan Mar- 
kets 

This study examines several deregulation hy- 
potheses regarding changes in commercial bank 
profitability, risk, operating efficiency, portfolio 
mix, and market structure using individual bank 
and marketwide data from 240 U.S. metropoli- 
tan areas. The timing of deregulation laws are 
found to have a significant influence on bank 
and bank market performance indicators and 
economic, demographic, and market structure 
factors. Deregulation’s impact, however, is 
found to be selective according to bank sue 


and market location. Quart. J. Bus. Econ., 
Spring 1967, 26(2), pp. 55-88. Texas A&M 
University. 

313 Capital Markets 

Atchison, Michael D.; Butler, Kiri C. and Si- 
monds, Richard R. — Non synchronous Secu- 
rity Trading and Market Index Autocorrela- 
tion 

This paper investigates the extent to which 
nonsynchronous security trading explains ob- 
served autocorrelations in daily returns on stock 
market indices. The theoretical portfolio auto- 
correlation due solely to nonsynchronous trad- 
ing is estimated from a derived model. This 
estimated level is found to be substantially less 
than that observed empirically. The theoretical 
and empirical relationship between portfolio 
size and autocorrelation is also investigated. 
The results of this study suggest that other 
price-adjustment delay factors, in addition to 
nonsynchronous trading, cause the high auto- 
correlations present in daily returns on stock 
index portfolios. J. Finance, Mar. 1987, 42(1), 
pp. 111-18. University of Virginia, Michigan 
State University; Michigan State University. 

Bruner, Robert F. and Simms, John M., Jr. — 
The International Debt Crisis and Bank Secu- 
rity Betums in 1982 

This research investigates the reaction of 
bank security returns to the 20 August 1962 
Mexican request for the rescheduling of its ex- 
ternal debt. Empirical results show that the 
reaction of bank stocks was rapid and signifi- 
cantly negative. Within six days of the pub- 
lished announcement, prices had adjusted to 
reflect levels of individual bank exposure, 
which refutes the much longer time implied 
in other studies of this event. The authors con- 
clude that the market reaction was essentially 
efficient, rational, and orderly. /. Money, 
Credit, Banking, Feb. 1987, 19(1). pp. 46-55. 
University of Virginia; The First Boston Corpo- 
ration, New York. 

Campbell, John Y. and CUrida, Richard H. — 
The Term Structure of Euromarket Interest 
Rates: An Empirical Investigation 
This paper is an empirical investigation of 
the predictability and comovement of risk pre- 
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mia in the term structure of Euromarket inter- 
est rates. The authors present regression results 
which suggest that risk premia in three Euro- 
market term structures and on uncovered for- 
eign asset positions move together. The authors 
test formally the hypothesis that these risk pre- 
mia move in proportion to a single latent vari- 
able and are unable to reject this hypothesis. 
The single latent variable model can be inter- 
preted as in L. Hansen and R. Hodrick (1983) 
and R. Hodrick and S. Srivastava (1984) as a 
specialization of the intertemporal capital asset 
pricing model in which assets have constant 
Itetas on a single, unobservable benchmark 
portfolio./. Monet. Econ., Jan. 1987, 19(1), pp. 
25-44. Princeton University; Yale University. 

Corhay, Albert; Hawawini, Gabriel and 
Michel, Pierre — Seasonality in the Risk-Re- 
turn Relationship: Some International Evi- 
dence 

The authors report evidence of monthly sea- 
sonality in the estimate of the CAPM-based 
equity risk premium on the NYSE and the Lon- 
don, Paris, and Brussels exchanges. In Belgium 
and France, the risk premium is positive in 
January and negative the rest of the year. In 
the United Kingdom, it is positive in April and 
negative the rest of the year. In the United 
States, the pattern of risk-premium seasonality 
coincides with the pattern of stock-return sea- 
sonality. Both are positive and significant only 
in January. This is not the case in the European 
markets. An interpretation of this phenomenon 
is suggested. J. Finance, Mar. 1987, 42(1), pp. 
49-68. University of Lifege, Belgium; INSEAD, 
Fontainebleau, France; University of Li&gc, 
Belgium. 

Da Silva, Roberto and Dellva, Wilfred L. — 
Evidence of the Size Effect on Stock Returns 
in the Chemical Industry 
This study examines the evidence of the size 
effect on stock returns in the chemical industry 
using both the CAPM and the market model. 
While the results are generally consistent with 
earlier random sample studies, the industry 
specific study provide* some interesting twists. 
CAPM results indicate significant abnormal re- 
turns, while market model results are not statis- 
tically significant. Quart. J. But. Earn., Spring 


1987, 26(2), pp. 22-40. Monsanto Corporation, 
Sao Paulo, Brazil; St. Joseph’s University. 

Dowen, Richard J. and Bauman, W. Scott — 
Residual Returns and Extramarket Risk 
Several studies have found that stock with 
low price-earnings ratios with small capitaliza- 
tions and neglected stocks have higher returns 
than can be justified by their beta or market 
risk. This study seeks to determine whether 
there is extramarket risk associated with such 
portfolios. Extramarket risk may account for ex- 
cess returns. The results suggest that extra- 
market risk is not present. Quart. J. Bus. 
Econ . , Spring 1987, 26(2), pp. 41-54. Northern 
Illinois University. 

Dukes, William P.; Bowlin, Oswald D. and 
MacDonald, S. Scott — The Performance of 
Beta in Forecasting Portfolio Returns in Bull 
and Bear Markets Using Alternate Market 
Proxies 

This paper shows the risk-return relation- 
ships for stock portfolios during hull and hear 
markets using alternative market proxies. The 
findings support the concept of beta stationarity 
and suggest strongly that systematic risk is use- 
fol in predicting portfolio returns in bull and 
bear markets, especially when the Value Line 
composite is used as a market proxy. Quart. 
J. Bus. Econ., Spring 1987, 26(2), pp. 89-103. 
Texas Tech University. 

Engle, Robert F.; Lilien, David M. and Rob- 
ins, Russell P. — Estimating Time Varying 
Risk Premia in the Term Structure: The 
ARCH-M Model 

The expectation of the excess holding yield 
on a long bond is postulated to depend upon 
its conditional variance. Engle's ARCH model 
is extended to allow the conditional variance 
to be a determinant of the mean and is called 
ARCH-M. Estimation and inference proce- 
dures are proposed, and the model is applied 
to three interest rate data sets. In most cases 
the ARCH process and the time varying risk 
premium are highly significant. A collection of 
LM diagnostic tests reveals the robustness of 
the model to various specification changes such 
as alternative volatility or ARCH measures, re- 
gime changes, and interest rate formulations. 
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The model explains and interprets the recent 
econometric failures of the expectations hypoth- 
esis of the term structure. Econometrica, Mar. 
1967, 55(2), pp. 391-407. University of Califor- 
nia, San Diego; University of California, Irvine; 
Trans World Oil, I^td., Hamilton, Bermuda. 

F sms, Eugene F. and French, Kenneth R. — 
Commodity Futures Prices: Some Evidence 
on Forecast Power, Premiums, and the The- 
ory of Storage 

The authors examine two models of commod- 
ity futures prices. The theory of storage explains 
the difference between contemporaneous fu- 
tures and spot prices (the basis) in terms of 
interest changes, warehousing costs, and conve- 
nience yields. The authors find evidence of vari- 
ation in the basis in response to both interest 
rates and seasonafs in convenience yields. The 
second model splits a futures price into an ex- 
pected premium and a forecast of the maturity 
spot price. The authors find evidence of forecast 
power for 10 of 21 commodities and time-vary- 
ing expected premiums for five commodities. 
J. Bus.. Jan. 1987, 60(1), pp. 55-73. University 
of Chicago. 

Garber, Peter M. — Nominal Contracts in a 
Bimetallic Standard 

As its centra) feature, a bimetallic standard 
grants nominal debtors an option to deliver ei- 
ther of two metals. With results from the option 
pricing literature, construction of a formula to 
evaluate the bimetallic option in debt instru- 
ments is straightforward. With this formula, 
one can compute the option value in a wide 
range of nineteenth-century U.S. Treasury se- 
curities. Posession of the option values permits 
an adjustment of the yields on U.S. securities 
to make them comparable to yields on nonme- 
tallic European securities. Evaluating the op- 
tion allows the estimation of transfers from debt- 
ors to creditors. Amer. Econ. Ret:.. Dec. 1986. 
76(5), pp. 1012-30. Brown University. 

CrinMatt, Mark and Titman, Sheridan — The 
Relation between Mean-Vur fence Efficiency 
and Arbitrage Pricing 

This paper generalizes the relation between 
the mean-variance efficiency of a reference 
portfolio and exact linear pricing to a multibeta 


setting. The concept of local mean-variance ef- 
ficiency is introduced, and a group of reference 
portfolios is shown to price ail assets if, and 
only if, they are locally efficient. Within this 
alternative framework, the paper examines the 
testability of the Arbitrage Pricing Theory. 
Whereas the Capital Asset Pricing Model im- 
plies that only the market portfolio is efficient 
and generally says nothing about which observ- 
able portfolios are efficient when examining 
subsets of the economy, the Arbitrage Pricing 
Theory pricing equation implies that the factor 
analysis portfolios are locally efficient. For this 
and several other reasons, the Arbitrage Pricing 
Theory is inherently more testable. J. Bus., 
Jan. 1987, 60(1), pp. 97-112. University of Cali- 
fornia, Los Angeles. 

Hartley, Peter — Portfolio Theory' and Foreign 
Investment — The Role of Non-marketed As- 
sets 

Far from thinking the extent of foreign invest- 
ment in Australia is large, economists ought 
perhaps he surprised that the extent is not 
greater. Portfolio diversification theory would 
seein to predict Australians would own a small 
share of their marketable wealth in Australian 
marketed assets. When domestic residents in 
a small open economy possess nonmarketable 
wealth (so that securities markets are not com- 
plete), domestic marketed assets may he dispro- 
portionately demanded by residents to hedge 
their non marketed risks. Econ. Bee.. Sept. 
1986, 62(178), pp. 286-95. Monash University 
and Princeton University. 

Hirst, Ian — Restrictions on Outward Portfolio 
Investment and Domestic Equity Markets 
Governments sometimes impose restrictions 
on local investors which effectively prevent 
them from purchasing overseas equities. Rea- 
sons for doing this, from the government’s point 
of view, would include increasing the availabil- 
ity and lowering the cost of risk capital for local 
companies. This paper analyzes this argument 
in terms of modem portfolio theory. It is shown 
that, under certain circumstances, domestic 
equities and overseas equities may be comple- 
ments rather than substitutes. In this case, the 
effect of the restrictions would be to lower 
prices on the domestic stock exchange and to 
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raise the cost of risk capita] to local companies. 
Managerial Dec. Econ., Mar. 1987, 8(1), pp. 
75-80. University of Edinburgh. 

Hochman, Shalom and Palmon, Oded — Ex- 
pected Inflation and the Real Rates of Interest 
on Taxable and Tax-Exempt Bonds 
This paper analyzes the impact of inflation 
on rates of return on taxable corporate bonds 
and tax-exempt municipal bonds. The paper 
considers a differentia] tax system, where the 
tax rate depends on both the identity of the 
investor and the source of income. It also con- 
siders the possibility that inflation may induce 
investors to switch from holding one asset to 
holding another. It is demonstrated that while 
inflation should increase the (pre-personal tax) 
real rate of interest on taxable bonds, it should 
reduce the real rate of interest on tax-exempt 
honds. J. Money, Credit, Banking, Feb. 1987, 
19(1), pp. 90-103. University of Houston. 

Huberman, Gur; Kandel, Shmuel and Stem- 
baugh, Robert F. — Mimicking Portfolios and 
Exact Arbitrage Pricing 
The authors characterize the sets of mimick- 
ing positions whose returns can serve in place 
of factors in an exact A-factor arbitrage pricing 
relation for a set of N assets. All of the sets 
are K-dimensktnal nonsingufer linear transfor- 
mations of each other. The authors interpret 
three examples of such transformations and dis- 
cuss empirical considerations. They also pro- 
vide conditions under which the mimicking po- 
sitions can be expressed as portfolios and 
characterize the relation between mimicking 
portfolios and the minimum-variance frontier. 
J. Finance, Mar. 1987, 42(1), pp. 1-9. Univer- 
sity of Chicago. 

Janies, Christopher M. and Wier, Peggy — Re- 
turns to Acquirers and Competition in the 
Acquisition Market: The Case of Banking 
In this paper the authors examine the effect 
of competition in the market for bank acquisi- 
tions on the acquirers’ stock returns. Bank ac- 
quisitions are examined because federal and 
state regulations greatly facilitate the identifica- 
tion of potential bidders and alternative targets 
« aoauisition. They find that the gain to 
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of alternative target firms available and nega- 
tively related to the number of other potential 
bidders. These results provide some insights 
into the sources of gains from bank acquisitions. 
J. Polit. Econ., Apr. 1987, 95(2), pp. 355-70. 
University of Oregon. 

Jiittner, D. Johannes; Tuckwell, Roger H. and 
Luedecke, Be rod P. — Are Expectations of 
Short-term Interest Rates Rational? 

The paper investigates whether expectations 
of short-term interest rates, as measured by 
either the futures rate for hank bills or the im- 
plied forward rate in the spot market for such 
bills, are formed rationally in the Muthian 
sense. A feature of the approach is the explicit 
integration of overseas interest rate expecta- 
tions. The results indicate that market partici- 
pants draw on a more comprehensive informa- 
tion set when setting implied forward rates than 
when pricing futures contracts and that, as a 
result, there does appear to be scope for profit- 
able arbitrage between the two markets. Aus- 
tralian Econ. Pap., Dec. 1985, 24(45), pp. 356- 
69. Macquarie University; Macquarie Univer- 
sity; University of New South Wales. 

Kidwell, David S. and Marr, M. Wayne — Pre- 
ferred Stock: The Impact of Credit Market 
Conditions on Competitive versus Negoti- 
ated Sale 

The study examines the issue-cost relation- 
ship between competitive and negotiated sales 
for a sample of public utility preferred stock 
sold between 1974 and 1980. The study's major 
findings are that during stable credit markets, 
most preferred stock issuers will achieve the 
lowest issue cost using competitive sales. Dur- 
ing unstable market periods, the results are 
quite different. Negotiated sales will provide 
the lowest issue cost if two or fewer competitive 
bids are expected; if three or more bids are 
expected, no cost difference exists between the 
two methods of sale. Titus, under unstable mar- 
ket conditions negotiated sales may be prefera- 
ble. Quart, Rev. Econ . Bus., Winter 1986, 
26(4), pp. 35-50. Tuiane University. 

McConnell, John J. and Sanger, Cary €. — 
The Puzzle in Post-listing Common Stock Re- 
turns 
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Prior studies indicate that common stocks 
tend to earn negative returns immediately fol- 
lowing listing on the NYSE. The authors docu- 
ment die phenomenon in detail and investigate 
a number of possible explanations. No full ex- 
planation is discovered although several are 
ruled out. J. Finance, Mar. 1987, 42(1), pp. 
119-40. Purdue University; Louisiana State 
University. 

Ogden, Joseph P. — An Analysis Of Yield Curve 
Notes 

This paper analyzes a new security, the yield 
curve note, which pays interest at a rate that 
varies inversely with short-term interest rates. 
A valuation model is presented, the parameters 
of the model are estimated empirically, and the 
estimated model is used to explore the price 
behavior and risk characteristics of yield curve 
notes in comparison with fixed rate notes. Hie 
risk of a yield curve note is approximately twice 
as great as a fixed rate note with the same matu- 
rity. Hie unique risk characteristics of yield 
curve notes make them useful in immunization 
strategies for financial institutions. /. Finance, 
Mar. 1987, 42(1), pp. 99-110. University of 
Tennessee. 

Oldfield, George S. and Rogalslri, Richard J. — 
The Stochastic Properties of Term Structure 
Movements 

The aim of this paper is to identify a stationary 
statistical model for Treasury bill discount 
changes. The authors find that the sample vari- 
ance of discount changes are nonstationary over 
short differencing intervals but stabilize as the 
intervals increase to quarterly or semiannual 
periods. This result has important implications 
for pricing options and for analyzing the pre- 
dictive properties of forward rates. The authors 
show that the stochastic process structure leads 
to a downward revision in estimates of forward 
rate predictive power, /. Monet. Earn., Mar. 
1987, 19(2), pp. 229-54. Cornell University; 
Dartmouth College. 

3M Fiscal Theosy and Policy; Public Finance 

321 Fiscal Theory and Policy 

Browning, Edgar K. — On the Marginal Wel- 
fare Cost of Taxation 


This paper develops a rigorous partial equi- 
librium analysis of the determinants of marginal 
welfare cost (MWC) of taxes on labor earnings. 
It shows that four key parameters interact to 
determine the magnitude of MWC. Using ag- 
gregate data and plausible ranges of values for 
the parameters, MWC can vary from under 10 
percent to more than 300 percent of marginal 
tax revenue. Intermediate parameter values 
suggest MWC is in the 25-50 percent range. 
However, the more extreme estimates cannot 
be ruled out on the basis of available evidence, 
suggesting that MWC cannot yet be estimated 
with much precision. Amer. Econ. Rev., Mar. 
1987, 77(1), pp. 11-23. Texas A&M University. 

Cauley, Jon; Sandler, Todd and Comes, Rich- 
ard — Nonmarket Institutional Structures; 
Conjectures, Distribution, and Allocative Ef- 
ficiency 

This paper analyzes nonmarket institutional 
structure in which policy makers from two or 
more governments negotiate to commonly pro- 
vide a pure public good or to internalize an 
externality. Various equilibrium notions for the 
linkage are examined, including Nash, non- 
Nash, and Pareto. The theoretical analysis indi- 
cates when distributional aspects can be sepa- 
rated from efficiency considerations for a non- 
market linkage. In addition, the authors 
demon state that the likelihood at initial forma- 
tion of such a linkage is related to the number 
of participants, the type of conjecture formed, 
and the mix between fixed and variable negotia- 
tion costs. Public Finance. 1966, 41(2), pp. 153- 
72. University of Hawaii, Hilo; Iowa State Uni- 
versity; Australian National University. 

Chamley, Chris tophe and Wright, Brian D. — 
Fiscal Incidence in an Overlapping Genera- 
tions Model with a Fixed Asset 
In a model of overlapping generations with 
a fixed factor (“land”), malleable capital, and 
labor, the authors analyze the dynamic effects 
of various fiscal policies on capital accumula- 
tion, land prices, and intergenerationaJ welfare 
Minimal assumptions (stability and uniqueness 
of the dynamic path) imply that a butd tax may 
initially raise land values, but the upper bound 
is less than one-half of the tax revenues. Assum- 
ing homothetic utility, the ratio betwe en the 
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long-run capital responses to a land tax and to 
a lump-sum transfer of equivalent revenue from 
the young to the old depends solely on the 
labor share. J. Public Econ. , Feb. 1987, 32(1), 
pp. 3-24. Hoover Institution, Stanford Univer- 
sity; University of California, Berkeley. 

Ekelund, Robert B., Jr. and Thornton, 
Mark — Schumpeterian Analysis, Supply- 
Side Economics, and Macroeconomic Policy 
in the 1920s 

Supply-side policies, and specifically tax cuts, 
were a major causal factor in the prosperity of 
the 1920s. Simple empirical tests are used to 
support this position. An opposing view — that 
prosperity and tax cuts resulted from general 
Schumpeterian expansion — is refuted with 
Schumpeter’s own view that tax policy is a ma- 
jor determinant of economic activity and growth 
in economic aggregates. Further, the authors 
analyze the contemporary interest in supply- 
side economics and discuss the important in- 
sights that supply-side concepts have for eco- 
nomic stability and growth. Rev. Soc. Econ., 
Dec. 1986, 44(3), pp. 221-37. Auburn Univer- 
sity. 

Gordon, Roger, H. — Taxation of Investment 
and Savings in a World Economy 
The equilibrium of capital and equilibrium 
market prices are derived for a world economy 
with a unified securities market, mobile capital, 
no uncertainty, and varying tax rates on differ- 
ent sources of income in each country. Hie pa- 
per then characterizes optimal tax rates for a 
small country in this setting, focusing on the 
peculiar incentives created when the before- 
tax rate of return differs among securities due 
to differences in their typical tax treatment. 
Amer. Econ. Rev., Dec. 1986, 76(5), pp. 1086- 
102. University of Michigan. 

Koford, Kenneth — Innovation and Adaptation 
under Incentive Anti-inflation Plans 
Ibis paper examines the effects of incentive 
anti-inflation plans upon a firm’s incentives to 
innovate and to adapt to shocks. Such {dans 
create a uniform tax upon price increases and 
subsidy for price decreases. The incentive 
5 — denend upon the 


ally reduces firms’ incentives to develop de- 
mand-increasing innovations and speed of ad* 
justment to demand and input price shocks,' - k 
Another rule reduces the profits from highly < 
successful innovations, but increases the profits 
from less successful innovations, with uncertain 
overall effect on the incentive to innovate. Pub- 
lic Finance, 1986, 41(2), pp. 218-31. University 
of Delaware. 

Kofqji, Yasuo — Wealth Effects and Fiscal Pol- 
icy in the Context of a Flexible Price Level 
In reexamining an earlier model by Fiorella 
Padoa Schippa, it is found that under a flexible J ' 
price level and with wealth effects, (1) bond i 
financing of public expenditure leads to instabil- 
ity, whereas money finance is always stable; f 
(2) crowding-out of private by public expendi- * 
tore is logically compatible with stability under \ 
bond but not under money finance; (3) if the ’ 
system is stable, bond financing may create a r 
larger or smaller real income compared with 
money finance, however, the wealth effects 
stemming from price level changes play an im- 
portant role in the determination of these ef- ■' 

fects. Public Finance, 1986, 41(2), pp. 232-43. j 

Senshu University, japan. t 

Latham, Roger W. and Naisbitt, Barry — Bal- J 

anced Budget Tax Incidence i 

This paper extends the analysis of the Harber- £ 
ger two-sector tax incidence model to examine 1 
different assumptions about government and in- ' 

dividual demand behavior. In particular, differ- 
ences in preferences among individuals and the > 
concepts of die distributions of personal income 
and the ownership of capital are introduced into j 
the model. Incidence propositions are derived j 
assuming firstly, following Harberger, that the t 
government spends tax revenues as a typical S 

individual would spend income and secondly 1 

that tax revenue is used to finance lump-sum 
transfers to individuals. Hie propositions are 
shown to accord with those existing in the litera- 
ture. Public Finance, 1986, 4J(2), pp. 244-59. 

York University; University of Liverpool. 

Lee, Kye Sik — Pareto Optimal Redistribution: 

A Public Good Approach 
* — — ol equilibrium model with the Lin- 
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ome scheme which highlights the public- 
id nature of income distribution is presented 
i introduction of the CES utility function, 
e Atkinson index of equality, and condensed 
S. income data. The Pareto optimal tax struc- 
re is shown to be more progressive all in all, 
e stronger the degree of inequality aversion 
id the weaker the degree of substitutability 
stween public and private goods. Most mark- 
dly, the optimal tax structure is identified as 
imp-sum/ regressive with increasing progres- 
ivity/proportionality/degressitivity, depending 
n alternative degrees of substitutability. Pub- 
ic Finance, 1986, 41(2), pp. 200-17. Korea De- 
'elopment Institute, Seoul. 

Vlanldw, N. Gregory — Government Purchases 
and Real Interest Rates 
This paper examines the dynamic impact of 
government purchases in a simple general equi- 
librium model with both durable and nondur- 
able consumer goods as well as productive capi- 
tal. The model generates perhaps surprising 
results. In particular, increases in government 
purchases are shown to cause reductions in real 
interest rates. The model thus provides a possi- 
ble explanation for the observed behavior of 
real interest rates around wars. J. Polit. Econ., 
Apr. 1987, 95(2), pp. 407-19. Harvard Univer- 
sity. 

McCain, Roger A. — Costs of Transaction and 
a Theory of Public Policy 
The paper begins by reconciling two views 
of public policy in the light of transaction costs, 
which draw opposite conclusions. The contrary 
views are those of the Coasian school and of 
Burnham Beckwith. On the basis of the synthe- 
sis which results, the paper proposes a maxim 
for efficient government policy, and shows how 
such classical cases as public goods, Keynesian 
economic stabilization, and redistribution of in- 
come come within the scope of the maxim. Rev. 
Soc. Econ., Dec. 1986, 44(3), pp. 238-450. Ford- 
ham University and Brooklyn College. 

Okuoo, Nobuhiro — Public Investment and 
Unegalitarian Equilibrium 
Effecti of public investment on income- 
wealth distribution is analyzed using a neodas- 
*fcal growth model with income-wealth in- 


equalities. The author considers income groups 
which differ in their wealth holdings but have 
the same strictly convex savings function. A 
neoclassical growth model with these features 
has a locally stable unegalitarian equilibrium. 
The author makes some comparative analyses 
of unegalitarian steady paths with respect to 
public investment. It is shown that public in- 
vestment is likely to expand income-wealth in- 
equality even though it raises per capital na- 
tional income. Public Finance, 1966, 4/(2). pp. 
260-66. Nagoya University, japan. 

van der Ptoeg, F. — The Effects of a Tax and 
Incomes Policy on Government Finance, 
Employment and Capital Formation 
A tax and incomes policy is proposed to allevi- 
ate the problem of unemployment. Income 
taxes and wages are simultaneously reduced to 
leave the post-tax real wage unaffected. This 
will stimulate employment, but may lead to a 
never-ending expansion of government debt 
unless there is a shift from bond-finance to 
money-finance. Hie main disadvantage of this 
scheme is that money-finance is more inflation- 
ary, but this may not matter as the net real 
wage is unchanged. However, when allowance 
is made for the role of capital formation, the 
inflationary consequences of money-finance will 
stimulate investment and contribute to a fur- 
ther expansion of activity and employment. The 
effects of two other reflationary packages are 
also investigated. De Economist, 1966, 134( 3). 
pp. 269-88. London School of Economics and 
Tilburg University. 

Rankin, Neal — Debt Policy under Fixed and 
Flexible Prices 

The effects of an increase in the stock of gov- 
ernment bonds are considered in an economy 
with overlapping generations and perfect fore- 
sight, and in the absence of inteigenerational 
bequests. The cases where prices adjust instan- 
taneously to clear markets and where prices 
are exogenously fixed, are contrasted (1) in a 
model with capita! accumulation but an exoge- 
nous labor supply and (2) hi a model with exoge- 
nous capita] but endogenous labor supply. 
James Tobin's intuitive argument that, in the 
absence of bequests, higher debt reduces long- 
run welfare if prices are flexible, hut in c r ea s es 
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long-run capital responses to a land tax and to 
a lump-sum transfer of equivalent revenue from 
the young to the old depends solely on the 
labor share. /. Public Econ., Feb. 1987, 32(1), 
pp. 3-24. Hoover Institution, Stanford Univer- 
sity; University erf California, Berkeley. 

Ekelund, Robert B., Jr. and Thornton, 
Mark — Schumpeterian Analysis, Supply- 
Side Economics, and Macroeconomic Policy 
in the 1920s 

Supply-side policies, and specifically tax cuts, 
were a major causal factor in the prosperity of 
the 1920s. Simple empirical tests are used to 
support this position. An opposing view — that 
prosperity and tux cuts resulted from general 
Schumpeterian expansion — is refuted with 
Schumpeter's own view that tax policy is a ma- 
jor determinant of economic activity and growth 
in economic aggregates. Further, the authors 
analyze the contemporary interest in supply- 
side economics and discuss the important in- 
sights that supply-side concepts have for eco- 
nomic stability and growth. Ret; Soc. Econ., 
Dec. 1986, 44(3), pp. 221-37. Auburn Univer- 
sity. 

Gordon, Roger, H. — Taxation of Investment 
and Savings in a World Economy 
The equilibrium of capital and equilibrium 
market prices are derived for a world economy 
with a unified securities market, mobile capital, 
no uncertainty, and varying tax rates on differ- 
ent sources of income in each country. The pa- 
per then characterizes optimal tax rates for a 
small country in this setting, focusing on the 
peculiar incentives created when the before- 
tax rate of return differs among securities due 
to differences in their typical tax treatment. 
Amer. Econ. Rev., Dec. 1986, 76(5), pp. 1086- 
102. University of Michigan. 

Koford, Kenneth — Innovation and Adaptation 
under Incentive Anti-inflation Plans 
This paper examines the effects of incentive 
anti-inflation plans upon a firm’s incentives to 
innovate and to adapt to shocks. Such plans 
create a uniform tax upon price Increases and 
subsidy (or price decreases. The incentive 
plans’ effects upon innovation depend upon the 
rule. One rule increases firms’ incentives to 
develop cost-reducing innovations, but gener- 


ally reduces firms’ incentives to develop de- 
mand-increasing innovations and speed of ad- 
justment to demand and input price shocks. 
Another rule reduces the profits from highly 
successful innovations, but increases the profits 
from less successful innovations, with uncertain 
overall effect on the incentive to innovate. Pub- 
lic Finance, 1986, 41(2), pp. 218-31. University 
of Delaware. 

Kofuji, Yasuo — Wealth Effects and Fiscal Pol- 
icy in the Context of a Flexible Price Level 
In reexamining an earlier model by Fiorella 
Padoa Schippa, it is found that under a flexible 
price level and with wealth effects, (1) bond 
financing of public expenditure leads to instabil- 
ity, whereas money finance is always stable; 
(2) crowding-out of private by public expendi- 
ture is logically compatible with stability under 
bond but not under money finance; (3) if the 
system is stable, bond financing may create a 
larger or smaller real income compared with 
money finance, however, the wealth effects 
stemming from price level changes play an im- 
portant role in die determination of these ef- 
fects. Public Finance, 1986, 41(2), pp. 232-43. 
Senshu University, Japan. 

Latham, Roger W. and Naiibitt, Barry — Bal- 
anced Budget Tax Incidence 
This paper extends the analysis of the Harber- 
ger two-sector tax incidence model to examine 
different assumptions about government and in- 
dividual demand behavior. In particular, differ- 
ences in preferences among individuals and the 
concepts of the distributions of personal income 
and the ownership of capital are introduced into 
the model. Incidence propositions are derived 
assuming firstly, following Harberger, that the 
government spends tax revenues as a typical 
individual would spend income and secondly 
that tax revenue is used to finance lump-sum 
transfers to individuals. The propositions are 
shown to accord with those existing in the litera- 
ture. Public Finance, 1986, 41(2), pp. 244-59. 
York University; University of Liverpool. 

Lee, Kye Sik — Pareto Optimal Redistribution: 
A Public Good Approach 
A general equilibrium model with the Lin- 
dahl mechanism and the minimum guaranteed 
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income scheme which highlights the public- 
good nature of income distribution is presented 
via introduction of the CES utility function, 
the Atkinson index of equality, and condensed 
U.S. income data. The Pareto optimal tax struc- 
ture is shown to be more progressive all in all, 
die stronger the degree of inequality aversion 
and the weaker the degree of substitutability 
between public and private goods. Most mark- 
edly, the optimal tax structure is identified as 
lump-sum/regressive with increasing progres- 
sivity/proportkmality/degressitivity, depending 
on alternative degrees of substitutability. Pub- 
lic Finance, 1986, 41(2), pp. 200-17. Korea De- 
velopment Institute, Seoul. 

Manldw, N. Gregory — Government Purchases 
and Real Interest Rates 
Hiis paper examines the dynamic impact of 
government purchases in a simple general equi- 
librium model with both durable and nondur- 
able consumer goods as well as productive capi- 
tal. The model generates perhaps surprising 
results. In particular, increases in government 
purchases are shown to cause reductions in real 
interest rates. The model thus provides a possi- 
ble explanation for the observed behavior of 
real interest rates around wars. /. Polit. Econ., 
Apr. 1987, 95(2), pp. 407-19. Harvard Univer- 
sity. 

McCain, Roger A. — Costs of Transaction and 
a TTieory of Public Policy 
The paper begins by reconciling two views 
of public policy in the light of transaction costs, 
which draw opposite conclusions. The contrary 
views are those of the Coasian school and of 
Burnham Beckwith. On the basis of the synthe- 
sis which results, the paper proposes a maxim 
for efficient government policy, and shows how 
such classical cases as public goods, Keynesian 
economic stabilization, and redistribution of in- 
come come within the scope of the maxim. Rev. 
Soc. Econ., Dec. 1986, 44(3), pp. 238-50. Ford- 
ham University and Brooklyn College. 

Okuno, Nobuhiro — Public Investment and 
Unegalitarian Equilibrium 
Effect* of public investment on income- 
wealth distribution is analyzed using a neoclas- 
sical growth model with income-wealth in- 
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equalities. The author considers income groups 
which differ in their wealth holdings but have 
die same strictly convex savings function. A 
neoclassical growth model with these features 
has a locally stable unegalitarian equilibrium. 
The author makes some comparative analyses 
of unegalitarian steady paths with respect to 
public investment. It is shown that public in- 
vestment is likely to expand income-wealth in- 
equality even though it raises per capital na- 
tional income. Public Finance, 1986, 4/(2), pp. 
260-66. Nagoya University, Japan. 

van der Ploeg, F. — The Effects of a Tax and 
Incomes Policy on Government Finance, 
Employment and Capital Formation 
A tax and incomes policy is proposed to allevi- 
ate the problem of unemployment. Income 
taxes and wages are simultaneously reduced to 
leave the post-tax real wage unaffected. This 
will stimulate employment, but may lead to a 
never-ending expansion of government debt 
unless there is a shift from bond-finance to 
money-finance. The main disadvantage of this 
scheme is that money-finance is more inflation- 
ary, but this may not matter as the net real 
wage is unchanged. However, when allowance 
is made for the role of capital formation, the 
inflationary consequences of money-finance will 
stimulate investment and contribute to a fur- 
ther expansion of activity and employment. The 
effects of two other reflat ionary packages are 
also investigated. De Economist, 1966. 134(3), 
pp. 269-88. London School of Economics and 
Tilburg University. 

Rankin, Neal — Debt Policy under Fixed and 
Flexible Prices 

The effects of an increase in die stock of gov- 
ernment bonds are considered in an economy 
with overlapping generations and perfect fore- 
sight, and in the absence of intergeneratioaal 
bequests. The cases where prices adjust instan- 
taneously to clear markets and where prices 
are exogenously fixed, are contrasted (I) in a 
mode) with capital accumulation but an exoge- 
nous labor supply and (2) in a model with exoge- 
nous capital but endogenous labor supply. 
James Tobin's intuitive argument that, in the 
absence of bequests, higher debt reduces long- 
run welfare if prices are flexible, but incr e ases 
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it if fixed, so producing Keynesian unemploy- 
ment, is correct for (1) but incorrect for (2) at 
high levels of employment. Oxford Econ. Pop. , 
Nov. 1886, 38(3), pp. 481-500. Queen Mary 
College and University of London. 

Rankin, Neal — Disequilibrium and the Wel- 
fare- Maximising Levels of Government 
Spending, Taxation and Debt 
A "disequilibrium” framework, which ex- 
tends that of R. J. Barra and H. I. Grossman 
(1971) and E. Malinvaud (1977) to include over- 
lapping generations and dynamics due to per- 
fect foresight and the accumulation of bonds 
and capital, is used .to determine when a wel- 
fare-maximizing fiscal policy requires a higher 
level of government spending than in Walrasian 
equilibrium. When deficits are permitted, opti- 
mum spending either equals the Walrasian op- 
timum, or differs in a way depending arbitrarily 
on preferences. When a balanced budget is im- 
posed, two situations which may justify spend- 
ing clearly above the Walrasian optimum are: 
(1) when capital accumulation is included; (2) 
when spending provides utility to consumers. 
Econ.]., Mar. 1987, 97(385), pp. 65-85. Queen 
Mary College, University of London. 

Rapanos, Vassilis — Variable Returns to Scale 
and Tax Incidence: An Extension of Harber- 
ger’s Model 

This paper investigates the incidence of the 
corporation income tax under variable returns 
to scale. The approach followed is the one sug- 
gested by A. Harberger (1962). If the elasticity 
of substitution between commodities in con- 
sumption is different from one, then the influ- 
ence of variable returns to scale on tax incidence 
is very important. Although, as in Harberger, 
tax incidence depends crucially on factor inten- 
sities, the quantitative aspects are quite differ- 
ent and this is due to the presence of variable 
returns to scale. There are also certain condi- 
tions under which die presence of variable re- 
turns to scale does not affect Harberger’* re- 
sults. J. Econ. (Z. NationalOkon.), 1966, 46(4), 
pp. 397-406. Permanent Greek Delegation to 
OECD, Paris. 

Revesz, John T. — On some Advantages of 
Progressive Indirect Taxation 


Hie main purpose of this paper is to disprove 
a proposition currently prevailing in the litera- 
ture, that given weakly separable utility be- 
tween commodities and leisure, there is no 
need to Impose taxes on commodities, provided 
the income tax function is optimal. Following 
presentation of a counterexample, the author 
examines some benefits involved in including 
indirect taxation in relation to work incentives 
and the higher degree of progression attainable 
with an optimal mixed regime. Public Finance, 
1986, 41(2), pp. 182-99. Department of Indus- 
try, Technology, and Commerce, Canberra, 
Australia. 

Roberts, Russell D. — Financing Public Goods 
Public goods can be financed by direct taxa- 
tion or a subsidy to private spending. This paper 
examines the relative efficiency and distribu- 
tional consequences of the two methods. Effi- 
ciency is shown to depend on the price elasticity 
of private spending and the trade-off between 
public and private spending. When this trade- 
off is dollar for dollar, however, a subsidy is 
always more efficient than direct taxation. Hie 
gains from a subsidy are larger for a mixed good 
than for a pure public good. Looking at distribu- 
tional effects, the author shows when richer tax- 
payers may prefer a tax credit to deductibility, 
even though they face lower prices with deduc- 
tibility, and also shows when richer taxpayers 
prefer direct taxation to either type of subsidy. 

J. Polit. Econ., Apr. 1987, 95(2), pp. 420-37. 
University of Rochester and Hoover Institution. 

Ross, Stephen A. — Arbitrage and Martingales 
with Taxation 

This paper extends the martingale analysis 
of no arbitrage pricing to worlds with taxation. 
Hie absence of arbitrage is shown to imply the 
existence of different shadow prices for income 
streams that are subject to differing tax treat- 
ments. For example, no arbitrage implies the 
existence of different martingale measures for 
capital gains and for ordinary income when they 
are differentially taxed, and for items such as 
depreciation expenses that influence only after- 
tax cash flows. Hie analysis is applied to several 
topics in finance including the debt/equity deci- 
sion, tax options, and the taxation of dividends 
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and pension * . J. Polit. Econ. , Apr. 1967, 95(2), 
pp, 371-83. Yale University. 

Svens son, Lars-Gunnar — National Income and 

Marginal Taxes 

A simple model of linear taxation is used to 
single out different types of tax equilibria. Suffi- 
cient conditions for national income to be a de- 
creasing function of the marginal tax rate are 
given for each case. Equilibria are classified 
according to whether (1) aggregate labor supply 
is forward bending, (2) aggregate labor supply 
is backward bending, (3) the equilibrium is a 
welfare maximum, and (4) the equilibrium is a 
"political equilibrium.” Scand. J. Econ., 1986, 
88(4), pp. 565-81. University of Lund. 

Wibaut, Serge R. — A Model of Tax Reform for 

Belgium 

This paper proposes a solution to the prob- 
lems of second-best and tax reform for econom- 
ics characterized by so-called Keynesian unem- 
ployment, i.e., excess supply of both labor and 
goods. Results of an econometric model suggest 
that welfare improving tax directions may have 
been found in Belgium in 1982. J. Public Econ. , 
Feb. 1987, 32(1), pp. 53-77. CORE. Catholic 
University of Louvain, Belgium. 

322 National Government Expenditures and 
Budgeting 

Eisner, Robert — The Real Federal Deficit: 

What It Is, How It Matters, and What It 

Should Be 

Budget deficits do matter, but to know how, 
we must measure them right. Real high-em- 
ployment budget deficits, adjusted for inflation 
effects on outstanding debt, are positively asso- 
ciated with subsequent increases in real GNP 
and reductions in unemployment. Apparent 
deficits in the 1970s were really surpluses. Tight 
fiscal as well as tight monetary policy thus con- 
tributed to the deep recession of 1981-1962. 
The huge swing to real deficit in 1982 was a 
major factor in the recovery. Balanced official 
budgets, as demanded by Gramm-Rudman, 
would entail real surpluses likely to stifle eco- 
nomic growth and increase unemployment. 
Quart. Rev. Econ. But., Winter 1966, 26(4), 
pp. 6-21. Northwestern University. 
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323 National Taxation, R enan— , and SnhUdin 
Fullerton, Don— The Indexation of Interest, 
Depreciation, and Capital Cains and Tax Re- 
form in the United States 
The Treasury’s 1964 plan is a more compre- 
hensive income tax, including the indexation 
of interest, depreciation, and capita] gains. The 
1985 President’s proposal retains some of this 
indexation. The author measures the incentives 
under each regime to make marginal invest- 
ments in the corporate, noncorporate and hous- 
ing sectors. Inflation causes current effective 
tax rates to rise for some assets and fall for oth- 
ers. Overall rates fall with inflation, and the 
corporate tax is completely offset by credits, 
allowances, and deductions. Under the propos- 
als, the corporate tax reemerges, effective tax 
rates are much more uniform, and the interfer- 
ence of inflation is virtually eliminated. J. Public 
Econ., Feb. 1987, 32(1), pp. 25-51. University 
of Virginia. 

Meagher, G. A. — An Empirical Analysis of the 
Effects of a Change in the Mix of Direct and 
Indirect Taxation 

This paper analyzes macroeconomic and 
structural effects of a change in the tax mix. 
Consumption taxes are increased and PAYE in- 
come taxes reduced so as to maintain the real 
value of total disposable income. The analysis 
is conducted using an extended version of the 
ORAN I multisectoral model of the Australian 
economy. The results indicate that, in the ab- 
sence of a fall in post-tax real wages, the change 
in the tax mix will increase inflation, reduce 
employment, and push the balance of trade to- 
wards deficit. The changes will be greater the 
more the direct tax cuts are appropriated as 
increases in post-tax wages. Australian Econ. 
Pap. , june 1986. 25(46), pp. 47-56. University 
of Melbourne. 

Paqu4, Karl-Heinz — The Efficiency of Tax In- 
centives to Private Charitable Giving — Some 
Econometric Evidence for the Federal Re- 
public of Germany 

This paper presents some econometric esti- 
mates of income and price elasticities of charita- 
ble contributions for the Federal Republic of 
Germany. In die major specifications, both 
elasticities turn out to be well above one in 
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absolute terms. Tax policy simultations on basis 
of these estimates indicate that a more generous 
tax treatment than the current income tax de- 
duction of charitable giving may be warranted 
on economic efficiency grounds. In addition, 
some estimates of the crowding-out effect of 
public spending on private charitable contribu- 
tions are presented and discussed. WeltuArtsch. 
Arch., 1986, 122(4), pp. 690-712. Institut fiir 
Weltwirtschaft, Kiel. 

Pauwels, Wi] fried — Correct and Incorrect 
Measures of the Deadweight Loss of Taxation 
Deadweight loss of taxation can be measured 
in two ways: either as the gain that could have 
been realized if all taxes had been lump sum 
or as the loss that would remain if all tax receipts 
would be returned, in a lump sum way, to the 
consumer. These two approaches yield different 
loss measures. Morevoer, within each of the 
two approaches, two loss measures can be de- 
fined, one based on the equivalent variation 
and the other based on the compensating varia- 
tion. It will be shown that all of the measures 
based on the compensating variation are unreli- 
able. Public Finance, 1986, 41(2), pp. 267-76. 
University of Antwerp. 

Ray, Ranjan — Redistribution through Com- 
modity Taxes: The Nonlinear Engel Curve 
Case 

This paper attempts to measure the redis- 
tributive effects of commodity taxation within 
a nonlinear Engel curve framework. A recent 
nonlinear demand system (RNLPS) is estimated 
on Indian budget data and the parameter esti- 
mates are used in conjunction with actual tax 
rates to quantify possible redistribution. Hie 
results point to the very limited redistribution 
that can be achieved by relying on commodity 
taxation alone. Public Finance, 1986, 41(2), pp. 
277-84. Delhi School of Economics. 

324 State and Local Government Finance 
Behrman, Jere R. and Craig, Steven G. — The 
Distribution of Public Services: An Explora- 
tion of Local Governmental Preferences 
A local governmental welfare function is spec- 
ified to explore two of its central characteristics: 
the equity-productivity trade-off and differen- 
tial weights across neighborhoods. The con- 


strained maximization model is estimated using 
service outcomes (safety) in the welfare func- 
tion, as opposed to publicly provided inputs 
(police), over neighborhoods. The equity- 
productivity trade-off is found to be consider- 
able, and not all neighborhoods are weighted 
equally. The results show that inequality aver- 
sion and unequal concern by local government 
over service outcomes must be addressed ex- 
plicitly to understand the observed distribution 
of publicly provided inputs, with important im- 
plications for standard analysis of local govern- 
mental behavior. Amer. Econ. Rev. , Mar. 1987, 
77(1), pp. 37-49. University of Pennsylvania; 
University of Houston. 

Deno, Kevin T. and Mehay, Stephen L. — Mu- 
nicipal Management Structure and Fiscal 
Performance: Do City Managers Make a Dif- 
ference? 

Previous research argued that the city man- 
ager is more efficient than the mayor-council 
form of municipal government. However, this 
paper presents evidence that municipal man- 
agement structure has no significant impact on 
municipal expenditures. If political competition 
is vigorous, elected council memliers will adopt 
budgets consonant with the median voter’s 
preferences. This result should hold regardless 
of the form of city management structure. The 
authors tested a simple median voter model 
of local public spending with alternate samples 
of U. S. cities and were unable to detect a signif- 
icant difference in expenditures between the 
two management structures. Southern Econ. 
J., Jan. 1987, 53(3), pp. 627—42. University of 
Connecticut; U.S. Naval Postgraduate School, 
Monterey, California. 

Merriman, David — The Distributional Effects 
of New Jersey’s Tax and Expenditure Limita- 
tion 

A uniform state limit on per capita local gov- 
ernment spending will affect high tax capacity 
communities more than those with low tax ca- 
pacity (all else equal). However, if other deter- 
minants of spending vary and/or allowed spend- 
ing depends upon characteristics of the 
community other than tax capacity, a constraint 
may affect poor communities more than wealthy 
ones. Empirical analysis of New Jersey data 
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demonstrates that tax capacity is one of the most 
important determinants of spending. New Jer- 
sey's constraint on spending growth is shown 
to have affected high tax capacity and low den- 
sity communities most. Land Econ., Nov. 1986, 
62(4), pp. 353-61. University of Texas, Dallas. 

325 Intergovernmental Financial Rel a tions hi ps 

Dafflon, Bernard and Solan, Paolo — Les part 
des canton aux recettes federates: Evolution 
et incidences en 1983 (The System of Reve- 
nue-Sharing between the Federal Govern- 
ment and the Cantons of Switzerland: Evolu- 
tion and Incidence in 1983) 

This paper presents the system of revenue 
sharing between the federal government and 
the cantons in Switzerland, and proposes an 
estimation of incidences. The study of revenue- 
sharing formulas for the federal direct tax and 
the withholding tax indicates which sorts of 
equalization policies are pursued. Estimations 
of incidence per capita and administrative inef- 
ficiency are given. Regression analysis is used 
to estimate two coefficients of correlation be- 
tween revenue-sharing per capita in the can- 
tons, on one side, and index numbers of can- 
tonal financial capacities and GNP per canton, 
on the other side. The results indicate the effi- 
ciency of equalization policies. Schweiz. Z. 
Votkswirtsch. Statist., Mar. 1987, 123(1), pp. 
71-86 (French). Universitat Freiburg. Switzer- 
land. 

Steinberg, Richard S. — Voluntary Donations 
and Public Expenditures in a Federalist Sys- 
tem 

Proponents of the new federalism argue that 
nonprofit organizations and local governments 
will fully offset federal social service expendi- 
ture cutbacks. The author analyzes this proposi- 
tion as a competitive game in which donations 
are motivated by private and public good con- 
siderations. The author characterizes the re- 
sponse of political-economic equilibrium to ex- 
ogenous changes in federal expenditures when 
local voters are cognizant of donor reactions. 
Partial replacement is the most likely outcome, 
though others are possible. Amer. Econ. Rev., 
Mar. 1987, 77(1), pp. 24-36. Virginia Polytech- 
nic Institute and State University. 
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410 Intesnatiomal Team Theory 
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Beladi, Hamid and Naqvi, N adeem — An Anal- 
ysis of Wage Differentials for a Small Open 
Economy 

In this paper the authors use the specific fac- 
tor model, cast it in an intertemporal decision 
making framework, introduce international cap- 
ital mobility, and obtain a trade model in which 
the endogeneous saving and investment are in- 
corporated. Since there is no insistence on the 
equality between saving and investment in each 
time period, a trade imbalance immediately 
arises. The authors obtain some new results 
regarding the implications of interindustry 
wage differential for die pattern and level of 
investment and for the balance of trade, besides 
demonstrating that some of the earlier results 
cease to be valid in the model. Southern Econ. 

Jan. 1987, 53(3), pp. 605-14. Central Michi- 
gan University. 

Bhagwati, jagdish N.; Brecher, Richard A. 
and Hatta, Tatsuo — The Global Correspon- 
dence Principle: A Generalization 
This paper generalizes the Globa] Correspon- 
dence Principle by extending, in two major 
ways, Samuelson's (1971) analysis of the ex- 
change-rate response to an international pur- 
chasing-power transfer. First, the authors ana- 
lyze the price effect of a shift in any parameter, 
not necessarily a transfer. Second, the authors 
explore the resulting adjustments in any non- 
price variable such as welfare. As the analysis 
shows, the direction of these adjustments de- 
pends neither oil whether they are small or 
large nor on whether equilibrium is locally sta- 
ble or unstable. Thus, the authors generalize 
the conventional algebra of comparative statics, 
which typically assumes small shifts from a sta- 
ble equilibrium. Amer. Econ. Rev. , Mar. 1987, 
77(1), pp. 124-32. Columbia University; Carle- 
ton University; Osaka University, Osaka, Japan. 

Burgs taller, Aodr4 — Unifying Ricardo's H»e- 
ory of Growth and Comparative Advantage 
The paper formally integrates Ricardo s two- 
sector growth model with his theory of com par- 
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ative advantage. Differences with conventional 
representations of Ricardian trade theory, as 
well as with Heckscher-Ohlin-Samuelson the- 
ory, are noted. It is shown that the Ricardian 
equilibrium terms of trade are fully determi- 
nate, as against the standard Millian view. Also, 
trade may, depending on direction of specializa- 
tion, inhibit rather than promote growth and 
lead to a net contraction of the world economy. 
Economica, Nov. 1986, 53(212), pp. 467-81. 
Columbia University. 

Gassing, J. H.; Hillman, A. L. and Long, 
N. V. — Risk Aversion, Terms of Trade, Un- 
certainty and Social-Consensus Trade Pol- 
icy 

In die Ricardo-Viner model under certainty, 
some specific factors are harmed by any trade 
tax, and mobile factors favor taxes on some — 
but not all — goods. This paper demonstrates 
in the context of the Ricaido-Viner trade model 
with terms-of-trade uncertainty, that in the 
presence of incomplete insurance markets a 
terms-of-trade contingent trade tax commit- 
ment can improve welfare (without any explicit 
income redistribution) for every factor owner. 
Furthermore, this result holds in both the short 
run, with factor specificity, and the long run 
before any investment decision in specificity 
or mobility has been implemented. Oxford 
Econ. Pap., July 1986, 38(2), pp. 234-42. Uni- 
versity of Pittsburgh; Bar- 1 lan University and 
University of California, Los Angeles; Austra- 
lian National University. 

Dixit, Avinasb — On Pareto-Improving Redis- 
tributions of Aggregate Economic Gains 
This paper considers the existence and char- 
acterization of directions of tariff, commodity 
tax, and transfer payment reforms to ensure a 
Pareto improvement following a change in the 
economy’s endowments, technology, prefer- 
ences, or trading possibilities. Motzkin’s Theo- 
rem on the existence of solutions to dual sets 
of linear inequalities is extended to the case 
of non-bomogeneous systems and is applied to 
the comparative statics of the general equilib- 
rium of a large trading economy. By allowing 
free disposal of commodities to the govern- 
ment, the problem of temporary inefficiency 
is eliminated. J. Econ. Theory, Feb. 1987, 
41(1), pp. 133-53. Princeton University. 


Donnanfeid, Shabtai and Mayer, Wolfgang — 
The Quality of Export Products and Optimal 
Trade Policy 

This paper demonstrates that voluntary ex- 
port restraints may be socially desirable to up- 
grade the quality of export products. When in- 
formational externalities in the recognition of 
quality result in suboptimal production of qual- 
ity by competitive firms and the enforcement 
of socially desirable quality is very costly, opti- 
mal trade policy calls for export restrictions. 
These restrictions apply to both size and num- 
ber of firms in the export industry. Export li- 
censes combined with a specific production tax 
cum subsidy represent a suitable pair of instru- 
ments. Int. Econ. Rev., Feb. 1987, 28(1), pp. 
159-74. New York University; University erf 
Cincinnati. 

Galor, O. and Polemarchalds, H. M. — Inter- 
temporal Equilibrium and the Transfer Para- 
dox 

The transfer paradox may occur in a world 
with only two countries at a dynamically stable 
intertemporal competitive equilibrium. In a 
framework of overlapping generations with pro- 
duction and investment, a transfer of income 
may immiserize the recipient while enriching 
the donor. Away from the golden rule, a trans- 
fer may result in a Pareto improvement. Rev. 
Econ. Stud., Jan. 1987, 54(1), pp. 147-56. 
Brown University; Columbia University and 
Catholic University of Louvain. 

Hartigan, James C. and Tower, Edward — The 
Leontief Question: A Cobb- Douglas Ap- 
proach to Simulating the U.S. Income Distri- 
bution in Autarky 

The question that Leontief (1956) posed in 
his classic article on U.S. comparative advan- 
tage is how income distribution under autarky 
compares with that under trade. In general, it 
is necessary to simulate a general equilibrium 
model with prohibitive tariffs to obtain the au- 
tarkic income distribution. However, the au- 
thors demonstrate that in an economy with 
consumer preferences and sectoral production 
functions, i la Cobb- Douglas, autarky is simu- 
lated by a simple matrix multiplication. Au- 
tarkic factor shares are then Independent of 
factors supplies. The Leontief Paradox is reaf- 
firmed for homogeneous capital and labor, but 
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disaggregation critically affect* the multi. 
Wekwtrfch. Arch., 1986, 122(4), pp. 677-89. 
State University of New York, Bu&lo; Duke 
University. 

Markusen, James R. — Explaining the Volume 
of Trade: An Eclectic Approach 
Divide the world into a capital-abundant 
North and a labor-abundant South. Subdivide 
die North into two identical regions, East and 
West. Modern trade theory predicts intraindus- 
try trade in differentiated manufactured goods 
between East and West, and traditional interin- 
dustry trade based on factor endowments be- 
tween North and South. But the theory offers 
no conclusions about the volume of trade, and 
gives no real role to demand in determining 
trade flows. The model developed here explains 
both the volume and the direction of trade by 
combining nonhomothetic preferences with 
scale economies and differences in endow- 
ments. A mer. Econ. Rev., Dec. 1986, 76(5), 
pp. 1002-11. University of Western Ontario. 

420 Trade Relations; Commercial. Policy ; 

International Economic Integration 

421 Trade Relations 

Balassa, Bela — The Determinants of Intra-in- 
dustry Specialisation in U.S. Trade 
This paper sets out to explain the determi- 
nants of intraindustry specialization in the 
United States by reference to industry as well 
as country characteristics. It is shown that the 
extent of intraindustry trade is positively cor- 
related with product differentiation, marketing 
costs, the variability of profit rates, and offshore 
procurement; and it is negatively correlated 
with economies of scale, industrial concentra- 
tion, foreign direct investment, and transporta- 
tion costs. It is further shown that intraindustry 
specialization in U.S. trade with individual 
countries is positively correlated with the ex- 
tent of trade orientation in these countries; and 
it is negatively correlated with inequalities in 
per capita incomes and total GNP, and with 
distance between the United States and the 
individual countries. Oxford Econ. Pap., July 
1986, 38(2), pp. 220-33. Hie World Bank and 
Johns Hopkins University. 

van Brabant, Josef M. — Socialist and World 
Market Prices: An Ingrowth? 


lUf 

This paper presents tests of the relationship 
between East-West trade prices and intra- 
Council for Mutual Economic Assistance 
(CMEA) prices for transferable ruble transac- 
tions for two sets of Hungarian data. A special 
test on the significance of the introduction of 
the Moscow modification of 1975 is executed 
where feasible. This is relevant for more than 
half of the commodities studied. Well-behaved 
relationships between world and CMEA prices 
are obtained for the majority of commodities, 
but frequently the elasticities diverge signifi- 
cantly from unity. This suggests that changes 
in average East-West trade prices are transmit- 
ted into the CMEA price formula only partly. 
For those products for which the relationship 
is statistically weak, other determinants of 
CMEA prices should be explored. J. Compor. 
Econ., Mar. 1987, 11(1), pp. 21-39. United Na- 
tions. 

Culem, Claudv C. — Foreign Trade Behavior 
in a Small Open Economy (Belgium 1970- 
1980) 

Unlike imports, an infinite price elasticity of 
supply is not a realistic assumption for exports, 
especially in the short run and for a small coun- 
try. This is why a simultaneous approach is de- 
veloped to appraise the export behavior of the 
Belgian manufacturing industry during the 
1970s. Both a supply and demand curve are 
specified and estimated simultaneously in view 
of the two-way relationship between price and 
quantity. The estimates are used to assess the 
stability of foreign trade, the pricing policy of 
exporters, and the evolution of their interna- 
tional market shares. Scand. J. Econ., 1967, 
89(1), pp. 55-70. University of Brussels. 

422 Commercial Policy 

Bredahl, Maury E.; Schmitz, Andrew and Hill- 
man, Jimmye S. — Bent Seeking in Interna- 
tional Trade: The Great Tomato War 
This paper presents a model of international 
rent-seeking activities by producers in both ex- 
porting and imparting nations. The model is 
applied to the winter vegetable trade between 
die United States and Mexico. An analysis is 
made of the attempts to form exportAmport co- 
alitions. Reasons for these failures are given. 
Due to past failures to impede trade, essentially 
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free trade in winter vegetables between the 
two countries exists. Amer. J. Agr. Exon., Feb. 
1987, 00(1), pp. 1—10. University of Missouri; 
University of California, Berkeley; University 
of Arizona. 

Hartigan, James C.; Perry, Philip R. and 
Kamma, Sreenivas — The Value of Adminis- 
tered Protection; A Capital Market Approach 
The focus of this paper is on the escape clause 
petitions filed under the Trade Act of 1974 (Sec- 
tion 201). First, the capital market event study 
method is used to analyze the effects of protec- 
tion decisions. Then, cross-section regressions 
are performed to examine the influence of key 
variables on the observed market reaction. The 
authors conclude that while protection is bene- 
ficial to beleaguered industries, the extent of 
such benefits is quite narrowly circumscribed 
and is conditional on internal variables for each 
firm. Protection is thus not the panacea that 
its advocates claim. Rev. Econ. Statist., Nov. 
1986, 68(4), pp. 619-17. State University of 
New York, Buffalo; State University of New 
York, Buffalo; Indiana University. 

Ramstad, Yngve — Free Trade versus Fair 
Trade: Import Barriers as a Problem of Rea- 
sonable Value 

John R. Commons's theory of Reasonable 
Value is employed to develop a theoretical ra- 
tionale for adding “the employment of labor 
at less than reasonable standards” to the unfair 
trade practices specified in the Trade Act of 
1974. It is shown that “protectionism” of this 
type serves the public interest by extending 
to international trade a governing principle of 
intranational trade — fair trade through reason- 
able protection from “destructive competition. ” 

In developing the argument, Common’s theory 
is summarized and contrasted with the free 
trade position. A regulatory structure through 
which a fair determination of “reasonable stan- 
dards” can be obtained is also identified. /. 
Econ. Issues, Mar. 1967, 21(1), pp. 5-32. Uni- 
versity of Rhode Island. 

438 Intuumiional Finance 
431 Open Economy M acrooconom if j ffirhwngr 
Roles 

Backus, David — The Canadian- U.S. Exchange 
Rate: Evidence from a Vector Autoregression 


A vector autoregression is used to elicit 
empirical facts concerning exchange rate mo 
meats. The author finds (1) the exchange i» 
relative price levels, and trade balances i 
closely related; (2) most other lagged variab 
have no perceptible influence in the exchan 
rate equation; (3) exchange rate innovations r. 
negatively correlated with innovations in outp 
and prices, positively with innovations in t. 
balance of trade, and almost not at all with inm 
vations in money; and (4) impulses in mone’ 
trade balances, and government spending ai 
followed by opposing future movements in th 
exchange rate and the price level. Taken as 
whole, the evidence suggests that exchange rat 
changes may be associated with real, rathe 
than monetary, shocks. Rev. Econ. Statist 
Nov. 1986, 68(4), pp. 623-37. Queen’s Unive 
sity. 

Bhandari, Jagdeep S. and Rahmatiar 
Morteza — Country Size and Insulation’ fror 
External Disturbances 
This paper considers the relationship 1> 
tween economic size and vulnerability to exte. 
nal disturbances. In order to analyze this issu 
effectively a model comprising three diffiereni 
sized economies is constructed. The issue t 
economic size and insulation is approacbe< 
from this alternative perspective dependin 
upon the relative size of (1) the “recipient 
country and (2) the “transmitting” country. TTi 
results of the analysis indicate that, contrar 
to popular belief, a small country under floatin 
exchange rates is less severely affected by extei 
nal economic events than a large economy re 
gardless of the type of externa] disturbance am 
the degree of domestic wage indexation. L 
Economist, 1986, 134(4), pp. 438-66. West Vii 
ginia University. 

Buffie, Edward F. — Input Price Shocks in th' 
Small Open Economy 
This paper investigates the short run, macro 
economic effects of an OPEC-type price shoe 
in a two-sector, tradables-n on tradables mode 
with a very general treatment of production 
General conditions are derived under whicl 
the impact effects of die shock will be stag-infla 
tionary and the outcomes, in a variety of specia 
cases, are examined. Surprisingly, it is foum 
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that in many cases stag-defiatkmary Keynesian 
unemployment is to be expected. Oxford Earn. 
Pap., Nov. 1986, 38(3), pp. 551-65. University 
of Pennsylvania. 

Calvo, Gufflermo A. — Balance of Payments 
Crises in a Cash-in-Advance Economy 
The author shows that a flexible-prices, Si- 
drausld-type model with a cash-in-advantoe con- 
straint is capable of depicting some of the^ phe- 
nomena associated with a balance of payments 
crisis, like the ones recently observed in Argen- 
tina and Mexico (current-accounts deficits, and 
appreciation of the real exchange rate). It is 
also shown that these phenomena become ex- 
acerbated as the rate of devaluation (before the 
crisis occurs) becomes smaller. J. Money, 
Credit, Banking, Feb. 1987, 19(1), pp. 19-32. 
University of Pennsylvania. 

Dorabusch, Rudiger — Exchange Rates and 
Prices 

The adjustment of relative prices to exchange 
rate movements is explained in an industrial 
organization approach. Civen labor costs in the 
respective currencies, exchange rate move- 
ments change costs for firms selling in the home 
market and thus disturb the industry equilib- 
rium. The extent of absolute and relative price 
adjustment is shown to depend on market inte- 
gration, product substitutability, the relative 
number of domestic and foreign firms, and the 
market structure. The impact of exchange rates 
on prices is illustrated in a variety of approaches 
including the Cournot, A. Dixit and J. Stiglitz 
(1977) and S. Salop (1979) models. Some empir- 
ical evidence is offered in support of the theory. 
Amer. Econ. Rev., Mar. 1987, 77(1), pp. 93- 
106. Massachusetts Institute of Technology. 

Fender, John — Monetary and Exchange Rate 
Policies in an Open Macroeconomic Model 
with Unemployment and Rational Expecta- 
tions 

A two- period, two-good open economy mac- 
roeconomic model is contructed. There is ex- 
cess supply of labor in each period, and agents 
have rational expectations about future eco- 
nomic variables. Money is also introduced ex- 
plicitly into the analysis; agents determine their 


money holdings, consumption, and savings 
through a process of intertemporal optimiza- 
tion. A number of different exchange-rate re- 
gimes are possible, and in each of these the 
effects of monetary and exchange-rate policies 
are analyzed. Oxford Econ. Pap,, Nov. 1986, 
38(3), pp. 501-15. Pennsylvania State Univer- 
sity. 

Frmnkel, Jeffrey A. and Fraot, Kenneth A. — 
Using Survey Data to Test Standard Proposi- 
tions Regarding Exchange Rate Expectations 
Survey data provide a new measure of ex- 
change-rate expectations superior to the for- 
ward rate in that no risk premium interferes. 
The authors test standard propositions using 
three sources of survey data. The authors esti- 
mate extrapolative, adaptive, and regressive 
models of expectations. Static or “random walk” 
expectations and bandwagon expectations are 
rejected: variables other than the contempora- 
neous spot rate receive positive weight. A 10 
percent appreciation of the dollar generates an 
expectation of future depreciation over the 
coming year estimated at 2 percent. In compar- 
ing expectations to the true process governing 
the spot rate, the authors find statistically signif- 
icant bias. Amer. Econ. Rev. , Mar. 1987, 77(1), 
pp. 133-53. University of California, Berkeley; 
Massachusetts Institute of Technology. 

Gen berg, Hans; Salemi, Michael K. and Swo- 
boda, Alexander — The Relative Importance 
of Foreign and Domestic Disturbances for 
Aggregate Fluctuations in the Open Econ- 
omy: Switzerland. 1964-1981 
This paper studies whether the advent of 
floating exchange rates served to insulate Swit- 
zerland from economic shocks of foreign origin. 
It estimates a vector autoregression comprising 
four Swiss and three world aggregate time se- 
ries, and interprets the results in terms of the 
properties of the vector moving average repre- 
sentation implied by the estimates. The chief 
finding is that foreign shocks explain most of 
the systematic variation of the Swiss variables 
in both regimes. J. Monet, Econ., Jan. 1967, 
19(1), pp. 45-67. Graduate institute of Interna- 
tional Studies, Geneva; University of North 
Carolina; Graduate Institute of International 
Studies, Geneva. 
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. Ffhanan and Rosin, Assaf— Ex- 
change Rate Management Intertemporal 

Tradeoff! 

Exchange-rate management is possible only 
if lie government pursues consistent monetary 
and fiscal policies. The authors construct a 
model In which the real consequences of ex- 
change-rate management depend on the pre- 
cise time pattern of these policies. The authors 
study the const r aints on feasible policies and 
the comparative dynamics of disinflation by 
means of exchange-rate targeting. Theoretical 
results ore consistent with exchange- rate-man- 
aged disinflation attempts in Argentina, Chile, 
and Israel. Amer. Econ. Rev., Mar. 1987, 77(1), 
pp. 107-23. Tel-Aviv University, 


change rate also dffarod nero w mmfc ets. ft 
nally in examining the illative afcvti of new, 
fom the United States and Japan explicitly, 
U.S. money announcement surprises had the 
most consistent effects. J. Monet. Earn., Mar. 
1987 19(£)t PP* l/nivcnity of Minim- 

sota; University of Washington. 


Huang, Roger D. — Expectations of Exchange 
Rates and Differential Inflation Rates: Fur- 
ther Evidence on Purchasing Power Parity 
in Efficient Markets 

The paper tests the null hypothesis of ex ante 
purchasing power parity. The empirical evi- 
dence obtained is inconsistent with the null for 
major industrialized countries over the current 
floating exchange-rate regime. Expected nomi- 
nal exchange rate changes appear to deviate 
systematically from expected inflation-rate dif- 
ferentials over the same holding period even 
though real exchange-rate changes appear to 
be serially uncorrelated. This supports the pres- 
ence of time-varying risk premium in foreign 
exchange markets and real determinants of ex- 
change-rate movements as suggested by equi- 
librium theories of international asset markets. 
/. Finance, Mar. 1987, 42(1), pp. 69-79. Uni- 
versity of Florida. 

Ito, Takatoshi and Roley, V. Vance, — News 
from the U.S. and Japan: Which Moves the 
Yen/ Dollar Exchange Rate? 

Intradaily movements in the yen/ dollar ex- 
change rate are examined in four non overlap- 
ping segments within each business day from 
January 1980 to September 1985. The results 
indicate that the dollar tended to appreciate 
in the New York segment and depredate in 
the European segment. In three of the four 
subsamples considered, the Tokyo segment 
made virtually no contribution to annual yen/ 
dollar rate movements. The volatility of the ex- 


LaCivita, Charles J. -Currency, Trade, and 
Capital Flows In General Equilibrium 
This paper studies currency, trade, and capi- 
tal flows in a one-good general equilibrium ex- 
change model with utility-maximizing individu- 
als. The effects of both monetary and 
endowment shocks are examined. The effects 
of monetary shocks depend on whether the 
countries hold each other’s currency. If so, flexi- 
ble exchange rates do not insulate them from 
each other’s monetary policy. Under determin- 
istic monetary policies, the country with the 
lower monetary growth rate generates a surplus 
in its current account and balance of payments. 

If monetary policy is stochastic, capital flows 
are also generated. The effects of endowment 
shocks depend on whether equity markets ex- 
ist. If so, trade, but not capital flows, are gener- 
ated. If not, capital flows are also generated. 

/. Bus., 60(1), pp. 113-35. Naval Postgraduate 
School. Monterey, California. 

Lamdany, Ruben and Dorlhiac, Jorge — The 
Dollarization of a Small Economy 
Within a utility maximizing framework, the 
authors study the effects of replacing the na- 
tional currency with the dollar in a small, open 
economy. The impact effect is a drop in the 
levels of liquidity and wealth. The economy 
reaccumulates real balances by reducing con- 
sumption and showing a trade surplus. The wel- 
fare implications of the program depend on the 
social rate of time preference and the inflation 
rate differential. The authors show that the 
United States can improve both its own welfare 
and that of die small country by "bribing” it 
into switching currencies, and study how these 
results change with die introduction of capital 
mobility. Scand. J. Econ . , 1987, 89(1), pp. 91- 
102. Columbia University. 

Mantel, Rolf R. and Martirena Mantel, Ana 
M. — Acerca de las ventafas com parados de 
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sirtemas de “Crawling-Peg” active y pasivo 
en k economfa pequefta (On the Comparative 
Advantage of an Active and a Passive “Crawl- 
ing-Peg” Exchange Rate System for the Small 
Economy) 

The paper studies the temporal dynamic 
properties of different crawling-peg exchange 
rate systems with the purpose of analyzing 
whether these alternative exchange rate rules 
can be sustained over time. The paper contra- 
dicts previous results reached with the PPA 
rule. It is shown, among several other results, 
that once the real sector is adjusted, the finan- 
cial sector behaves exactly like the strict PPA 
rule, and consequently it shares its problems, 
multiple equilibria, lateral stability, and even- 
tual collapse. Econdmica, May-Dec. 1985, 
31(2-3), pp. 147-70 (Spanish). University of 
Buenos Aires. 

Niehans, JArg — Monetary Policy and Invest- 
ment Dynamics in Interdependent Econo- 
mies 

A dynamic two-country model is used to de- 
termine the adjustment paths of prices, interest 
rates, exchange rates, and capital flows after a 
change in monetary policy. The principal con- 
trolling factor is the reaction of investment to 
capital goods prices (Tobin’s q). Monetary ex- 
pansion in one country produces deflationary 
pressure abroad. There is an instant decline 
in the world interest rate followed by a gradual 
rise. Exchange rates may overshoot or under- 
shoot their steady-state level. The same applies 
to capital flows, but there is no correspondence 
between the paths of exchange rates and capital 
flows. J. Money, Credit. Banking, Feb. 1987, 
19(1), pp. 33-45. University of Bern. 

Pope, David H. — Australian Capital Inflow, 
Sectional Prices and the Terms of Trade: 
1870-1939 

The paper examines the role of "traded” and 
“domestic" goods prices in international capital 
transfers. Difficulties of measurement and con- 
ceptualization are discussed, and the causal re- 
lations between capital flows to Australia, Aus- 
tralia’s terms of trade and “domestic prices" 
are investigated over the yean 1870-1939 using 
Sargent’s (1976) dynamic regression test of 
Granger (1969) causality. The results suggest: 


that capital inflow proceeded without 
the terms of trade of the importer to change; 
that the ratio of ’’domestic” to “traded” goods 
prices rose, helping to effect the capital transfer; 
and that "domestic” prices positively fedbeck 
cm capita) inflow. Australian Earn. Pap.. June 
1986, 25(46), pp. 67-82. University of New 
South Wales. 

So, Jacky C. — The Suh-Caussian Distribution 

of Currency Futures: Stable Paretian or 

Nonstationary? 

This study conducts an empirical test to ex- 
amine whether the observed non-normal distri- 
bution of currency futures price changes is gen- 
erated by the relationship between maturity 
and variability. In general, the author finds that 
the relationship between maturity and vari- 
ability is not sufficient to explain the observed 
non-normality. Although some amount of non- 
statkmarity is present in the scale and in the 
characteristic exponent, the non -normal stable 
Paretian distribution adequately describes fu- 
tures price changes for most currencies and 
most contracts during the period covered in 
this study. Rev. Econ. Statist., Feb. 1987, 
69(1), pp. 100-07. Southern Illinois University, 
Edwards ville. 

Stockman, Alan C. and Svensson, Lars E, O. — 

Capital Flows. Investment, and Exchange 

Rates 

This paper incorporates international capital 
flows into a two-country , monetary-general- 
equilibrium model of asset prices with invest- 
ment and production. The authors calculate 
theoretical covariances between investment, 
the current account, the exchange rate, and 
the terms of trade. These covariances depend 
upon the coefficient of relative risk aversion, 
the magnitude and sign of a country’s net inter 
national indebtedness, other properties of 
tastes and technologies, and the stochastic pro- 
cesses on disturbances to productivity and mon- 
etary growth rates. International capital flows 
arise from changes in world wealth and its rela- 
tive composition in foreign and domestic assets. 
J . Monet. Econ., Mar. 1967, 19(2), pp. 171- 
201. University of Rochester; University of 
Stockholm. 



1692 


Journal of Economic Literature 


431 Interna tiona] Monetary Arrang e roe oti 
Jager, Henk and de Jong, Eeflce — The Per- 
spective of the SDRs Position in Monetary 
Reserves: On the Robustness of Optimal 
Portfolio Results 

To gain an empirical impression of the Special 
Drawing Right’s attractiveness as a reserve as- 
set, an amended mean variance analysis is ap- 
plied to official reserves. The main amendments 
bear upon the choice of the numeraire and the 
rejection of both the capital market line and 
the effective yield's positive marginal utility — 
frequently assumed in empirical analysis. Com- 
parison of the outcome with that recently ob- 
tained by A. Ben-Bassat (1984) shows a large 
sensitivity of optimal portfolio results for slight 
differences in assumption. A second, substantial 
kind of sensitivity of an asset’s position in a 
portfolio appears to ensue from the influence 
of other competing functions of reserves. De 
Economist, 1986, 134(4), pp. 417-37. Univer- 
sity of Amsterdam. 

Swanson, Peggy E. — A Preliminary Assess- 
ment of the Impact of Floating Exchange 
Rates on International and Vehicle Currency 
Uses of U.S. Dollars 

This paper attempts to determine if the inter- 
national and vehicle currency roles of the U.S. 
dollar were affected significantly when the 
United States adopted floating exchange rates 
in 1973. Thus, the role of dollar transactions 
in foreigners’ demand for U.S. dollars during 
a period of fixed exchange rates (19651—19731) 
is compared to demand during a period of float- 
ing exchange rates (1973II-1983IV). Evidence 
exists that international and vehicle dollar usage 
did decrease when exchange rate regimes 
changed, but the changes are not significant 
unless dollar balances held in the United States 
are included in foreigners’ holdings. Quart. J. 
Bus. Econ., Spring 1987, 26(2), pp. 3-21. Uni- 
versity of Texas at Arlington. 

433 Private International Lending 
Jain, Arvind K. and Gupta, Satyadev — Some 
Evidence on “Herding’’ Behavior by U.S. 

Banks 

The authors examine the international lend- 
ing decisions of U.S. commercial banks of differ- 
ent sizes from 1977 to 1982 for evidence of the 


existence of “herding" behavior. Granger-Sims 
causality tests for the loans granted by the top 
nine, the next fifteen, and the remaining U.S. 
banks provide no clear evidence of herding be- 
tween the top nine and the next fifteen banks. 
There is, however, evidence that the remaining 
banks (mostly small ones) herded behind the 
top twenty-four banks. Overall, the analysis 
presented here points to a very weak herding 
behavior. /. Money, Credit, Banking, Feb. 
1987, 19(1), pp. 78-89. McGill University; St. 
Thomas University. 

440 International Investment and Foreign Aid 

441 International Investment and Long-term 
Capital Movements 

Chen, Tain-Jy — Alternative Policies for For- 
eign Investment in the Presence of Tariff Dis- 
tortions 

This paper examines two alternative policies 
for a small, tariff-distorted country hosting for- 
eign investment. One policy is to allow foreign 
firms to operate behind the tariff wall; the other 
is to confine them in a free-trade area. Using 
a specific factor model, the author shows that 
confining foreign firms in a free-trade area is 
superior. Furthermore, under that setting, a 
subsidy to foreign firms on the use of capital 
is an optimal policy if they can be prevented 
from paying domestic workers with their own 
products. Australian Econ. Pap., Dec. 1985, 
24(45), pp. 394-403. University of Mississippi. 

442 International Business 

Batra, Raveendra N. — A General Equilibrium 
Model of Multinational Corporations in De- 
veloping Countries 

Using a two-sector model of international 
trade that incorporates the behavior of multina- 
tional corporations in developing economies, 
this paper shows that if the multinational corpo- 
rations (MNCs) transfer only technology, but 
no capital, then employment and national in- 
come decline in the developing country. Only 
if the technology transfer is accompanied with 
substantial transfer of capital, do the MNCs 
benefit a developing economy. Therefore, the 
MNCs should be encouraged to provide both 
technology and capital to a labor-surplus coun- 
try. Oxford Econ. Pap., July 1986, 38(2), pp. 
342-53. Southern Methodist University, 
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Dunning, John H. — The Investment Develop- 
ment Cycle Revisited 

This article seeks to explain the propensity 
of developing countries to engage in outward 
direct investment, Contrary to first world mul- 
tinational enterprises (MNEs), those from the 
third world are mainly concerned with exploit- 
ing individual and unique asset advantages. 
Since the latter are likely to reflect country spe- 
cific characters, it follows that the patterns of 
overseas investment by third world MNEs is 
more nearly explainable by a factor endowment 
model. Moreover, as yet only a few third world 
MNEs operate integrated strategies; this is usu- 
ally reserved to a later stage of the development 
cycle. Weltwirtsch. Arch., 1986, 122(4), pp. 
667-76. University of Reading. 

Horstmann, Ignatius J, and Markusen, James 
R. — Strategic Investments and the Develop- 
ment of Multinationals 
A model of multinational behavior is pre- 
sented in which either the existence or absence 
of multinationals can be a Nash equilibrium out- 
come. The key determinant is the relationship 
between plant scale economies (a force for 
geographic centralization) and multiplant econ- 
omies plus transport costs (leading to multina- 
tionality). The model predicts that multina- 
tional enterprise production arises when firm- 
specific and transportation costs are large rela- 
tive to plant scale economies. The latter are 
both a technological and a strategic variable in 
the entry decision. Int. Econ. Rev., Feb. 1987, 
28(1), pp. 109-21. University of Western On- 
tario. 

500 Administration; Business Finance; 

Marketing; Accounting 

$10 Admin istkation 

512 Managerial Economics 
Barrel, Yoram — The Entrepreneur’s Reward 
for Self-policing 

Collaboration among people is often subject 
to shirking; the net gain from collaboration de- 
pends on the contract governing it. The author 
argues that the entrepreneur assumes the role 
of residual claimant because his actions are 
more costly to monitor than those of the factors 


with which he collaborates. By offering fixed 
pay contracts to others and becoming residual 
claimant, die entrepreneur curtails his incen- 
tive to gain at his partners' expense, and the 
net gain from collaboration is then maximized. 
Costly monitoring applies to both labor and cap- 
ital, and thus the entrepreneur may supply 
both. The entrepreneur’s capital serves to guar- 
antee the pay of the other factors. Econ. In- 
quiry, Jan. 1987, 25(1), pp. 103-16. University 
of Washington. 

520 Business Finance and Investment 
521 Business Finance 

Bar- Yosef, Sasson; CaDen, Jeffrey L. and Liv- 
nat, Joshua — Autoregressive Modeling of 
Earnings-lnvestment Causality 
The purpose of this paper is to empirically 
test the relationships between corporate earn- 
ings and investment. In particular, the study 
investigates whether knowledge of past invest- 
ments improves the prediction of future earn- 
ings beyond predictions that are based on past 
earnings alone. Similarly, it investigates 
whether knowledge of past earnings improve 
the prediction of future investments beyond 
knowledge of past investments alone. This is 
the empirical definition of Granger causality. 
The empirical results show that the bivariate 
past series of earnings and investments is supe- 
rior to the univariate series in predicting future 
investment, but not in predicting future earn- 
ings. J. Finance. Mar. 1987, 42(1). pp. 11-28. 
Hebrew University; Hebrew University and 
McMaster University; Hebrew University and 
Vanderbilt University. 

Connolly, Robert A.; Hirsch, Barry T. and 
Hirschey, Mark — Union Rent Seeking, In- 
tangible Capital, and Market Value of the 
Firm 

This study considers the effect of unions on 
intangible capital investment and profitability 
within the context of market value rather than 
a more traditional accounting-based approach. 
Theory is provided suggesting unions are Ale 
to affect profitability by sharing in the economic 
returns to firm-specific intangible capital. In 
support of this hypothesis, we find union iz ation 
reduces the returns to RfrD and produces a 
corresponding limiting influence on R&D in- 
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vestment at the firm level. Rev. Econ. Statist. , 
Nov. 1986, 68(4), pp. 567-77. University erf Cal- 
ifornia, Irvine; University of North Carolina, 
Greensboro; University of Colorado, Denver. 

Fons, Jerome S. — The Default Premium and 
Corporate Bond Experience 
By incorporating previous work on the de- 
fault experience of low-rated corporate debt, 
this paper presents an introduction to risk-neu- 
tral models of risky bond pricing and uses these 
to examine the relationship between the default 
premium embodied in bond yields and actual 
default rates. The contribution of macroeco- 
nomic information to the default premium is 
also examined. The authors find that holders 
of low-grade bonds have, on average, been com- 
pensated for losses due to default. J. Finance, 
Mar. 1987, 42(1), pp. 81-97. Federal Reserve 
Bank of Cleveland. 

Marsh, Terry A. and Merton Robert C. — Divi- 
dend Behavior for the Aggregate Stock Mar- 
ket 

The authors develop and estimate a model 
of the dynamic behavior of aggregate corporate 
dividends as a function of the change in perma- 
nent earnings of firms. Although structured 
along the lines of J. Lintner's (1956), J. Brittain’s 
(1966), and E. F. Fama and H. Babiak's (1968) 
models of individual firm dividend behavior, 
the model uses changes in stock prices instead 
of accounting earnings to measure permanent- 
earnings changes. The performance of the 
model is compared with both the accounting 
eamings-based models and the trend-autore- 
gressive model associated with R. J. Shiller 
(1961). J. Bus., Jan. 1987, 60(1), pp. 1-40. Uni- 
versity of California, Berkeley and Stanford 
University; Massachusetts Institute of Technol- 
ogy. 

Williams, Joseph T. — Perquisites, Risk, and 

Capital Structure 

In a corporate agency problem, perquisites 
and risk interact to produce novel, complex 
comparative statics. For example, even if addi- 
tional debt induces risk-neutral insiders to in- 
crease risk, they never seek to increase the mar- 
ket value of their stock; instead, insiders 
decrease die present value of their subsequent, 
conditionally optimal perquisites. Also, the 


firm's optimal capital structure indudes a risky 
bond with an agreement to remove insiders 
whenever the bond defaults. However, the op- 
timal sharing rule between corporate claimants 
cannot be supported solely by standard securi- 
ties like bonds, stock, options, and their hy- 
brids. J. Finance, Mar. 1987, 42(1), pp. 29- 
48. New York University. 

522 Business Investment 

Chirinko, Robert S. — Tobin's Q and Financial 

Policy 

Recent research in macroeconomics has em- 
phasized the importance of linking the financial 
and real sectors and working with optimizing 
models. Tobin’s Q model of investment would 
appear to provide a framework satisfying these 
two criteria. In contrast to the original presenta- 
tion of the Q model, the formal development 
has not recognized that the firm actively partici- 
pates in a number of financial markets; in this 
broader context, Q may be an uninformative 
and possibly misleading signal for investment 
expenditures. The author then endeavors to 
tum this negative theoretical result to positive 
advantage in resolving a number of empirical 
problems with Q models. J. Monet. Econ., Jan. 
1987, 19(1), pp. 69-87. University of Chicago 
and National Bureau of Economic Research. 


600 Industrial Organization; 
Technological Change; Industry Studies 

610 Industrial Organization and Public Policy 

Masten, Scott E. — Institutional Choice and the 
Organization of Production; The Make-or- 
Buy Decision 

This paper provides a simple model which 
treats the firm’s make-or-buy decision as part 
of a producer’s overall optimization problem. 
Comparative static results offer support for sev- 
eral contentions advanced in the transaction- 
cost literature. More importantly, the model 
permits investigation of a number of interac- 
tions and relationships not readily amenable to 
verbal analysis. In particular, the effects of asset 
specificity and uncertainty on optimal contract 
length are examined, and a tendency to under- 
invest in transaction-specific assets under exter- 
nal procurement is demonstrated. J. Inet. Theo- 
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Modi Eccm., Sept. 1966, 142(3), pp. 493-509. 
ntvenity of Michigan. 

Market S t r u ct ure: InduttrUl Org aniz a tion and 

Corporate Strategy 

lattacharya, Sudfpto; Chatterjee, Kalyan 
and Samuebon, Larry — Sequential Research 
and the Adoption of Innovations 
Hie authors examine a firm able to adopt 
i innovation of uncertain profitability;. reject 
; innovation; or delay deciding in order to 
quire information on profitability. Deriving 
» optima] strategy from established sequential 
mpling literature, the authors construct a the- 
y of the diffusion of innovation. Firms are 
sumed to hold identical prior expectations of 
i innovation’s profitability, and to conduct pri- 
.tely observed experiments on its profitability, 
le naturally arising distribution of experimen- 
results yields a distribution of adoption times 
hibiting established facts on innovation difiu- 
in. Finally the authors examine die im pi tea- 
ms of strategic interactions between firms, 
rere this affects both the learning process and 
3 results of adoption. Oxford Econ. Pap., 
ipp. Nov. 1986, 38, pp. 219-43. University 
California, Berkeley; Pennsylvania State 
niversity; Pennsylvania State University. 

•ander, James A. and Lewis, Tracy R. — Oli- 
gopoly and Financial Structure: Hie Limited 
Jabihty Effect 

The authors argue that product market deci- 
>ns and financial structure will normally be 
ated. Assuming an oligopoly structure in 
lich financial decisions and output decisions 
llow in sequence, it is shown that limited lia- 
ity may commit a leveraged firm to a more 
gressive output stance, expanding its market 
are and profit at the expense of a fully equity- 
uuiced rival. Firms will therefore have incen- 
r es to use financial structure to influence the 
nduct market, leading, normally, to an inter- 
solution for the debt equity ratio even in 
: absence of bankruptcy costs and tax advan- 
ces of debt. Amer. Econ. Rev., Dec. 1986, 
(5), pp. 956-70. University of British Colum- 


'Mmnum, Lancet Klein, J. Douglass and 
Weiss, Leonard W. — The Price Effects of In- 
creased Competition in Auction Markets 


Bidding theory predicts lower selling winning 
bids (higher buying winning bids) as numbers 
of bidders increase. Alternative versions pr e dict 
But winning bids fall (rise) with the second or- 
der statistic, the maximum order statistic, or 
UN. The authors test these predictions using 
data on underwriters’ spreads on tax exempt 
bonds, offshore oil tracts, and National Forest 
timber. They estimate winning bids using gen- 
eral variables for the product and dummies for 
1, 2, . . .11 bidders. In all cases more bidders 
mean significantly lower (selling) winning bids. 
The expected maximum order statistic fits bet- 
ter than either the second order statistic or 
UN, in ten out of twelve cases. Rev. Econ. Sta- 
tist., Feb. 1987, 69(1), pp. 24-32. University 
of Wisconsin, Milwaukee; Union College, Sche- 
nectady; University of Wisconsin, Madison. 

Eaton, Jonathan and Grossman, Gene M. — 
The Provision of Information as Marketing 
Strategy 

The authors study the disclosure of informa- 
tion about product characteristics as part of 
firms’ competitive strategy. A model of a differ- 
entiated products duopoly is constructed in 
which firms may choose whether or not to re- 
veal the attributes of their product to consumers 
with heterogeneous tastes. The authors analyze 
the implications of disclosure versus nondisclo- 
sure for firms’ profits and consumer welfare, 
and identify the Nash equilibrium marketing 
strategies corresponding to different competi- 
tive conditions. They also consider an expanded 
game in which firms initially select their prod- 
uct types. Oxford Econ. Pap., Supp. Nov. 1966. 
38, pp. 166-83. University of Virginia: Prince- 
ton University. 

Ghemawat, Pankaj and Caves, Richard E. — 
Capita] Commitment and Profitability: An 
Empirical Investigation 
Opportunities to precommit costs can either 
increase the rents of incumbent firms (by deter- 
ring entry), or decrease them (through commit- 
ment races and lapses into noncooperation). 
Authors seek to discriminate statistically between 
these predictions in the determinants of profits 
of businesses in a cross-section of concentrated 
markets for producer noodurables. Overall, a 
business's profitability declines with its indus- 
try's scope for precommitting production capac- 
ity (sunk costs). However, variables interacted 
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with 6 m scope for commitment do not point 
clearly toward one or the other mechanism. 
Therefore, commitment opportunities seem 
likely to lead to deterrence and noncooperative 
rivalry in proportions that differ idiosyncrati- 
cally among markets. Oxford Econ. Pap . , Supp. 
Nov. 1986, 38, pp. 94-110. Harvard University. 

Hansen, Robert G. — A Theory for the Choice 
of Exchange Medium in Mergers and Acqui- 
sitions 

This paper presents a theory for the choice 
of exchange medium in mergers and acquisi- 
tions. The model used is one of bargaining un- 
der asymmetric information. When a target 
firm knows its value better than a potential ac- 
quirer, the acquirer will prefer to offer stock, 
which has desirable contingent-pricing charac- 
teristics, rather than cash. Either tax effects or 
asymmetric information on the acquiring side 
can make the acquirer’s choice a nontrivial one. 
With asymmetry on both sides of the transac- 
tion, a signaling equilibrium develops whereby 
the target uses both exchange medium offered 
and the amount of any stock offer as signals of 
the acquiring firm's value. Several testable im- 
plications emerge for when stock trades will 
be observed, and some mildly supportive evi- 
dence is presented. /. Bus., Jan. 1987, 60(1), 
pp. 75-95. Dartmouth College. 

Josltow, Paul L. — Contract Duration and Rela- 
tionship-Specific Investments: Empirical Ev- 
idence From Coal Markets 
This paper examines empirically the impor- 
tance of relationship investments in determin- 
ing the duration of coal contracts negotiated 
between coal suppliers and electric utilities, us- 
ing data for 277 coal contracts. For each con- 
tract, measures of the duration of contractual 
commitments agreed to by the parties at the 
contract execution stage and measures of the 
importance of relationship specific investments 
are developed. The results provide strong sup- 
port for the view that buyers and sellers make 
longer commitments to the terms of future 
trade at the contract execution stage, and rely 
less on repeated bargaining, when relationship- 
specific investments are more important. Amer. 
Earn, Reo., Mar. 1987, 77(2), pp. 188-85. Mas- 
sachusetts Institute of Technology. 


Katz, Michael L. and Shapiro, Carl — Product 
Compatibility Choice in a Market with Tech- 
nological Progress 

In markets where advantages, e.g., network 
externalities, are significant, firms’ product 
compatibility choices are an important determi- 
nant of industry performance. This paper com- 
pares the private and social incentives to 
achieve compatibility in a two- period duopoly 
model with (possible stochastic) technological 
progress. Earlier analysis using static models 
found that the social incentives to achieve 
industrywide compatibility always exceed the 
private incentives. Here the authors find 
that private firms may have socially excessive 
compatibility incentives because compatibility 
serves as a means of relaxing price competition 
during early stages of industry growth. Oxford 
Econ. Pap., Supp. Nov. 1986, 38, pp. 146-65. 
Princeton University. 

Leech, Dennis — Ownership Concentration and 
the Theory of the Firm: A Simple-Game-The- 
oretie Approach 

A model of the shareholder constraint is de- 
scribed in terms of the relationship between 
shareholding concentration and corporate con- 
trol. A unified perspective (including takeovers 
as a special case) is developed whereby leading 
coalitions are costly to form and possess power 
in a shareholder voting game. Control is defined 
in terms of power indices for simple games. A 
static theory of the firm is developed in terms 
of the optimal formation of controlling coali- 
tions. A dynamic theory of an owner-controlled 
firm is described which explains increasing 
shareholding dispersion accompanying growth. 
J. Ind. Econ., Mar. 1987, 35(3), pp. 225-40. 
University of Warwick, Coventry, England. 

Odagiri, Hiroyuld and Yamashita, Taluubi — 
Price Mark-Ups, Market Structure, and Busi- 
ness Fluctuation in Japanese Manufacturing 
Industries 

Howard Wachtel and Peter Adelsheim (1977) 
and Keith Cowling (1983) have argued that 
firms in concentrated industries tend to in- 
crease their price mark-ups in recession. This 
hypothesis is variously tested for Japanese man- 
ufacturing industries in 1958-82. Most of the 
results weakly suggest an effect opposite to 
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Wachtel and Adelsheim and only when Indus* 
try -specific business conditions are taken into 
account, is some, albeit weak, evidence found 
in favor of them. J. lnd. Econ., Mar. 1967, 
35(3), pp. 317-31. University of Tsukuba, [he- 
rald, Japan; Tokyo Electric Power Co., Tokyo. 

Perloff, Jeffrey M. and Salop, Steven C.— 
Firm-Specific Information, Product Differen- 
tiation and Industry Equilibrium 
Where consumers have imperfect informa- 
tion about specific firms’ prices and lack infor- 
mation about the market, firms have informa- 
tional market power. In general, improving the 
consumers’ information about each firm’s price 
will not necessarily lower the average market 
price. Hie authors show however that certain 
types of improvements will lower price. More- 
over a reduction in barriers to entry (e.g., capi- 
tal costs) will lower price, holding information 
constant. Where a significant number (but not 
all), consumers have perfect information, sin- 
gle-price equilibria are impossible. Oxford 
Econ. Pap. , Supp. Nov. 1986, 38, pp. 184-202. 
University of California, Berkeley; Georgetown 
University Law Centre. 

Powell, Irene — The Effect of Reductions in 
Concentration on Income Distribution 
The simulation model of this study indicates 
that a decline in above normal profits associated 
with concentration will cause a redistribution 
of income from the highest of six income classes 
to low and middle income classes. The magni- 
tude of gains and losses range from 0.2 to 0.9 
percent of income for reductions in four-firm 
concentration ratios to 50 percent in all manu- 
facturing industries. The methodology uses 
consumer expenditure data and input-output 
information to estimate the impact on payments 
made to capital, and uses income tax data on 
income sources by income class to estimate the 
impact on income received from capital owner- 
ship. Estimates of the change in profits result- 
ing from a change in concentration are based 
on a published concentration-profits regres- 
sion. Re o. Econ. Statist., Feb. 1987, 69(1), pp. 
75-82. Mount Holyoke College. 

Yamawald, Hideld — Exports, Foreign Market 
Structure, and Profitability in Japanese and 
U.S. Manufacturing 


This paper examines the influence of price 
decisions by foreign firms on export price deci- 
sions by domestic firms. The theoretical analy- 
sis develops a general model which hypothe- 
sizes a positive relation between export price 
and foreign price assuming international prod- 
uct differentiation. This model further suggests 
that export price depends on foreign structural 
traits as they determine foreign price. The em- 
pirical analysis, based on a cross-section of sixty- 
nine four-digit manufacturing industries 
matched between the United States and Japan, 
provided support for the hypothesis that foreign 
market structure and foreign pricing affect ex- 
port pricing and thus the observed price-cost 
margin. Rev. Econ. Statist., Nov. 1986, 68(4), 
pp. 618-27. Internationa] Institute of Manage- 
ment, Berlin. 

61! Public Policy toward Monopoly and 
uimpemion 

Adams, Walter and Brock, James W. — Corpo- 
rate Size and the Bailout Factor 
An unequivocal advantage of large corporate 
size is found to be the unique capacity of giant 
firms to obtain government bailouts. Nor are 
big firm bailouts limited solely to obvious, ex- 
plicit government financial rescues (like Chrys- 
ler). In addition, they are found to occur in a 
variety of indirect — but equally important — 
ways. These are examined, and supporting evi- 
dence is adduced. Some implications of these 
findings are discussed, including doubts about 
the wisdom of recent efforts to weaken the na- 
tion's structural antitrust policies, especially as 
regards mega-mergers and the bigness com- 
plexes created in their wake. J. Econ. Issues. 
Mar. 1987, 2i(l), pp. 61-85. Michigan State 
University; Miami University, Oxford, Ohio. 

Rosenbaum, David L — Predatory Pricing and 
the Reconstituted Lemon Juice Industry 
Current antitrust doctrine seemingly accepts 
average variable cost as one possible boundary 
between competitive and predatory pricing. 
Certain authors contend, however, that equally 
efficient rivals can sometimes be excluded from 
a market even when a dominant firm prices 
above its own average variable cost. This is par- 
ticularly true in industries where product di ff er - 
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entiaHon is important. A model is developed 
to teat for this type of predatory conduct. The 
model is applied to the reconstituted lemon 
juioe industry. It is shown that under certain 
conditions, even prices above average variable 
cost can be exclusionary. J. Earn. Issues, Mar. 
1887, 21(1), pp. 237-58. University of Ne- 
braska. 

613 Regulation of Public Utilities 

Roberts, Mark J. — -Economies of Density and 
Size in the Production and Delivery of Elec- 
tric Power 

Three measures of economies of density and 
size are developed to analyze the cost structure 
of firms which deliver a product to a geographi- 
cally dispersed group of customers. Tlie mea- 
sures arise because output expansions due to 
increased demands by existing customers, de- 
mands by new customers in the service area, 
or an expansion of the service area can each 
have a different impact on ray average exist. 

In the case of electric power supply, the impor- 
tant source of declining ray average cost is an 
increase in consumption per customer and not 
an increase in the customer density or size of 
the firm’s service area. Land Econ., Nov. 1986, 
62(4), pp. 376-87. Pennsylvania State Univer- 
sity. 

615 Economics of Transportation 

BayUss, Brian T. — Structure of the Road Haul- 
age Industry in the United Kingdom, and 
Optimum Scale 

The study analyzes the change in the struc- 
ture of the road haulage industry in the United 
Kingdom since the early 1830s. It concludes 
that the size of the common carrier operator 
has increased over the period, but this is con- 
cealed in official statistics through the inclusion 
of restricted license operators. Industry growth 
and cost models are developed, and it is argued 
that regulation has prevented road haulage op- 
erators from achieving a minimum efficient 
scale. Comparisons with other countries sug- 
gest that operators in these countries have been 
more severely impeded in relation to the real- 
ization of a minimum efficient scale. J. Tmnsp. 
Econ. Policy, May 1966, 20(2), pp. 156-72. 
University of Bath. 


iumIov Mfchae/ E.—Commltmeot, Sunk 
^S’and Entry to the Airline Industry: Be- 
Sections on Experience 
The theory of contestable markets suggests 
that, given completely free entry into the mar- 
ket, the exploitation of natural monopoly situa- 
tions is limited by the costs not of entry but 
of exit. The magnitude of sunk costs Is thus 
crucial in determining the need for regulatory 
protection. Air transport has been cited as a 
highly contestable market because of the mobil- 
ity and versatility of the capital equipment 
used. This paper is a case study of an attempted 
entry into the international air market, identify- 
ing the nature and magnitude of the sunk costs 
involved and the extent to which these costs 
arise from the nature of the regulatory process 
itself rather than from the inherent characteris- 
tics of the business. J. Tramp. Econ. Policy, 
May 1986, 20(2). pp. 173-90. London Cruadate 
School of Business Studies. 

Davies, J. E. — Competition, Contestahility 
and the Liner Shipping Industry 
This paper demonstrates that the interna- 
tional liner shipping industry can be appropri- 
ately described as highly contestable. It is 
shown that sunk costs are very low, entrants 
and incumbents are symmetrically placed, and 
the price sustainability condition is satisfied. 
Empirically, Canadian data show frequent en- 
try and exit, hit and run entry, and large scale 
entry. Thus far from being a theory without 
facts, the contestability principle is shown to 
be extremely relevant in the economic analysis 
of the ocean shipping industry. J. Transp. Econ. 
Policy, Sept. 1986, 20(3), pp. 299-312. Acadia 
University, Wolfville, Canada. 

Evans, Andrew — A Theoretical Comparison of 
Competition with Other Economic Regimes 
for Bus Services 

This paper uses a theoretical model to com- 
pare the economics of bus services operated 
under four different regimes: competition, max- 
imization of net economic benefit (subject to 
the constraint that the service must break 
even), unregulated monopoly, and uncon- 
strained maximization of net economic benefit. 

A time segment from an infiniteiy-long day, 
and a bus route with a finite time cycle of 60 
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minutes ore considered separately. The analogy 
between spatial competition, such as that be- 
tween shops, and temporal competition be- 
tween buses is used. Ideas from spatial competi- 
tion are coupled with the exponential demand 
model drawn from public transport. J. Tramp. 
Econ. Policy, Jan, 1987, 21(1), pp. 7-36. Uni- 
versity of Bristol. 

Hayashi, Paul M. and Trapani, John M. — The 
Impact of Energy Costs on Domestic Airline 
Passenger Travel 

This paper examines the role of energy costs 
in determining fare levels and the quality of 
service provided by airline carriers. This re- 
search is important to our understanding of how 
fuel cost changes may impact capacity provided 
to airline markets, and to our assessment of 
the consequences of deregulation of the airline 
industry during an unprecedented period of ris- 
ing energy costs. The authors find that rising 
aviation fuel costs will reduce capacity supplied 
in city-pair markets and thereby reduce passen- 
ger demand, other things the same. Indepen- 
dently, rising ground travel costs induce greater 
passenger demand. The overall effect of in- 
creased energy cost of the magnitude experi- 
enced between 1971-1979 is simulated for a 
competitive airline market. The authors find 
that the typical city-pair market will have lower 
capacity, reduced passenger demand, and 
higher load factors. This capacity reduction has 
often been attributed to deregulation when, in 
fret, it is the result of higher fuel cost facing 
airline carriers. J. Tramp. Econ. Policy, Jan. 
1987, 21(1), pp. 73-86. University of Texas, Ar- 
lington. 

Joy, Stewart — Contestable Market Analysis in 
the Australian Domestic Airline Industry 
William Bail mol's contestability analysis is 
presently being applied to the Australian do- 
mestic airline industry, with its long-standing, 
government-imposed “two airline” policy. In 
the absence of real-time experimentation, the 
behavior of the chosen two airlines in the past, 
and particularly the way in which they have 
organized regional services into separate corpo- 
rate entities, gives powerful leads as to the air- 
lines’ private views of the diseconomies of scale 
and scope in airline operation. The structure 


of airline markets and niches is discussed, rad 
it is concluded that the more airlines, the 
greater the total airline passenger market, rad 
that as soon as a second carrier is introduced, 
there is no case for limiting the number of par- 
ticipants. J. Tramp, Econ. Policy, May 1986, 
20(2), pp. 245-54. Australian Ministry ofTrans- 
port, Melbourne. 

Kirby, Michael G. — Airline Economies of 
"Scale" and Australian Domestic Air Trans- 
port Policy 

A conceptual framework for considering scale 
economies is developed which more effectively 
utilizes all the available information on the mul- 
tiproduct nature of airline activities. The esti- 
mated cost model reveals substantial economies 
of operation with respect to load factors, aircraft 
size, and stage length, but diseconomies associ- 
ated with serving more ports and increased de- 
partures from a given port. Simulation of vari- 
ous policy alternatives indicates the existence 
of substantial potential cost savings in the Aus- 
tralian domestic airline industry. J. Tramp. 
Econ. Policy . Sept. 1986, 20(3), pp 339-52. 
Australian Bureau of Agricultural Economics, 
Canberra. 

Koisen, H. M. — Transport Policy in Australia: 
The Role of the Inter-State Commission 
This article examines the extent to which 
transport economics is able to influence trans- 
port policy given the existence of historical, in- 
stitutional, constitutional, and political con- 
straints which differ considerably between 
countries. The Australian Federation has some 
unique features, which include provisions in 
the Australian Constitution for the establish- 
ment of an Inter-State Commission. After dis- 
cussion of the initial reasons for this, the re- 
establishment of the Commission in 1984 and 
its activities are examined in the context of 
transport policy in the Australian Federation. 
J. Tramp. Econ. Policy, May 1986, 29(2). pp. 
275-82. University of Queensland, Australia. 

Madoe, Peter J. and Simon, David — Do Rond 
Projects Benefit Industry? A Case Study of 
the Humber Bridge 

A prime justification for the roads program 
is to improve industrial comp e t iti ve n ess by re- 
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ducing transport costs, yet little empirical work 
has been done to examine this linkage. This is 
because roads tends to be improved incremen- 
tally except where estuaries are crossed. A case 
study of fifty-two regular commercial users of 
the new Humber Bridge demonstrates that op- 
erators adjusted by increasing vehicle use, in- 
creasing market penetration, changing market 
areas served, and by internal rationalization. 
Labor time savings could generally be pro- 
ductively used so that, in this case, the “cost 
saving” approach to valuing working time sav- 
ings is not unreasonable. J. Transp. Econ. Pol- 
icy, Sept. 1986, 20(3), pp. 377-84. University 
of Leeds. 

Menas he, Eliahu and Guttman, Joel M. — Un- 
certainty, Continuous Modal Split, and the 
Value of Travel Time in Israel 
This paper develops a car-bus modal split 
model for an Israeli sample, which differs from 
most previous modal split models in two re- 
spects: (I) the uncertainty of commuters regard- 
ing the difference in time cost between the two 
modes is taken into account, and (2) the depen- 
dent variable is continuous rather than dichoto- 
mous. The results suggest that uncertainty is 
indeed an important element in modal choice 
and that continuous modal split models can 
achieve higher levels of statistical explanation 
than binomial or multinomial models. ]. 
Transp. Econ. Policy, Sept. 1986, 20(3), pp. 
369-75. University of Houston; Bar-llan Uni- 
versity, Israel. 

Sharp, Clifford; Button, Kenneth and Dead- 
man, Derek — The Economics of Tolled Road 
Crossings 

This paper examines the nature and problems 
of tolling crossings in the United States and 
the United Kingdom. It outlines the basic eco- 
nomic theory upon which tolls could be based 
and considers the divergence of current prac- 
tices from this theory. It pays particular atten- 
tion to the difference in approach adopted by 
the central authorities of the two countries and 
examines reasons for these differences and the 
implications for the pursuit of an efficient trans- 
port policy. Some estimates are provided of the 
long-term debt problems, which are likely to 
be encountered on certain crossings in the U.K. 


if current policies are continued. J. Transp. 
Econ. PoUey, May 1986, 20(2), pp. 255-74. 
University of Leicester. 

Teg], Roger F. and Berglund, Mary — The Im- 
pact of Taxicab Deregulation in the USA 
Many economists have contended that de- 
regulation of the urban taxicab industry would 
result in benefits to consumers in the form of 
lower prices, improved service, and a wider 
variety of price-service options. Several large 
U.S. cities have deregulated their taxi indus- 
tries, but in both telephone order and cabstand 
markets the empirical results have not been 
consistent with prior theoretical expectations. 
This paper analyzes the results of taxi deregula- 
tion in these U.S. cities and offers explanations, 
bas^d on industrial organization concepts, of 
why this policy has largely (ailed to product; 
l>enefits for either consumers or providers. J. 
Transp. Econ. Policy, Jan. 1987, 21(1), pp. 37- 
56. University of California, Irvine. 

616 Industrial Policy 

Tomer, John F. — Developing Organizational 
Comparative Advantage via Industrial Policy 
Cooperative interorganizational relationships 
such as those between business and govern- 
metit are very important to a nation's productiv- 
ity. The benefits of cooperation between organi- 
zation become dear when ideal cooperative 
situations are contrasted with a range of less 
cooperative ones using the Prisoner’s Dilemma 
game and externalities analysis. The final sec- 
tion examines the implications for the organiza- 
tional dimension of an industrial policy. The 
purpose of an organizational policy is to bring 
the behavior of organizations closer to the ideal 
and, therefore, to achieve an organizational 
comparative advantage for the nation. Conven- 
tional economic policies or regulation are found 
lucking in this respect. J. Post Keynesian Econ. , 
Spring 1987, 9(3), pp. 455-72. Manhattan Col- 
lege, 

61B Economics of Regulation 
Glairter, Stephen — Regulation through Output 
Related Profits Tax 

Prospects are discussed for regulating a mul- 
tiproduct, monopolistic enterprise through a tax 
on profit at a rate variable with output. Selec- 
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tion of weights when defining output could in- 
duce outcomes ranging from Ramsey pricing 
to any desired pattern of cross subsidy. The 
telecommunications industry is used to illus- 
trate. If quality depends upon output (as in pub- 
lic transport) socially optimal pricing would be 
induced. The scheme has the advantage of lim- 
iting detailed intervention and preserving the 
profit motive. However, unrealistic assump- 
tions are necessary and implementation would 
require a great deal of information. This limits 
its practical value. /. Ind. Econ., Mar. 1987, 
35(3), pp. 281-96. London School of Econom- 
ics. 

Lee, Wayne Y. and Thakor, Anjan V. — Regula- 
tory Pricing and Capital Investment with 
Asymmetric Information about Cost 
The paper discusses how regulators, a prion 
uninformed about a monopolistic firm's variable 
cost, should set output price for the firm. The 
regulator’s objective is to maximize weighted 
average of consumer and producer surplus, it 
shows that the informational asymmetry be- 
tween the regulator and the firm can be effec- 
tively resolved by making price a function of 
the firm's level of capital investment- The prop- 
erties of this price schedule and its implications 
for the (inn’s investment decision are explicitly 
characterized. It shows that if a firm has higher 
variable cost, it invests less capital, is awarded 
a higher price, and enjoys lower profit. South- 
ern Econ. J . , Jan. 1987, 53(3), pp. 720-34. Santa 
Clara University; Indiana University. 

620 Economics or Technoijugical Change 

621 Technological Change; Innovation; Research 
and Development 

Heath, John; Katsoulacos, Yannis and Ulph, 
David — Sequential Product Innovation and 
Industry Evolution 

A certain sequence of innovations in a verti- 
cally differentiated good is considered. Two 
firms are engaged in a series of bidding games 
to acquire the (infinitely-lived) patents to these. 
Managerial diseconomies restrict firms to pro- 
ducing a single good which is chosen optimally 
from the set of patents owned by the (inn. Prod- 
uct market equilibrium is Bertrand, Two theo- 
rems provide (1) a sufficient condition for the 
current leader to be overthrown (action-reac- 


tion) and (2) a necessary and sufficient condition 
for persistent dominance. An illustrative exam- 
ple shows that sequences satisfying these condi- 
tions can always be constructed. Econ.]., Supp. 
1987, 97, pp. 32-43. University of Bristol; Uni- 
versity of Liverpool; University of Bristol. 

Farrell, Joseph and Sakmer, Garth — Installed 
Base and Compatibility: Innovation, Product 
Preannouncements, and Predation 
A good is often more valuable to any user, 
the more others use compatible goods. Hie au- 
thors show that this effect may inhibit innova- 
tion. If an installed base exists and transition 
to a new standard must be gradual, early 
adopters bear a disproportionate share of tran- 
sient incompatibility costs. This can produce 
“excess inertia.’’ The installed base, however, 
is “stranded” if the new standard is adopted: 
this may create “excess momentum.” These dy- 
namic effects have strategic implications. Tem- 
porary price cutting can permanently prevent 
entry; and product p re an nouncements can be 
critical in innovation. These strategic actions 
have ambiguous welfare effects. Amer. Econ. 
Ret., Dec. 1986. 76(5), pp. 940-55 GTE Labo- 
ratories, Waltham, Massachusetts; Massachu- 
setts Institute iff Technology. 

Ireland, N. and Stoneman, P. — Technological 
Diffusion, Expectations and Welfare 
This paper investigates a simple intertempo- 
ral model to illustrate the effect of different 
forms of expectations formation by the buyers 
of technology on the extent and time path iff 
the usage of a new technology. In addition, 
the related questions of the optimal rate of take 
up of new technology, and the design of policies 
to achieve such a rate, are considered. Oxford 
Earn. Pap., July 1986, 38(2), pp. 283-304. 
University of Warwick. 

Jaffe, Adam B. — Technological Opportunity 
and Spillovers of Ri?D: Evidence from Firms 
Patents. Profits, and Market Value 
This paper quantifies the effects of exogenous 
variations in the state of technology (technologi- 
cal opportunity) and of the R&D of other firms 
(spillovers of R&D) on the productivity of firms’ 
R&D. The R&D productivity is inereasod by 
the R&D of technological neighbors." though 
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neighbors' R&D lowers the profits and market 
value of low-RirD-intensity firms. Firms are 
shown to adjust the technological composition 
of their RfltD in response to technological op- 
portunity. Amer. Econ. Rev., Dec. 1986, 76(5), 
pp. 984-1001. Harvard University. 

Levin, Sharon C.; Levin, Stanford L. and 
Meisel, John B. — A Dynamic Analysis of the 
Adoption of a New Technology: The Case of 
Optical Scanners 

Two proportional hazard models are used to 
investigate the differing effects of market struc- 
ture variables on the conditional probability of 
a firm initially adopting the new technology of 
optical scanners as the innovation spreads 
through the food store industry. During the 
early stage, leading firms with large average 
store size which are not members of chains and 
which operate in less concentrated markets 
with higher incomes and wage rates, tend to 
adopt scanners sooner. Later on, differences 
in seller concentration, market share, and size 
become less important as other firms follow 
prior adoptions. Rev. Econ. Statist., Feb. 1987, 
69(1), pp. 12-17. University erf Missouri, St. 
Louis; Southern Illinois University, Edwards- 
ville; Southern Illinois University, Edwards- 
ville. 

Pavitt, Keith; Robson, Michael and Townsend, 
Joe — The Size Distribution of Innovating 
Firms in the UK, 1945-1983 
A survey of 4,378 significant innovations 
shows that firms with fewer than 1,000 employ- 
ees commercialized a much larger share than 
is indicated by their share of R and D expendi- 
tures. Innovations per employee have been 
consistently above average in firms with more 
than 10,000 employees, and have become so 
in firms with fewer than 1,000. Intersectoral 
variation in the size distribution of innovating 
firms can be explained as a function of R and 
D-based technological opportunities, and of 
“technological ease of entry” by user firms with 
principal activities outside die sector. J. Ind. 
Econ., Mar. 1987, 35(3), pp. 297-316. Univer- 
sity of Sussex. 

Wozniak, Gregary D. — Human Capital, Infor- 
mation, and the Early Adoption of New Tech- 
nology 


When producers are uncertain or have im- 
perfect Information about the profitability of 
adopting new technology, their adoption behav- 
ior depends on the endowment of human capital 
and the investment in adoption information. 
This study analyzes the role of education, expe- 
rience, and information acquisition in the deci- 
sion to be an early adopter. The findings sup- 
port the thesis that adoption decision making 
is a human capital intensive activity. The econo- 
metric evidence presented suggests that educa- 
tion and information reduce adoption costs and 
uncertainty, and thereby raise the profitability 
of early adoption. Adoption behavior is also 
shown to vary significantly across firm size. /. 
Human Res., Winter 1987, 22(1), pp. 101-12. 
University of Tulsa. 

630 Industry Studies 

631 Industry Studies: Manufacturing 

Abridge, Jay T. and Hertel, Thomas W. — Mul- 
tiproduct Cost Relationships for Retail Ferti- 
lizer Plants 

Retail fertilizer plants produce a number of 
products and services. To analyze the relation- 
ship between cast and output for these multi- 
product firms, a short-run translog cost function 
is estimated using pooled data. Measures erf 
economies of scope and scale are calculated. 
Results indicate plants can lower average cost 
by increasing output and by diversifying into 
anhydrous ammonia. Furthermore, prelimi- 
nary evidence indicates that firms in the sample 
are overinvested in plant and equipment. 
Amer. J. Agr. Econ., Nov. 1986, 68(4), pp. 928- 
38. Purdue University. 

Daly, Michael J. and Rao, P. Someshwar — 
Free Trade, Scale Economies and Productiv- 
ity Growth in Canadian Manufacturing 
Liberalized trade between Canada and the 
United States has long been advocated on the 
grounds that it would permit Canadian manu- 
facturers to take advantage of the scale econo- 
mies associated with a larger market and thus 
lead to improved productivity. This paper re- 
ports estimates of the degree of scale economies 
and its contribution to total factor productivity 
growth in 22 Canadian manufacturing indus- 
tries. The main conclusion is that the extent 
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of scale economies has been grossly exagger- 
ated. Consequently, the potential productivity 
gains to Canada from freer trade are unlikely 
to be as great as some economists have pre- 
dicted. Manchester Sch. Econ. Soc. Stud., 
Dec. 1986, 54(4), pp. 391-402. Economic 
Council of Canada. 

McChesney, Fred S. — Sensationalism, News- 
paper Profits and the Marginal Value of 
Watergate 

Newspaper publishers supposedly profit from 
sensational events. Focusing on the two differ- 
ent products sold by publishers, newspapers 
and advertising space, this paper shows why 
sensational events do not necessarily increase 
publishers’ wealth. It also uses financial market 
analysis to examine the wealth effects of one 
sensational event, Watergate, on a portfolio of 
newspaper stocks and on the Washington Post 
in particular. No significant effects are found. 
Econ. Inquiry. Jan. 1987, 25(1), pp. 135-44. 
University of Chicago. 

632 Industry Studies: Extractive Industries 
Boyd, Gale A. — Factor Intensity and Site Geol- 
ogy as Determinants of Returns to Scale in 
Coal Mining 

Increasing returns to scale (RTS) is frequently 
postulated as affecting productivity in surface 
coal mining. However, it is not clear whether 
increased capital intensity or increased output 
is the relevant phenomenon. A ray-homothetic 
production (unction that incorporates the capi- 
tal labor mix and fixed site geology into the 
scale elasticity is presented and estimated with 
a micro (mine level) dataset. The results indi- 
cate that higher capital intensity contributes to 
higher RTS for some types of capital equip- 
ment, but not all. On the average, increasing 
RTS was found, with few mines approaching 
optimal scale. Rev. Econ. Statist., Feb. 1987, 
69(1), pp. 18-23. Argonne National Laboratory, 
Argpnne, Illinois. 

Cerosld, Pad A; Ulph, Alistair M. and Ulph, 
David T. — A Model of the Crude Oil Market 
in Which Market Conduct Varies 
This paper describes a model which first iden- 
tifies (in an estimatable manner) parameters 
which describe the conduct each decision 


maker in an oligopoly expects from it’s rivals, 
and then allows them to vary in a systematic 
fashion across rivals and over time. The model 
is applied to ten producing countries in the 
crude oil market (19661 to 1961III). A frilly dy- 
namic demand system is estimated, together 
with equations describing price choice and vari- 
ations in conduct, and the null hypothesis of 
constant conduct is rejected against the more 
general alternative proposed here. Econ. J. 
Supp. 1987, 97, pp. 77-86. University of South- 
ampton; University of Southampton; University 
of Bristol. 

Hoffman, Elizabeth and Marsden, James B. — 

Testing Informational Assumptions in Com- 
mon Value Bidding Models 
This paper provides an example of a means 
of linking mathematical theory, laboratory ex- 
periments, and standard empirical work. The- 
ory, by necessity, abstracts from the naturally 
occurring world, and experiments designed to 
test theory must incorporate the same abstrac- 
tions. On the other hand, empirical tests are 
generally performed on naturally occurring 
data, which may not reflect those same abstrac- 
tions. Civen this possible divergence, naturally 
occurring data should be tested for consistency 
with theoretical assumptions whenever possi- 
ble. On the basis of standard symmetric bidding 
theory, this paper reports on a preliminary ver- 
sion of such a test for offshore oil bidding data. 
Scand. J. Econ.. 1986, 88(4), 627-41. Purdue 
University; University of Kentucky. 

Mulherin, J. Harold — Specialized Assets, Gov- 
ernmental Regulation, and Organizational 
Structure in the Natural Gas Industry' 
Recent scholarship has posited that the form 
of organization chosen for an individual transac- 
tion will be affected by the particular features 
of the transaction, including the degree of asset 
specificity. This paper applies the thoughts of 
this scholarship to the organizational structure 
of the U.S. natural gas industry during this cen- 
tury. Complex methods of organization, such 
as vertical integration, exclusive dealing, and 
requirements contracts, are shown to be com- 
petitive responses to the possibility of oppor- 
tunistic behavior. These results contradict the 
historical association of such methods with mar- 
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ket power and have direct implications for anti- 
trust and energy policy. /. Inst. Theoretical 
Econ., Sept. 1086, 142(3), pp. 528-41, Clemson 
University. 

636 Nonpr ofit Industrie*! Theory and Studies 
Feigenbaum, Susan — Competition and Perfor- 
mance in the Nonprofit Sector: The Case of 
U.S. Medical Research Charities 
This paper develops a model of nonprofit firm 
behavior which links nonprofit market struc- 
ture, firm-specific characteristics, and firm per- 
formance. A method for defining nonprofit in- 
dustries is proposed in order to generate 
measures of intramarket competition for dona- 
tions in one specific philanthropic “industry” — 
the medical research charity industry. These 
measures and other data are used to estimate 
structure-performance relationships implied by 
the behavioral model. Analysis of administra- 
tive, fundraising and research allocations shows 
that market structure is indeed important in 
determining the behavior of charities. Increases 
in market concentration lead to reduced fund- 
ing for research projects and greater discretion- 
ary expenditures. /. Ind. Econ., Mar. 1987, 
35(3), pp. 241-53. Claremont McKenna Col- 
lege, Claremont, California. 

700 Agriculture; Natural Resources 
710 Agriculture 

711 Agricultural Supply and Demand Analysis 
Delgado, Christopher L. — A Variance Compo- 
nents Approach to Food Crain Market Inte- 
gration in Northern Nigeria 
A variance components methodology is de- 
veloped for joint tests on a sample of time series 
of prices for seasonal differences in the price 
integration of markets. The approach requires 
a statistically adequate number of observations 
for each market within seasons characterized 
by constancy of transactions costs among mar- 
kets. The model is applied to eighteen months 
of weekly grain prices for twenty-two villages 
in northern Nigeria. Results suggest that mar- 
kets are not well integrated in the six months 
covering the harvest period. Implications are 
drawn for research on market performances in 
the region. Amer. J, Agr. Econ., Nov. 1986, 
68(4), pp. 970-79. International Food Policy 
Research Institute, Washington, D.C. 


Knapp, Keith C. — Dynamic Equilibrium in 

Markets for Perennial Crops 

A dynamic equilibrium model for perennial 
crop markets is formulated. Price expectations 
are formed according to perfect foresight, and 
both the age composition of die crop and the 
optimal rotation are determined endogenously. 
The model is applied to the California alfalfa 
market. The calculated long-run equilibrium 
acreage is quite dose to average acreage over 
the base period. The results also exhibit cyclical 
fluctuations in acreage with a six percent coeffi- 
cient of variation. Thus, cyclical behavior can 
arise from technical charactersitics of the pro- 
duction process as well as From imperfectly 
formed expectations or random exogenous 
shocks. Amer. J. Agr. Econ., Feb. 1987, 69(1), 
pp. 97-105. University of California, Riverside. 

Olmstead, Alan L. and Wooten, Donald B. — 

Bee Pollination and Productivity Growth: 

The Case of Alfalfa 

The spread of commercial pollination has re- 
ceived little attention in the literature analyzing 
the growth in U.S. agricultural productivity. 
Between World War I and 1960, growers of 
most fruits, nuts, and seeds came to realize 
that intensive bee pollination was essential to 
achieve high yields. Alfalfa seed growers were 
among the last groups to adopt commercial pol- 
lination. This article examines the dramatic im- 
pact that concentrating bees in alfalfa seed fields 
has had on yields, resulting in the restructuring 
of the alfalfa industry (the fourth most valuable 
commodity grown in the United States) in the 
1950s. Amer. J. Agr. Econ., Feb. 1987, 69(1), 
pp. 56-63. University of California, Davis. 

Thurman, Walter N. — The Poultry Market: 

Demand Stability and Industry Structure 

The stability of the demand for poultry meat 
and specification issues in its estimation are ex- 
plored. The analysis concludes that the demand 
for poultry meat shifted out in the early 1970s. 
At the same time, the demand relationship be- 
tween poultry and pork changed from substitu- 
tion to independence. A second conclusion is 
that poultry price is predetermined for demand 
in annual U.S. data, while quantity is not. A 
predetermined price suggests several market 
structures, and exogeneity tests are performed 
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to distinguish among them. The result* ore con- 
sistent with a competitive, constant re turns- to- 
*cale- industry facing elastic factor supplies. 
Amer, J. Agr. Earn. , Feb. 1987, 69(1), pp. 30- 
37. North Carolina State University. 

713 Agricultural Policy, Domestic and 
International 

Byerlee, Derek, and Sain, Gustavo — Food 
Pricing Policy in Developing Countries: Bios 
against Agriculture or for Urban Consumers? 
Price policy discrimination against agricul- 
tural producers, in order to provide cheap food 
for urban consumers, has been widely cited in 
development forums as a cause of agricultural 
stagnation. Evidence is presented that suggests 
no consistent pattern of discrimination against 
producers for a major food commodity, wheat. 
However, consumer subsidies and trade poli- 
cies have reduced bread prices to urban con- 
sumers in many countries. Price data from the 
early 1980s are assembled for thirty-one devel- 
oping countries. Nominal protection coeffi- 
cients for producers and consumers at official 
and corrected exchange rates and wheat-fertil- 
izer price ratios are estimated for each country. 
Amer. J. Agr. Econ., Nov. 1986, 68(4), pp. 961- 
69. International Maize and Wheat Improve- 
ment Center, Islamabad, Pakistan; Interna- 
tional Maize and Wheat Improvement Center, 
Mexico City, Mexico. 

Gardner, Bruce L. — Causes of U.S. Farm 
Commodity Programs 

This paper is an attempt to explain variations 
by commodity in producer protection afforded 
by farm price support programs since the 1930s. 
Particularly emphasized are the ideas that these 
programs are essentially income redistribu- 
tional measures and that, given political forces, 
the programs are attempts to redistribute effi- 
ciently. Variables associated with the cost to 
producers of generating political pressure and 
the social cost (deadweight losses) of redistribu- 
tion are both found to be empirically important. 
J. Polit. Econ., Apr. 1987, 95(2), pp. 290-310. 
University of Maryland. 

LeBlanc, Michael and Hrubovcak, James — 
Hie Effects of Tax Policy on Aggregate Agri- 
cultural Investment 


The effects of tax policies on aggregate agri- 
cultural investment ore examined. Results from 
this analysis suggest that tax policies ore effec- 
tive in promoting ogricultruol investment. 
Nearly 20 percent of net investment in agricul- 
tural equipment during the period 1956 
through 1978 is attributed to tax policy. From 
1956 to 1978, tax policy has stimulated, in real 
dollars, over $5 billion in net investment in 
equipment and in excess of $1 billion in struc- 
tures. Amer. J. Agr. Econ., Nov. 1986, 68(4), 
pp. 767-77. U.S. Department of Agriculture, 
Washington, D.C. 

Schmitz, Andrew, Sigurdson, Dale and Doer- 
ing, Otto — Domestic Farm Policy and the 
Cains from Trade 

This paper assesses the extent to which the 
gains from agricultural trade are influenced by 
both U.S. domestic policy and tariff and nOntar- 
iff trade barriers. It shows theoretically that the 
volume of trade can be substantial but the gains 
nonexistent. Empirical results, along with rent- 
seeking arguments, support the no-gains-from- 
trade hypothesis. Amer. J. Agr. Econ., Nov. 
1986, 68(4), pp. 820-27. University of Califor- 
nia, Berkeley; Government of Saskatchewan, 
Canada; Purdue University. 

714 Agricultural Finance 

Ahmad, Ismail; Dull, Ken D. and Mhtelham- 
mer, Ron C. — Analyzing Equity Capital Pro- 
grams of Banks for Cooperatives 
Characteristics of Banks for Cooperatives’ 
term loan and equity capital programs contrib- 
ute toward complex intermittent exchanges of 
positive and negative cash Bows between the 
cooperative lender and borrower, and compli- 
cate the analysis of the net present value and 
effective interest of the financing project. A 
multiperiod linear program was developed to 
analyze the effect of variations in equity capital 
program components on the present value of 
the financing project. Furthermore, the con- 
cept of a “mixed financing project” was used 
to analyze the effective interest rate associated 
with such projects. Amer. J. Agr. Econ., Nov. 
1986, 68(4), pp. 849-56. Universiti Pertanian 
Malaysia, Serdang; Washington State Univer- 
sity; Washington State University. 
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Leathers, Howard D. and Chavai, Jean- 
Paid — Farm Debt, Default, and Foreclosure: 
An Economic Rationale for Policy Action 
Economic analysis of farm programs typically 
focuses on economic costs. Here we show that, 
because of market failures and imperfections, 
there are possible economic benefits to be de- 
rived from programs which reduce or eliminate 
the threat of default and foreclosure. A produc- 
tion model of an indebted firm is developed 
and serves as a basis for an aggregate model 
which identifies possible costs and benefits from 
a program of transfers to indebted formers. The 
challenge facing policy makers is to design pro- 
grams which capture the benefits of reducing 
the probability of default while minimizing per- 
verse incentive effects of such programs. Amer. 
J. Agr. Eocm., Nov. 1986, 68(4), pp. 828-37. 
University of Maryland; University of Wiscon- 
sin. 

Lowenberg-DeBoer, John and Boehjje, Mi- 
chael — The Impact of Farmland Price 
Changes on Farm Size and Financial Struc- 
ture 

A modified Vickers model (1968) is used to 
show that farmland capital gains provide incen- 
tive to increase form acreage and debt use. 
Farmland capital losses have the opposite ef- 
fect. The model indicates that part of the cur- 
rent financial vulnerability of the U.S. form sec- 
tor can be traced to management decisions 
made in response to the farmland capital gains 
of the 1970s. The effects are not purely tax 
driven, although taxes can affect the magnitude 
of incentives. The Vickers model is modified 
to allow a finite horizon, taxes, and the recogni- 
tion of unrealized capital gain or loss. Amer. 
J. Agr. Econ.. Nov. 1986, 68{4), pp. 838- 
48. Purdue University; University of Minne- 
sota. 

71S Agricultural Markets and Marketing 

Caswell, Julie A. — Dominant Forms of Corpo- 
rate Control in the U.S. Agribusiness Sector 
Two forms of control over corporate decision 
making are analyzed: direct control through 
stockholding and network control through in- 
terlocking board of directors, A majority of the 
222 large agribusiness firms' studied had strong 
direct control by owners or cooperatives, while 


the largest firms lacked such control. Tests re- 
lating direct control type to level of network 
control exposure show that strong direct control 
is associated with weak network control and 
vice versa, with firm size being the mgjor factor 
in explaining both types of control. For the larg- 
est firms, network-based rather than direct con- 
trol appears to limit the management discre- 
tion. Amer. J. Agr. Econ., Feb. 1987, 69(1), 
pp. 11-21. University iff Massachusetts. 

Hauser, Robert J. and Andersen, Dane K. — 
Hedging with Options under Variance Un- 
certainty: An Illustration of Pricing New- 
Crop Soybeans 

The behavior of a commodity’s price-return 
variance over time is critical to both the theory 
and practice of commodity option valuation. In 
this paper, three models are used to forecast 
soybean price variance for the period during 
which a seasonal increase in variance has been 
found in previous studies. A time-series model 
outperforms the ordinary least squares and 
naive models. The significance of the forecast 
error levels is then examined in terms of ex- 
pected deviations above and below a price tar- 
get for a put hedge. The resulting trade-off be- 
tween risk and return is shown by strike price 
and variance expectation. Amer. J. Agr. Econ., 
Feb. 1987, 69(1), pp. 38-45. University of Illi- 
nois. 

Thompson, Stanley R. and Bond, Cary E. — 
Offshore Commodity Hedging under Float- 
ing Exchange Rates 

Exchange rate uncertainty can have signifi- 
cant effects on the optimal hedging behavior 
of offshore commodity traders. In this paper, 
the standard commodity hedging framework is 
extended to incorporate exchange rate uncer- 
tainty and forward cover transactions in the for- 
eign exchange market. The implications of ex- 
change rate movements and forward cover 
decisions for offshore commodity hedgers are 
illustrated using data relevant to hedging Aus- 
tralian export wheat on the Chicago Board of 
Trade. Amer. J. Agr. Econ., Feb. 1987, 69(1), 
pp. 46-55. Michigan State University; Live- 
stock and Grain Producers Association, Armi- 
dale, Australia. 
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Zaniaa, George P. — Adjustment Costs and Ra- 
tional Expectations: An Application to a To- 
bacco Export Model 

The effect of adjustment costs on interna- 
tional trade has been captured in an ad hoc 
fashion in past analysis, whereas a certainty en- 
vironment is many times assumed. In this arti- 
cle, adjustment costs are explicitly considered 
in die modeling procedure of tobacco exports 
from Greece, and rational expectations are in- 
troduced. Hie results are consistent with con- 
siderable price competition and a large dif- 
ference between immediate and long-run 
responses due to adjustments costs, that explain 
in part the evolution of tobacco exports from 
Greece and suggest that their elasticities might 
be found in international trade if adjustment 
costs are properly treated. Amer. J. Agr. Econ . , 
Feb. 1987, 69(1), pp. 22-29. University of Ox- 
ford. 

716 Farm Management 

Anderson, James L. and Wilen, James E. — 
Implications of Private Salmon Aquaculture 
on Prices, Production, and Management of 
Salmon Resources 

The emergence of large-scale salmon ranch- 
ing in the Pacific Northwest has led to signifi- 
cant controversy over the potential impact of 
salmon ranching on market structure, salmon 
prices, ocean and aquacultural production, and 
salmon fishing regulation. This paper models 
the behavior of a dominant salmon rancher fac- 
ing a competitive open-access fishery using 
dynamic nonlinear programming. Primary at- 
tention is given to production and regulation- 
influencing strategies of an optimally managed 
salmon ranch under selected institutional and 
biological constraints. The effect of such behav- 
ior is evaluated with regard to salmon prices, 
natural salmon stocks, ocean fishing effort, and 
ocean fishery productivity. Amer. J. Agr. 
Econ., Nov. 1986, 68(4), pp. 866—79. Univer- 
sity of Rhode Island: University of California, 
Davis. 

An tie, John M. and Hatchett, Stephen A. — 

Dynamic Input Decisions in Econometric 
Production Models 

This study develops an econometric method- 
ology for estimating dynamic production mod- 


els with sequential intermediate input deci- 
sions. Two problems arise in the study of 
intermediate inputs: intermediate input deci- 
sions may be endogenous to final output, and 
intermediate inputs are likely to be correlated 
with each other and other variables, making 
identification and estimation difficult. The 
econometric model measures the productivity 
of intermediate inputs, taking into account the 
fanner's sequential input decisions and input 
productivity differences during the growing sea- 
son. A multistage Cobb-Douglas model of 
wheat response to irrigation water is used to 
illustrate the proposed methods. Amer. J. Agr. 
Econ. , Nov. 1986, 68(4), pp. 939-49. University 
of California, Davis; North Carolina State Uni- 
versity. 

Barry, Peter J. and Robison, Lindon J. — Eco- 
nomic versus Accounting Rates of Return for 
Farm Land 

This paper explores the differences in pricing 
and rate of return relationships for nondepreci- 
able (land) assets and depreciable assets. These 
relationships are evaluated analytically and in 
terms of other studies that have identified in- 
consistencies between accounting and eco- 
nomic rates of return. Asset pricing models for- 
mulated under certainty conditions are used 
to highlight the pricing differences, and a simu- 
lated numerical analysis is used to illustrate the 
effects of different parameter values. Implica- 
tions then are considered for measures of in- 
vestment performance and liquidity manage- 
ment. Land Econ., Nov. 1986, 62(4), pp. 388- 
401. University of Illinois; Michigan State Uni- 
versity. 

Lee, Hyunolt and Chambers, Robert C. — Ex- 
penditure Constraints and Profit Maximiza- 
tion in U.S. Agriculture 
This paper considers the effect of expenditure 
constraints on producer profit maximization. A 
theory of expenditure-constrained profit maxi- 
mization that provides restrictions for testing 
the competing null hypotheses of unconstrained 
and expenditure-constrained profit maximiza- 
tion is developed. The resulting model is fitted 
to aggregate U. S. agricultural data. Tbe hypoth- 
esis of unconstrained profit maximization is re- 
jected, while expenditure-constrained profit 
maximisation cannot be rejected for U.S. agri- 



1708 


Journal of Economic Literature 


culture. U.S. fanners apparently experience 
binding constraints in financing their variable 
production costs. Amer. J. Agr. Econ., Nov. 
1986, 68(4), pp. 857-65. U.S. Department of 
Agriculture, Washington, D.C.; Council of 
Economic Advisers, Washington, D.C. and 
University of Maryland. 

McSweeny, William T.; Kenyon, David E. and 
Kramer, Randall A. — Toward an Appropri- 
ate Measure of Uncertainty in a Risk Pro- 
gramming Model 

The measure of uncertainty in a risk-pro- 
gramming problem has long posed a dilemma. 
The use of the variance of realized returns as- 
sumes that the distribution of realized returns 
is the same as the distribution anticipated by 
the decision maker prior to the start of produc- 
tion. Rejection of this maintained hypothesis 
requires either direct elicitation of tliese distri- 
butions or construction of another measure 
from realized data. A mean-squared error is 
considered an appropriate measure. Optimal 
solutions to a quadratic risk-programming prol>- 
lem are obtained using this measure and com- 
pared to those obtained using traditional mea- 
sures. Amer. J. Agr. Econ., Feb. 1987, 69(1), 
pp. 87-96. The Pennsylvania State University; 
Virginia Polytechnic and State University; Vir- 
ginia Polytechnic and State University. 

Musser, Wesley N.; Tew, Bernard V. and 
White, Fred C.— -Choice of Depreciation 
Methods for Farm Firms 
Accelerated depreciation methods are usually 
considered to increase the present value of af- 
ter-tax cash flows ibr farm firms compared to 
straight line methods. Review of the theoretical 
foundation of this conclusion indicates that it 
requires an assumption of constant marginal in- 
come tax rates, which is inappropriate for many 
farm firms. Numerical analysis of a more gen- 
eral theoretical model, and a detailed capital 
budgeting example, both indicate that straight 
line methods are preferred with income tax 
rates below maximum levels and/or lower dis- 
count rates. General recommendations on de- 
preciation methods are therefore impossible. 
Amer. J. Agr. Econ. , Nov. 1986, 68(4), pp. 980- 
89. Oregon State University; University erf Ken- 
tucky; University of Georgia. 


Reid, Donald W. and Bradford, Garrett L. — 
A Farm Firm Model of Machinery Invest- 
ment Decisions 

This article presents a multiperiod mixed in- 
teger programming (MMIP) model of optimal 
machinery decisions. Infinite horizon valuation 
models of replacement and other investment 
situations are conceptualized in the context of 
a finite programming model. Dual properties 
of the MMIP model are used to identify and 
value opportunity costs involved in investment 
decisions of farm machinery. The interdepen- 
dent nature of investment and production rela- 
tionships necessary for solving these values em- 
phasizes the importance of a holistic firm 
perspective in analyzing farm machinery invest- 
ment strategies. An empirical situation is used 
to demonstrate model application. Amer. ]. 
Agr. Econ., Feb. 1987, 69(1), pp. 64-77. Uni- 
versity of Georgia; University of Kentucky. 

Romero, Carlos; Amador, Francisco and 
Barco, Antonio — Multiple Objectives in Ag- 
ricultural Planning: A Compromise Program- 
ming Application 

This article shows how inultiohjective pro- 
gramming, compromise programming, and fil- 
tering techniques can be used to tackle some 
problems found in agricultural planning. A real 
case involving the establishment of workers’ co- 
operatives within an agrarian reform program 
in Andalusia (Spain) is studied. The underlying 
problem is to find a compromise between the 
following objectives: employment, seasonal la- 
bor, and business profitability. The multiobjec- 
tive programming approach is used to find the 
efficient set among these objectives, and after 
a filtering procedure, a compromise between 
the objectives is established based on the com- 
promise programming approach. Amer. J. Agr. 
Econ., Feb. 1987, 69(1), pp. 78-86. University 
of Cordoba, Spain. 

Stefanou, Spiro E. — Technical Change, Uncer- 
tainty and Investment 

The expected investment dynamics of the 
risk-neutral firm is examined in the presence 
of uncertainty in the future evolution of the 
real wage and the stock of technical knowledge. 
A model of the adjustment cost firm is devel- 
oped that is characterized by quasi-fixed, factor- 
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augmenting technical change that is taken ex- 
ogenously by the firm. The effect of wage and 
technical change uncertainty on investment be- 
havior is assessed using comparative stochastic 
dynamics analysis. Amer. J. Agr. Econ., Feb. 
1987, 69(1), pp. 158-65. Pennsylvania State 
University. 

Vasavada, Utpal and Chambers, Robert C. — 

Investment in U.S. Agriculture 

Resource adjustment problems in U.S. agri- 
culture are motivated against the background 
of the farm problem. The adjustment cost hy- 
pothesis is invoked to specify and estimate con- 
sistently a system of dynamic investment de- 
mand and output supply equations by utilizing 
recent advances in dynamic duality theory. The 
investment demand equations assume the form 
of a multivariate flexible accelerator. Results 
indicate that labor, capital services, and land 
exhibited quasi-fixity while intermediate mate- 
rials were a variable factor. This can be con- 
strued as a form of asset fixity within aggregate 
U.S. agriculture. The univariate flexible accel- 
erator hypothesis is rejected. Amer. J. Agr. 
Econ., Nov. 1986, 68(4), pp. 75(Mj0. University 
of Georgia; Council of Economic Advisers, 
Washington, D.C. and University of Maryland. 

717 Land Reform and Und Use 

Caswell, Margriet F. and Zitberman, David — 

The Effects of Well Depth and Land Quality 

on the Choice of Irrigation Technology 

This paper introduces a framework to study 
the effects of farm characteristics (land quality 
and well depth) and irrigation technology char- 
acteristics (application effectiveness and pres- 
surization requirement) on a fanner's choice of 
irrigation system. Conditions indicating how 
the adoption of drip or sprinkler irrigation af- 
fects water and energy demands are presented, 
as well as conditions under which these technol- 
ogies are likely to be adopted. Two functional 
forms for the production function (quadratic and 
Cobb-Dougias) are presented with realistic 
values of key parameters. The empirical analy- 
sis demonstrates the importance of using forms 
which are consistent with the classical three 
stages of production. Amer. J. Agr. Econ. , Nov. 
1986, 68(4), pp. 798-811. University of Califor- 


nia, Santa Barbara; University of California, 
Berkeley. 

McCucirin, J. Thomas, et aL — Optimal Control 
of Irrigation Scheduling Using a Random 
Time Frame 

A dynamic programming model of irrigation 
scheduling is developed which accounts for sto- 
chastic weather conditions, results in simple 
irrigation decision rules, and can be operated 
on current microcomputers. The model em- 
ploys heat unit intervals, instead of chrnnologi- 
cal time, to define the dynamic equations of 
the crop-soil system. Procedures are outlined 
for estimating the transition probabilities of cli- 
mate within the heat unit intervals. When com- 
pared to maximum yield irrigation scheduling, 
the model increases net returns of corn, sor- 
ghum, and cotton by $10,000 to $30,000 per 
acre. Coauthors are Craig Mapel, Robert Lans- 
ford, and Ted Sammis. Amer. J. Agr. Econ., 
Feb. 1987, 69(1), pp. 123-33. New Mexico 
State University, Las Cruces. 

Peterson, Willis — Land Quality and Prices 
Although land values reflect land quality, the 
quality characteristics that determine values are 
only partly related to agricultural uses. TTie re- 
sults of estimating a reduced-form equation ex- 
plaining differences in land prices among states 
suggest that nearly two-thinds of this variation 
is attributed to nonagricultural uses. Therefore, 
a land quality index based on raw land prices 
will be biased, which in tun) will result in bi- 
ased coefficients in a production function or its 
dual. A cross-section land quality index which 
excludes the influence of nonagricultural uses 
is constructed. Amer.]. Agr. Econ., Nov-. 1986. 
68(4), pp. 812-19. University of Minnesota. 

720 Ncti«al Rksovsces 
721 Natural Resources 

Bolle. Friedel — On the Oligopolistic Extraction 
ol Non-renewable Common-Pool Resources 
In recent literature the extraction of com- 
mon-pool resources has been discussed under 
the aspect of whether or not they can be used 
efficiently when a finite number of agents has 
access to the resource. The objective of this 
paper is the derivation of a necessary equilib- 
rium condition in a simple model. This condi- 
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tion has severe consequences for existence 
propositions in papers of M. C. Kemp and 
N. V. Long (1960), J. McMillan and H. W. 
Sinn (1984), and J. F. Reinganum and N. L. 
Stokey (1985). Economica, Nov. 1986, 53(212), 
pp. 519-27. University of Hamburg. 

Cairns, Robert O. and Lasserre, Pierre — Sec- 
toral Supply of Minerals of Varying Quality 
In this sectoral model of mineral production, 
investment in capacity and variation in ore- 
body grade and volume help explain some styl- 
ized foots. More than one grade of ore may be 
exploited simultaneously. Mine exhaustion, but 
not necessarily entry, occurs in declining order 
of grade. The price may rise or foil but is likely 
to foil initially and must eventually rise, at less 
than the interest rate unless demand expands 
rapidly. Hiese trends exhibit fluctuations due 
to entry and exhaustion of deposits. Resource 
price cyclicality is reinforced because mines 
keep producing at capacity when the price is 
foiling. Scand. J. Econ., 1986, 88(4), pp. 605- 
26. McGill University; University of Montreal. 

Chapman, Duane — Computation Techniques 
for Intertemporal Allocation of Natural Re- 
sources 

Application of optimal theory to applied prob- 
lems is limited by the difficulty of numerical 
solutions. Typically, terminal values for the pro- 
duction period, price, or production level have 
been assumed rather than optimized. The use 
of an objective functional with explicit discount- 
ing gives direct solution values for the length 
of the time period, production as a function of 
time, price as a function of time, and rent (or 
consumer surplus) for continuous or discrete 
problems. The method is usable for numerical 
solutions to problems with linear demand, cost 
trend, or expropriation risk. It is illustrated with 
Fisher’s widely used discrete problem and with 
application to parameters representing remain- 
ing world oil resources for competitive and 
monopolistic assumptions. A mer.J. Agr. Econ,, 
Feb. 1987, 69(1), pp. 134-42. Cornell Univer- 
sity. 

Copes, Parafval — A Critical Review of the Indi- 
vidual Quota as a Device in Fisheries Man- 
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Limited entry licensing, introduced to deal 
with the common property and open access 
problems of the fishery, has proven to be an 
imperfect management device. As an alterna- 
tive, the individual quota is now being widely 
advocated as the solution to the fisheries prob- 
lem. This paper explores a variety of difficulties 
that should be anticipated with the application 
of an individual quota regime. It concludes that 
the individual quota should be considered with 
caution, as it is not a suitable management de- 
vice under many common conditions. Land 
Econ., Aug. 1986, 62(3), pp. 278-91. Simon 
Fraser University. 

Foster, William E., et a). — Distributional Wel- 
fare Implications of an Irrigation Water Sub- 
sidy 

The distributional welfare implications of a 
subsidy for irrigation water for California rice 
producers are analyzed. A more general equi- 
librium approach than that used in previous 
studies is taken in order to determine the effects 
of subsidy on consumers, subsidized producers, 
and unsuhsidized producers. The two impor- 
tant policy conclusions of the results are that 
unsubsidized producers bear part of the cost 
of a subsidy through lower prices, and that con- 
sumers (taxpayers) may gain by sponsoring in- 
creased production through a selective subsidy. 
Coauthors are Linda S. Calvin, Grace M. Johns, 
and Patricia Rottschaefer. A mer. J. Agr. Econ. , 
Nov. 1986, 68(4), pp. 778-86. University of Cal- 
ifornia, Berkeley. 

Fraser, Robert W. — On the Relationship be- 
tween Exploration and Extraction 
This paper examines the behavior of a risk- 
neutral mining firm facing resource stock uncer- 
tainty. The particular emphasis of the paper is 
on the relationship between the firm’s separate 
investment in the activities of exploration and 
extraction. The significance of this relationship 
is demonstrated in the context of its role in 
determining the effects of taxation policies on 
the firm’s overall investment. It is thus argued 
that the evaluation of such policies should incor- 
porate this relationship in order to be well for- 
mulated. Australian Econ. Pap., June 1986, 
25(46), pp. 135-43. University of Western Aus- 
tralia. 



Selected Abstracts 


Graham-Temasi, Theodore; Runge, C. Ford 
and Hyde, William F. — Foresight and Ex- 
pectations in Models of Natural Resource 
Markets 

This paper explains the implications of a 
Keynesian view of asset markets for natural re- 
source policy. It also attempts to clarify some 
traditional concepts such as option and quasi- 
option values in light of this perspective. The 
main conclusion is that when this approach is 
taken, the task of the resource economist is 
both complicated and enriched , Land Earn., 
Aug. 1986, 62(3), pp. 234-49. University of 
Minnesota; University of Minnesota; Duke 
University. 

Livingston, Marie Leigh and Miller, Thomas 
A. — A Framework for Analyzing the Impact 
of Western Instream Water Rights on Choice 
Domains: Transferability, Externalities and 
Consumptive Use 

Instream water rights have been legitimized 
in several Western states and the issue is being 
debated in others. Serious questions have been 
raised concerning the impact of instream water 
rights on the water rights system in general 
and the resulting implications for water alloca- 
tion. This paper introduces a framework for ana- 
lyzing the impact of instream water rights on 
(l) the transferability of existing rights, (2) the 
incidence of external costs and benefits, and 
(3) changes in the level of total consumptive 
use. When applied to site-specific cases, the 
model is useful in evaluating the economic 
trade-offs involved in changing the structure 
of water rights. Land Econ., Aug. 1986, 62(3), 
pp. 269-77. University of Northern Colorado 
and U.S.D.A.; Colorado State University. 

Long, Ngo Van and Sinn, Hans- Werner — Sur- 
prise Price Shifts, Tax Changes and Supply 
Behaviour of Resource Extracting Firms 
It is shown that a surprise increase in the 
current price (due to, say, a change in the tariff 
rate) may cause a resource firm to increase or 
decrease its current rate of extraction, depend- 
ing on its expectation at future changes in the 
price. The key parameters are the rate of price 
change in the absence of the surprise shock, 
the rate of interest, and the rate of change of 
die tax rates. Aurtnafisit Econ. tap . , Dec. 1965, 
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24(45), pp. 278-89- Australian National Univer- 
sity; University of Munich. 

MatuHch, Scott C. and Hanson, Jeffrey E. — 
Modeling Supply Response in Bioeconomic 
Research: An Example from Wildlife En- 
hancement 

This paper provides an overview of a problem 
endemic to bioeconomic analysis and environ- 
mental policy formulation: the absence of suit- 
able biological data to derive econometricaHy 
specified biophysical response surfaces and as- 
sociated cost functions. The analytical frame- 
work and empirical model presented in this pa- 
per illustrate a pragmatic, interim approach to 
piecing together response surface information 
and cost functions from available data and ex- 
pert opinion. A biological simulation model is 
combined with a nonlinear programming model 
to evaluate alternative wildlife enhancement 
[dans in a proposed irrigation project. Land 
Econ . , Aug. 1986, 62(3), pp. 292-305. Washing- 
ton State University. 

Plummer, Mark L. — Supply Uncertainty, Op- 
tion Price, and Option Value: An Extension 
In this article, the author extends previous 
work by A. M. Freeman (1985) in analyzing 
the value of a change in the probability that a 
public good will be supplied. It is shown that 
the sign of "supply-side’' option value, the dif- 
ference between the option price and the ex- 
pected consumer surplus associated with the 
probability change, depends on the relation be- 
tween the marginal utility of income and the 
provision of the public good. In addition, as 
first established by Freeman, the addition of 
demand-side uncertainty exacerbates a poten- 
tial ambiguity in the sign of option value. Land 
Econ., Aug. 1986, 62(3), pp. 313-18. Federal 
Trade Commission. 

Toman, Michael A. — "Depletion Effects" and 
Nonrenewable Resource Supply: A Diagram- 
matic Exposition 

While the theory of nonrenewable resource 
supply has advanced significantly in the past 
few years, studies based on the narrow "r per- 
cent rule” model of supply behavior continue 
to appear. This paper presents a simple dia- 
grammatic exposition of nonrenewable resource 
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supply theory that incorporates advances in the 
theory beyond the r percent rule, Tire diagram- 
matic framework emphasizes economic re- 
source scarcity stemming from the influence 
of depletion on costs; the influence of dynamic 
"user costs" that reflect this scarcity on supply 
decisions; and interactions between decisions 
to extract from and add to reserves. He frame- 
work is intended to provide fresh insights to 
those conversant with mathematical versions of 
the broader theory and to make this theory 
more accessible to nonexperts, Land Econ., 
Nov. 1986, 62(4), pp. 341-52. Resources for 
the Future, Washington, D.C. 

Young, Robert A.; Daubert, John T. and 
Morel-Seytoux, Hubert J. — Evaluating Insti- 
tutional Alternatives for Managing an Interre- 
lated Stream-Aquifer System 
Fanners relying on the South Platte River 
in northeastern Colorado for irrigation water 
have been found to be adversely affected by 
pumping from a groundwater deposit associated 
with the river. A simulation model of the hydro- 
logk— legal-former decision system is developed 
and employed to analyze several institutional 
alternatives for managing the system. The “ar- 
gumentation plan" approach recently devel- 
oped by the state was shown to yield highest 
net incomes under both normal water supply 
and drought scenarios while protecting the 
prior rights of river water users. Anticipated 
opportunity costs of ground water use are inter- 
nalized into pumpers’ decisions. Amer. J, Agr, 
Econ., Nov. 1986, 68(4), pp. 787-07, Colorado 
State University; Farm Credit Bank of Omaha; 
Colorado State University. 

788 Conservation and Pollution 

Adams, Richard M.; Hamilton, Scott A. and 
McCarl, Bruce A. — The Benefits of Pollution 
Control: The Case of Ozone and U.S. Agricul- 
ture 

The adverse effects of ozone and other air 
pollutants on crop yields are well documented. 
This paper reports on an assessment of the ben- 
efits to agriculture arising from reductions in 
ambient ozone pollution. Estimates are derived 
using recent plant science data as input for a 
spatial equilibrium model of U.S. agriculture. 

« — nf benefit estimates to biological and 


economic sources of uncertainty is also investi- 
gated . Results suggest that the benefits of a 
25 percent reduction in ambient ozone am sub- 
stantial, amounting to $1.7 billion. The robust- 
ness of these estimates varies across alternative 
assumptions concerning response data and ex- 
port markets. Amer. J. Agr. Econ., Nov. 1986, 
68(4), pp. 886-93. Oregon State University; 
Northwest Economic Associates; Texas AficM 
University. 

Bade, Sandra S. and Sappington, Alyson C. — 
Cross-compliance As a Soil Conservation 
Strategy: A Case Study 
The financial impacts of a hypothetical cross- 
compliance program were estimated for sev- 
enty-six formers in Gibson County, Tennessee. 
Several federal program benefits were com- 
pared to the least-cost method of achieving one 
of four different soil displacement limits to de- 
termine if the costs of voluntarily participating 
in a cross-compliance program were greater 
than the benefits. If cost sharing were available, 
formers would have a positive incentive to cross 
comply to five tons per acre per year on 57.3 
percent of all fields. This figure rises to 90.9 
percent compliance at twenty tons per acre per 
year. Amer. J. Agr. Econ., Nov. 1986, 68(4), 
pp 880-85. Virginia Polytechnic Institute and 
State University; Louisa Feed Service, Vir- 
ginia. 

Kolstad, Charles D. — Empirical Properties of 
Economic Incentives and Command-and- 
Control Regulations for Air Pollution Control 
Three fundamental issues appear to permeate 
the literature on the relative desirability of envi- 
ronmental regulations. One is the performance 
of economic incentives relative to command- 
and-control regulations. Within the class of eco- 
nomic incentives, there is die question of price 
controls (emission fees) versus quantity controls 
(marketable emission permits). A third issue 
concerns the spatial resolution of incentives. 
The purpose of this paper is to contribute em- 
pirical insight on these three issues through a 
case study of the "Four Comers” region of the 
Southwest United States. The authors present 
a model of regulatory design and industrial re- 
sponse for a variety of air pollution regulations 
and measure the welfare differences among reg- 
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illations in this applied setting. Land Econ., 
Aug. 1986, 62(3), pp. 250-68. University of Illi- 
nois- 

Livingston, Marie Leigh — Evaluating the Per- 
formance of Environmental Policy.- Contribu- 
tions of Neoclassical, Public Choice and Insti- 
tutional Models 

Three schools of thought are analyzed in 
terms of their proficiency in evaluating environ- 
mental policy. Neoclassical economics is not de- 
signed to compare alternative policies; institu- 
tions are assumed to be fixed. While the public 
choice model has descriptive relevance, the 
concept of efficient institutional change is seri- 
ously flawed and without concrete means to 
evaluate institutional alternatives. Institutional 
theory contains normative principles (notably 
problem solving and diversity) that are useful 
in identifying strengths and weaknesses in envi- 
ronmental policy. On these grounds Hie Envi- 
ronmental Impact Statement process is criti- 
cized in terms of institutionalized polarization, 
information misuse, and high decision-making 
costs. /. Econ. Issues, Mar. 1987, 21(1), pp. 
281-94. University of Northern Colorado. 

Ribaudo, Marc O. — Consideration of Offsite 
Impacts in Targeting Soil Conservation Pro- 
grams 

The offsite impacts of soil erosion should be 
considered in targeting regions for soil conser- 
vation programs. Regions where a reduction 
in erosion on agricultural land would improve 
water quality are identified and compared to 
regions targeted using onsite criteria. Differ- 
ences in the regions identified indicate that fail- 
ure to consider both onsite and offsite impacts 
may result in inefficient targeting. Land Econ., 
Nov. 1986, 62(4), pp. 402-11. U.S. Department 
of Agriculture, Washington, D.C. 

Sttderbaum, Peter W. O. — Environmental 
Management: A Non-traditional Approach 
The nature of environmental problems sug- 
gests that holistic and interdisciplinary ap- 
proaches to decision making are more fruitful 
than the “monetary reductionism” of conven- 
tional cost-benefit analysis. Among alternative 
approaches, positional analysis is explored in 
detail. It suggests a parallel study of monetary 


and nonmonetary impacts and resources, and 
is open also for nonmonetary pr incip le s of 
resource management. Other elements of the 
approach are systems thinking, a distinction 
between flows and positions (to clarify irrevers- 
ibilities and impacts upon future options), and 
a technique to identify and analyze interests 
affected. Conclusions are conditional and a 
more democratic role for the analyst is empha- 
sized. /. Econ. Issues, Mar. 1987, 21(1), pp. 
139-65. Swedish University of Agricultural Sci- 
ences, Uppsala. 

723 Energy 

Carlevaro, Fabrizso; Chase, Jean-Paul and 
Spierer, Charles — Les determinants de 
1’evolution annuelle de la oonsommation 
' d’energie en Suisse (The Determinants of the 
Evolution of the Annual Energy Consump- 
tion in Switzerland) 

This proposes a method to quantify the im- 
portance of the factors explaining the evolution 
of the demand for energy. The method is based 
on the causal explanation of this demand pro- 
vided by an econometric model that ties it to 
a stock of energy-using appliances and its inten- 
sity of use. An application to Switzerland, based 
on the model built at the University of Geneva 
for the Swiss Federal Energy Office, is pre- 
sented. This application shows the main role 
of economic growth and weather conditions on 
the growth erf the energy consumption in 1984. 
Schweiz. Z. Vdkswirtsch. Statist.. Mar. 1987. 
123(1), pp. 1-22 (French). University of Ge- 
neva. 

Tram, Kenneth E. and Strebel, Judi E. — En- 
ergy Conservation and Rebates in Commer- 
cial Food Enterprises 

State programs offer rebates to (food enter- 
prises for the installation of energy-saving de- 
vices. This paper estimates the impact of re- 
bates on the probability of installing a device 
and the resultant energy saving. Under reason- 
able ranges for energy costs and rates of return 
on devices, the benefits of a rebate program, 
calculated as the value of the energy savings 
that are attributable to the program, exceed 
the costs of the program and devices. Amerv 
J. Mr- Econ., Feb. 1987, 69(1), pp. 106-14. 
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University of California, Berkeley; University 
of California, Davis. 

800 Manpower; Labor; Population 

810 Manpower Training and Ai^ocation; 

Labor Force and Suftlt 

811 Manpower Training and Development 

Dickinson, Katherine P.; Johnson, Terry R. 
and West, Richard W. — The Impact of 
CETA Programs on Components of Partici- 
pants’ Earnings 

This paper provides the first estimates of the 
net impact of CETA participation on the compo- 
nents of CETA participants’ post-program earn- 
ings. Employing a sample of 1975 CETA en- 
rollees and comparison groups drawn from the 
March 1978 CPS using a nearest-neighbor 
matching technique, the authors estimate sta- 
tistically significant negative effects on men’s 
earnings and statistically significant positive ef- 
fects on women’s earnings. These results stem 
partly from the impact of CETA participation 
on the likelihood of being employed after leav- 
ing the program and partly on the program’s 
impact on hours worked and wages earned. Ind. 
Lab. Relat. Rev.. Apr. 1987, 40(3), pp. 430- 
41. SRI International; SRI International; Bat- 
telle. 

81$ Occupation 

Noether, Monica — The Crowing Supply of 
Physicians: Has the Market Become More 
Competitive? 

The stock of U.S. physicians at any point in 
time is modeled as a weighted average of the 
supply that a perfect cartel would produce and 
that would prevail under perfect competition. 
Estimation of a system of stock and income 
equations over the post- World War II period 
shows that, after holding constant demand and 
marginal cost conditions and accounting for 
gradual adjustment to changes in equilibrium, 
the weighting parameter has moved toward die 
competitive extreme since 1965. This rise in 
the degree of competition is estimated to have 
increased physician stock by 6 to 20 percent 
and concomitantly decreased medical incomes 
by 19 to 45 percent. /. Lab. Econ., Oct. 1986, 
— tr—Urai Trade Commission. 


Shaw, Kathryn L. — Occupational Change, Em- 
ployer Change, and the Transferability of 
Skills 

Occupational change is modeled as a function 
of the individual’s current quantity of occupa- 
tional investment, expected values of future in- 
vestment in alternative occupations, and the 
transferability of skills between occupations. 
Using the National Longitudinal Survey of 
Young Men, expected present values of income 
in alternative occupations are calculated as a 
function of proxies for skill transferability, occu- 
pational experience, and investment intensity. 
These present values are found to be significant 
determinants of occupational change, particu- 
larly for individuals with high employer tenure. 
These empirical results are a considerable im- 
provement over the modeling of change as a 
function of age and education. Southern Econ. 
J., Jan. 1987, 53(3), pp. 702-19. Camegie-Mel- 
k>n University. 

613 Labor Force 

Morton, John D. — BLS Prepares to Broaden 
Scope of Its White-Collar Pay Survey 
This article describes the expansion of the 
Bureau of Labor Statistics' National Survey of 
Professional. Administrative, Technical and 
Clerical Pay (PATC) to include all private ser- 
vices industries and smaller establishments. 
The expansion of survey coverage over the 
1986-87 period will enhance the usefulness of 
PATC findings for individual occupations and 
allow more detailed analysis of the effects of 
employment size and industry on white-collar 
pay levels. Additionally, the Bureau will con- 
duct test studies in 1987 to develop a broad- 
based national survey of salaries and benefits 
of white-collar workers. Mon. Lab. Rev., Mar. 
1987, 110(3), pp. 3-7. Bureau of Labor Statis- 
tics. 

Ransom, Michael R. — The Labor Supply of 
Married Men; A Switching Regressions 
Model 

According to the family utility function ap- 
proach, the labor supply functions of married 
men should differ according to whether tbei 
wives also work. In this paper the author explic 
My models die switching nature of labor suppl 
while also accounting for the endogeneity < 
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the labor force participation decision of the 
wife, using an endogenous switching regres- 
sions mode! based on the quadratic family util- 
ity function. The model is estimated from a 
cross section of 1,210 married couples from the 
Panel Study of Income Dynamics. J. Lab. 
Econ., Jan. 1987, 5(1), pp. 63-75. University 
of Arizona. 

Ross, Russell T. — Analysis of the 1980 Sydney 
Survey of Work Patterns of Married Women: 
Further Results 

Labor force participation, hours of work, and 
wage functions (reservation wage as well as mar- 
ket wage) are estimated in a second-generation 
static labor supply framework. Unique features 
of the study include the availability of direct 
data on previous market experience, a formula- 
tion of the impact of children on the participa- 
tion decision which permits testing for the pres- 
ence of economies of scale in childminding 
activities, estimation of the reservation wage 
function, and a data base which permits a dear 
distinction between earnings and other forms 
of income. Econ. Rec. , Sept. 1986, 62(178), pp. 
325-37. University of Sydney. 

830 Lasoh Markets; Public Policy 
821 Labor Economics 

Abowd, John M. and Card, David — Intertem- 
poral Labor Supply and Long-Term Employ- 
ment Contracts 

The authors compare the implications of a 
symmetric information contracting model and 
a dynamic labor supply model for changes in 
earnings and hours. A simple test is whether 
earnings changes are more variable than hours 
changes, as predicted by the labor supply 
model, or less variable, as predicted by the 
contracting model. The authors apply this test 
to two longitudinal surveys of adult men and 
find that earnings are somewhat more variable 
than hours for men who never change employ- 
ers. The estimates suggest that changes in earn- 
ings and hours not associated with survey mea- 
surement error occur at fixed wage rates. Amer. 
Econ. Rec., Mar. 1987, 77(1), pp. 50-68. 
Princeton University. 

Adams, James D. — Intertemporal Wage Varia- 
tion, Employment, and Unemployment 


A model of labor supply under uncertainty 
is developed, and comparative statics of current 
labor are carried out with respect to temporary 
and persistent wage change. This and a comple- 
mentary analysis of measurement error suggest 
that individual wage growth leads to downward- 
biased estimates of intertemporal labor substi- 
tution. An alternative strategy, namely, the use 
of short-lived industry wage pulses in place of 
individual wage growth, is free of the above 
biases. Findings presented in the paper support 
this point of view. These results also suggest 
that intertemporal substitution has been under- 
valued as a source of cyclical changes in unem- 
ployment. J. Lab. Econ., Jan. 1967, 5(1), pp. 
106-29. University of Florida. 

Berkovitch, Elazar — Implicit Labor Contracts 
• to Explain Turnover 

Aggregate data exhibit procyclical move.ment 
in the rate of turnover. However, existing mod- 
els of turnover have been unable to explain 
this phenomenon. In this model the author gen- 
erates turnover as an outcome of a second-best 
wage contract when there is asymmetry of infor- 
mation about workers' mobility costs. A wage 
contract that insures the “bad” f unlucky" I 
workers results in “good” (“lucky”) workers 
earning less than their marginal productivity. 
Therefore, good workers with low mobility 
costs leave the firm for the spot market wage. 
This, combined with an aggregate shock, results 
in a procyclical rate of turnover. J. Lab. Econ . , 
Pt. 1, July 1986, 4(3), pp. 341-54. Northwestern 
University. 


Buiow, Jeremy 1. and Summers, Lawrence 
H. — A Theory of Dual Labor Markets with j 

Application to Industrial Policy. Disc-rim ina- f 

tkm, and Keynesian Unemployment r 

This paper develops a model of dual labor 
markets based on employers’ need to motivate 
workers. In order to elicit effort from their 
workers, employers may find it optimal to pay 
more than the going wage. This changes funda- 
mentally the character of tabor markets. The 
model is applied to a wide range of labor market 
phenomena. It provides a coherent framework 
for understanding the claims of industrial policy 
advocates. It also can provide the basis for a 
theory of occupational segregation and discrimi- 
nation that will not be eroded by market forces. 
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Finally, the model provides the basis for a the* 
ory at involuntary unemployment. /. Lab. 
Econ., Pt. 1. July 1986, 4(3), pp. 376-414. Stan- 
ford University and National Bureau of Eco- 
nomic Research; Harvard University and Na- 
tional Bureau of Economic Research. 

Carmichael, H. Lome — Reputations for Safety: 
Market Performance and Policy Remedies 
This paper examines the provision of indus- 
trial safety in a competitive labor market under 
the assumption that it takes time for workers 
to learn about changes in safety levels at a firm. 
It is shown that safety will in general be under- 
provided and that in some cases government- 
enforced workmen’s compensation can bring 
improvements. The results hold even though 
in equilibrium all workers are prefectly in- 
formed about the level of safety prevailing at 
each firm and each is free to move to any firm 
he likes. J. Lab. Econ., Oct. 1986, 4(4), pp. 
458-72. Queen’s University. 

Coles, Jeffrey L. — Nonconvexity in General 
Equilibrium Labor Markets 
The classic case of nonconvexity in consumer 
opportunities is that of labor supply. While 
most studies of labor supply concentrate on the 
individual agent in partial equilibrium, this 
study considers general equilibrium. Hie au- 
thor shows that even with nonconvex consumer 
opportunities, such as those involved in the la- 
bor supply decision, the standard theorems of 
general equilibrium models still hold. J Lab. 
Econ., Pt. 1, July 1986, 4(3), pp. 415-37. Uni- 
versity of Utah. 

Dasgupta, Part ha and Ray, Debraj — Inequal- 
ity as a Determinant of Malnutrition and Un- 
employment: Policy 

This paper explores the policy implications 
that are obtained once it is recognized that at 
low nutrition intakes a person’s “productivity” 
is an increasing function of intake. In the con- 
text of a fully general equilibrium model it is 
shown that if aggregate assets in an economy 
are neither large nor small, certain patterns of 
Lorenz improving asset redistributions (or nu- 
trition transfers) increase aggregate output and 
reduce the volume of involuntary unemploy- 
ment and the incidence of undernourishment. 


Econ. ]., Mar. 1987, 97(385), pp. 177-88. Uni- 
versity of Cambridge; Indian Statistical Insti- 
tute. 

Gramm, Warren S, — Labor, Work, and Lei- 
sure: Human Well-Being and the Optimal 
Allocation of Time 

Analysis is based on interrelationships be- 
tween levels of well-being, the substance of 
consciousness, and a labor-work-leisure ratio. 
Employing the polar opposite relationship, 
each continuum reflects economic and social 
progress in historic-cultural movement from 
subsistance society based on physical labor, 
with consciousness dominated by material ne- 
cessities, toward the “high-consumption" soci- 
ety that incorporates (intellect) work and “cre- 
ative leisures” with consciousness reoriented 
to the “art of living. ” Argument builds on Abra- 
ham Maslow’s hierarchy of motivation; differen- 
tiation between production and consumption 
of necessities, amenities, and luxury goods; J. S. 
Mill’s stationary state; and strands of utopian 
thought. J. Econ. Issues, Mar. 1987, 21(1), pp. 
167-88. Washington State University. 

Hahn, F. H. — On Involuntary Unemployment 
This paper argues that on a proper definition 
of equilibrium "involuntary unemployment 
equilibrium” is a logically coherent concept. 
It then proposes two alternative routes of mod- 
eling the labor market (efficiency wage and 
“fairness”) which allows an equilibrium with in- 
voluntary unemployment. Econ. J., Supp. 
1987, 97, pp. 1-16. University of Cambridge. 

HalUwanger, John and Wakbnan, Michael — 
Insurance and Labor Market Contracting: An 
Analysis of the Capital Market Assumption 
In recent years a large literature has devel- 
oped that investigates the role of insurance in 
labor market contracting. Papers in this litera- 
ture typically assume that workers are com- 
pletely restricted from borrowing. The authors 
argue, and to some extent demonstrate, that 
in many environments capital market imperfec- 
tions do not lead to a no-borrowing result, 
rather to a capital market assumption interme- 
diate between the no-borrowing assumption 
and the perfect capital market assumptions. Hie 
authors consider some of the ramifications that 
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thii intermediate capital market assumption has 
on the type of insurance firms provide through 
die labor market contract. J. Lab. Econ., Pt. 
1, July 1986, 4(3), pp. 355-75. University of 
California, Los Angeles. 

Holmlund, Bertil — Centralised Wage Setting, 
Wage Drift and Stabilisation Policies under 
Trade Unionism 

This paper analyzes union behavior in a 
model with uncertainty about aggregate labor 
demand. When uncertainty is resolved, the la- 
bor market may be in excess demand or excess 
supply at the preset contractual wage. Wage 
drift occurs if excess demand is realized and 
the union's wage demand takes this into ac- 
count. Stabilization policy involves government 
hirings in good times and firings in bad ones. 
Public employment expansion in slumps in- 
creases the union’s wage demand. More sur- 
prisingly, a contraction of public employment 
in good times will also produce a higher contrac- 
tual wage. Oxford Econ. Pap. , July 1986, 38(2), 
pp. 243-58. FIEF, Stockholm. 

Hosios, Arthur J. — Layoffs, Recruitment, and 
Interfirm Mobility 

Contract and search theories are integrated 
to provide a consistent explanation of contract 
formation, the intertemporal structure of labor 
markets, the absence of ex post clearing, and 
thus of unemployment in a contractual setting. 
Self-fulfilling equilibria are described in which 
low-productivity firms lay off some workers, 
while high-productivity firms’ recruitment 
(search) intensity and the resulting degree of 
interfirm mobility are endogenous. The effects 
of severance pay on layoffs and mobility are 
identified. Finally, the market economy is 
shown to generate too few layoffs whenever 
high-productivity firms recruit new hires: with- 
out recruitment, 1 aid-off workers are immobile 
and equilibrium is constrained efficient. J. Lab. 
Econ., Oct. 1986, 4(4), pp. 473-502. University 
of Toronto. 

Howitt, Peter and McAfee, R. Preston — Costly 
Search and Recruiting 
A labor market model with costly search and 
recruiting is constructed. It incorporates many 
features found in other models and provides 


new insights into die effects of externalities and 
transaction costs. The model possesses a oontin- 
uum of equilibria, some of which may be Par- 
eto-ranked, with different rates of unemploy- 
ment. Despite the multiplicity of equilibria, 
comparative-statics results are obtained. Int. 
Econ. Rev.. Feb. 1967, 28(1), pp. 89-107. Uni- 
versity of Western Ontario. 

Hutchens, Robert — Delayed Payment Con- 
tracts and a Firm’s Propensity to Hire Older 
Workers 

There are Jobs for which firms employ older 
workers but tend not to hire new older workers. 
This may be attributable in part to implicit con- 
tracts that discourage worker shirking and mal- 
feasance by shifting compensation to the end 
of the contract. Such “delayed payment’’ con- 
tracts can introduce a form of fixed costs into 
the employment relationship. Muds as with hir- 
ing and training costs, these fixed costs lead 
firms to hire primarily young (long-term) work- 
ers. While firms employ older workers — work- 
ers who are serving out the bat years of their 
contract — they tend not to hire them. This pa- 
per presents empirical evidence dial is consis- 
tent with this argument. /. Lab. Econ.. Oct. 
1986, 4(4), pp. 439-57. Cornell University. 

Johnes, Geraint — Error Removal, Loss Reduc- 
tion and External Effects in the Theory of 
Strikes 

Four theories of industrial stoppages are pre- 
sented, which rationalize strikes by reference 
to improvements in information flows, direct 
pecuniary incentives to firms, and externality 
effects. The implications of the different models 
for patterns of bargaining and final settlements 
are derived, and policies appropriate for the 
resolution of each type of strike are discussed. 
Australian Econ. Pap . . Dec. 1985, 24(45), pp. 
310-25. University of Lancaster. 

Lang, Kevin — Pareto Improving Minimum 
Wage Laws 

By increasing the expected wage in low skill 
jobs, a minimum wage law can reduce the in- 
centive for low skill workers to imitate high 
skill workers in the signaling process. The pin 
from reduced investment in the signal can more 
than offset the loss from unemployment among 
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low skill workers so that total output increases. 
Moreover, with an appropriate poll tax on work- 
ers to compensate owners of capital, the law 
can make all workers and owners of capital bet- 
ter off. Econ. Inquiry, Jan. 1967, 25(1), pp. 
145-58. University of California, Irvine. 

Pissarkles, Christopher A. — Trade Unions and 
the Efficiency of the Natural Rate of Unem- 
ployment 

Decentralized wage setting in search equilib- 
rium models is inefficient because the meeting 
firm and worker ignore the dependence of Job - 
matching probabilities on the number of firms 
and worker engaged in search. This paper in- 
vestigates whether risk-neutral monopolistic 
unions will have an incentive to internalize this 
externality. The author finds that the external- 
ity will be internalized only if the union’s policy 
is chosen by unemployed persons. If employed 
persons influence union policy, both the union 
wage and unemployment will be too high. A 
tax on the union wage, combined with an em- 
ployment subsidy to firms, can correct this inef- 
ficiency. J. Lab. Econ., Oct. 1986, 4(4). pp. 
582-95. London School of Economics 

Shaffer, Sherrill L. — An Alternative Theory of 
Upward Sloping Age-Eamings Profiles 
Hie commonly observed increase of wages 
with experience cannot be entirely explained 
by increases in individual productivity over 
time. Several possible explanations of this feet 
have been advanced in the literature; this paper 
presents another. The Samuelsonian model 
(1975) of an unfunded social security system is 
adapted to show that, in an industry or sector 
with sufficient growth, there is an incentive for 
implicit transfers from junior or senior workers. 
Also discussed are possible market responses 
when growth rates turn negative. Australian 
Econ. Pap., June 1986, 25(46), pp. 118-21. 
Federal Reserve Bank of New York. 

Sparks, Roger — A Model of Involuntary Unem- 
ployment and Wage Rigidity: Worker Incen- 
tives and the Threat of Dismissal 
This paper analyzes a model that highlights 
I m pe r fect monitoring and the threat of dismissal 
as microeconomic underpinnings for the effi- 
ciency-wage hypothesis. The author’s major in- 


novation is to allow the rules for dismissal, as 
well as the wage, to be determined endoge- 
nously as the equilibrium of a Stackelberg game 
played between firms and workers. The key 
results are as follows: a nontrivial equilibrium 
(where positive output is produced) must in- 
volve involuntary unemployment in that em- 
ployed workers are strictly better off than are 
the unemployed; in addition, the equilibrium 
wage is rigid with respect to exogenous shifts 
in productivity. J. Lob. Econ. , Oct. 1986, 4(4), 
pp. 560-81. Purdue University and University 
of Essex. 

Strand, Jon — The Relationship between Wages 
and Firm Size: An Information Theoretic 
Analysis 

The paper derives a positive relationship be- 
tween the size of establishments and their aver- 
age wage levels, together with a continuous 
wage distribution, from a model where firm 
sizes are endogenous. A fraction of the workers 
are imperfectly informed from friends about 
firms’ wage strategies and the rest search among 
firms at random. The greater the share of work- 
ers that are informed, the higher is the average 
wage level and the smaller is the difference 
between firms' wage levels. Costly interfirm 
labor mobility is in general shown to be socially 
excessive. Int. Econ. Rev., Feb. 1987, 28(1), 
pp. 51-68. University of Oslo. 

Taylor, Mark P. — The Simple Analytics of Im- 
plicit Labour Contracts 
This paper outlines the development and ex- 
posits some of the central ideas of implicit con- 
tract theory using only basic mathematics 
(mainly Lagrangeans) and diagrams. Bull. Econ. 
Res., Jan. 1987, 39(1), pp. 1-27. Bank of En- 
gland, London. 

822 Public Policy; Bole of Government 
Borba, Philip S. and Appel, David— The Pro- 
pensity of Permanently Disabled Workers to 
Hire Lawyers 

Although a major objective of workers’ com- 
pensation insurance is to reduce financial and 
legal uncertainties, a significant proportion of 
workers’ compensation claimants with perma- 
nent injuries contest the benefit award. This 
analysis of a sample of 1,060 California workers 
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with permanent injuries suggest* that educa- 
tional level, union membership, the seriousness 
of the injury, and the availability to the injured 
worker of additional sources of income are all 
positively related to the propensity to hire an 
attorney. Also, injured workers satisfied with 
the employer's and insurer’s handling of the 
claim apparently are less likely than other work- 
ers to hire an attorney. Ind. Lab, Re lot. Rev. , 
Apr. 1987, 40(3), pp. 418-26. National Council 
on Compensation Insurance, New York. 

Nelson, Richard R. — State Labor Legislation 
Enacted in 1986 

This annual article summarizes labor legisla- 
tion enacted during 1966, by jurisdiction. Laws 
were enacted in many traditional labor fields, 
including minimum wage protection, collection 
of unpaid wages, child labor, collective bargain- 
ing, and employment discrimination. Important 
legislation was also adopted involving whistle- 
blower protection, prohibitions on the employ- 
ment of illegal aliens, asbestos abatement, and 
the emerging issues of regulation of workplace 
smoking and testing employees far drugs and 
AIDS. Mon. Lab. Rev., Jan. 1987, 110(1), pp. 
49-66. Bureau of Labor Statistics. 

Schumann, Richard E, — State and Local Gov- 
ernment Pay Increases Outpace Five-Year 
Rise in Private Industry 
Based on the Bureau of Labor Statistics’ Em- 
ployment Cost Index, wages and salaries in- 
creased by 36 percent in state and local govern- 
ments, while pay in the private sector increased 
27.9 percent during June 1981-86. Much of 
the difference in the size of wage changes be- 
tween the two sectors can be explained by dif- 
ferences in the industrial and occupational com- 
position of their work forces. The industrial and 
occupational groups which had the largest pay 
gains accounted for a higher proportion of em- 
ployment in state and local government than 
in private industry. Over the last eleven years, 
however, pay probably increased by about the 
same percentage in the two sectors. Mon. Lab. 
Rev., Feb. 1967, 110(2), pp. 18-20. Bureau of 
Labor Statistics. 

Smith, Robert Stewart — Greasing the Squeaky 
Wheel: The Relative Productivity of OSHA 
Complaint Inspections 


This paper questions the validity of allega- 
tions by the General Acco u nti n g Office in 1979 
that OSHA was then allocating more of its re- 
sources to investigating worker complaints than 
die quality of those complaints warranted. Spe- 
cifically, the author finds that exxn plaint-initi- 
ated inspections and “general schedule’* inspec- 
tions (those made on the basis of targeting 
criteria developed by OSHA) were similarly 
productive in uncovering safety violations in 
1977-79. The findings also suggest that the in- 
terindustry distribution of complaints closely 
matched the distribution of general schedule 
inspections, and complaints were not used by 
unionized workers as a weapon in negotiations. 
Ind. Lab. Relat. Rev., Oct. 1986, 40(1), pp. 
35-47. Cornell University. 

823 Labor Mobility; National and lalarnatianal 
Migration 

Boijas, George J. — Immigrants, Minorities^ 
and Labor Market Competition 
This paper investigates the extent of labor 
market competition among immigrants, minori- 
ties, and the native population. An analysis of 
1980 U.S. Census data reveals that immigrants 
tend to be substitutes for some labor market 
groups and complements for others. The elects 
of shifts in immigrant supply on the earnings 
of native-born men are, however, very small. 
On die other hand, increases in the supply of 
immigrants do have a sizable impact on the 
earnings of immigrants themselves: an increase 
of 10 percent in the supply of immigrants, for 
example, reduces the immigrant wage by about 
10 percent. Ind. Lab. Relat. Rev., Apr. 1967, 
40(3), pp. 382-92. University of California, 
Santa Barbara and National Bureau of Eco- 
nomic Research. 

Cymrot, Donald J. and Dunlevy, James A. — 
Are Free Agents Perspicacious Peregrina- 
tors? 

Hie perspicacious peregraiator model of Sol- 
omon W. Poiachek and Francis W. Horvath 
hypothesizes that individuals decide to migrate 
based on the size of potential grins. This model 
is tested using the migration dectskxts of Major 
League Baseball players b et we en 1977 mid 
1979. Potential gains are measured as the difcc- 



1720 


Journal of Economic Literature 


ence between earnings with and without migra- 
tion. A distinction is made between players eli- 
gible for free agency and those ineligible so as 
to account for differences in the level of compe- 
tition for players’ services in different segments 
of this market. Migration is found to be related 
to the expected gain from earnings for players 
eligible for free agency, but not for those ineligi- 
ble. Rev. Econ. Statist., Feb. 1987, 69(1), pp. 
50-68. Center for Naval Analyses, Alexandria, 
Virginia Miami University, Oxford, Ohio. 

Straubhaar, Thomas — The Determinants of 
Workers’ Remittances: The Case of Turkey 
This article examines the effectiveness of 
Turkish policies to attract emigrants’ remit- 
tances from West Germany towards Turkey in 
the period 1963-1982. The empirical model re- 
veals that incentives to attract remittances have 
not been very successful. Neither variations in 
exchange rates (i.e., premium exchange rates) 
nor changes in the real return of investments 
(i.e., foreign exchange deposits with higher re- 
turns) affected the flows of remittances toward 
Turkey, and the actual flow depended more 
on political stability than economic benefits. 
Wekwirtsch. Arch. 1986, 122(4), pp. 728-40. 
University of California, Berkeley. 

U4 Labor Market Studies, Wages, Employment 

Anderson, Kathryn H.; Butler, John S. and 
Sloan, Frank A. — Labor Market Segmenta- 
tion: A Cluster Analysis of Job Groupings and 
Barriers to Entry 

Labor market segmentation is analyzed using 
data from the University of Michigan Panel 
Study of Income Dynamics. Indices of job traits 
are created using GLS regressions of job charac- 
teristics on industry, occupation, and demo- 
graphic variables. A job is defined as a two- 
digit industry-occupation . Indices are used to 
choose the clusters of jobs with cluster analysis. 
Using a parametric test developed to determine 
when to stop agglomerating clusters, one large 
and one spuU job duster were detected. A sta- 
tistical fapti could not reject the hypothesis that 
the twqjpusters differed only randomly. Nosta- 
tisticwMdence is found of a segmented labor 
miflp Southern Econ, Jan. 1987, 53(3), 
pp. jpl-90. Vanderbilt University. 


Andrews, Martyn J. — The Aggregate Labour 
Market: An Empirical Investigation into Mar- 
ket-Clearing for the UK 
A two-equation model of the aggregate labor 
market is presented as part of a larger market- 
clearing macroeconomic framework, which is 
then estimated by a suitable subsystem estima- 
tor using annual data for the U.K., 1948-1979. 
Taken on their own theory — consistent esti- 
mates of both labor supply and labor demand 
are obtained. Hie maintained hypothesis that 
the market clears cannot be tested against a 
more general structural model within the 
framework presented; however, a test of the 
mode! against the data generation process sug- 
gests that the maintained hypothesis is untena- 
ble after 1966, which is confirmed by evidence 
of dynamic instability. E con. J., Mar. 1987, 
97(385), pp. 157-76. ESRC Macroeconomic 
Modelling Bureau, University of Warwick. 

Andrews, Martyn and Nickell, Stephen J. — A 
Disaggregated Disequilibrium Model of the 
Labour Marker 

This paper analyzes a number of disequi- 
librium models of the labor market. The most 
general of these assumes that the aggregate 
market consists of a series of submarkets, none 
of which are in excess demand, with the remain- 
der being in excess supply. Assuming demands 
and supplies have a common structure across 
markets, with a normal error, then it is possible 
to write aggregate employment as a nonlinear 
function of the common structure and the pa- 
rameters of the error distribution. Estimates 
of this model and various restricted versions 
of it are presented, including the standard run 
condition model and the equilibrium model. 
Oxford Econ. Pap. , Nov. 1986, 38(3), pp. 386- 
402. Warwick University; Oxford University. 

Atkinson, Scott E. and Tschirhart, John — Flex- 
ible Modelling of Time to Failure in Risky 
Careers 

Failure time models correcting for hetero- 
geneity are used to explain the length of partici- 
pation in a risky career. Using data from the 
National Football League, the authors first em- 
ploy a class of techniques which ignore unob- 
served heterogeneity; hence these methods im- 
pose severe restrictions on the estimated 
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hazard. The authors then examine a second 
class of techniques which correct for unobserv- 
ables and thereby allow greater flexibility in the 
estimated hazard. Within this second class, 
they find that the estimated hazard using the 
Burr-12 density is much more accurate than 
densities in the first class, which include the 
exponential and Weibull. They expect that this 
density could be employed to successfully ex- 
plain career duration in other high-risk, high- 
stress careers as well. Rev. Econ. Statist. , Nov. 
1986, 68(4), pp. 558-66. University of Georgia; 
University of Wyoming 

Barron, John M.; Blade, Dan A. and Loewen- 
stofa, Mark A. — Employer Size: The Impli- 
cations for Search, Training, Capital Invest- 
ment, Starting Wages, and Wage Growth 
An employer must choose a procedure for 
screening job applicants, a rate of hire, a train- 
ing program for new employees, a criterion for 
the retention of new employees after observing 
their on-the-job performance, a compensation 
package, and a rate of capital investment so as 
to minimize production costs across time. This 
paper examines the effects of employer size on 
these hiring and training decisions when larger 
employers have greater monitoring costs. A 
unique data set is employed to estimate the 
empirical relation among employer size and 
employer search, training, capital investment, 
and wages. J. Lab. Earn., Jan. 1987, 5(1), pp. 
76-89. Purdue University; University of Ken- 
tucky; Virginia Polytechnic Institute and State 
University. 

Bartel, Ann P. and Lich ten berg, Frank R. — 
The Comparative Advantage of Educated 
Workers in Implementing New Technology 
The authors estimate labor demand equations 
derived from a (restricted variable) cost function 
in which "experience" on a technology (proxied 
by the mean age of the capital stock) enters 
“non-neutrally." The specification of the under- 
lying cost function is based on the hypothesis 
that highly educated workers have a compara- 
tive advantage with respect to the adjustment 
to, and implementation of, new technologies. 
The empirical results are consistent with the 
implication of this hypothesis, that the relative 
demand for educated workers declines as the 


ages of plant and (particularly) of equipment 
increase, especially to BA D-intensive indus- 
tries. Rev. Earn. Statist., Feb. 1987, 69(1), pp. 
1-11. Columbia University. 

Beach, Charles M. and KalMd, S. F. — The 
Distribution of Unemployment Spells: Can- 
ada. 1978-82 

This paper empirically examines entire distri- 
butions of unemployment spells according to 
a novel duration-share approach based on dec- 
ile shares and Lorenz curves of unemployment. 
The approach is applied to a Canadian micro- 
data source akin to the Work Experience Sur- 
veys for the United States. Long-term unem- 
ployment accounts for a substantial portion of 
total weeks of unemployment, despite the short 
duntion of the average spell of unemployment, 
and the structure of unemployment spell distri- 
bution differs significantly by gender, age, edu- 
cation, and region. Ind. Lab. Rebtt. Rev., Jan- 
1987, 40(2), pp. 254-67. Queen’s University. 

Blundell, Richard; Ham, John and MegUr, 
Costas — Unemployment and Female Labour 
Supply 

The definition of labor force p art icipation in 
the standard labor supply model stands in sharp 
contrast to that used in compiling the labor 
force statistics. In standard labor supply mod- 
els, only those supplying positive hours of work 
are considered to be labor force participants. 
On Hie other hand, participation in the labor 
force statistics is often defined to indude not 
only those supplying positive hours but abo 
those actively searching for work. This paper 
is an attempt to reconcile these concepts and 
turns out to be a convenient way to enter de- 
mand side factors. The model is applied to the 
working behavior of married women in the 
U.K. Family Expenditure Survey. Econ. 
Supp. 1987, 97, pp. 44-64. University College, 
London; University of Toronto; University Col- 
lege, London. 

Brooks, Clive and Voflcer, Paul — The Probabil- 
ity of Leaving Unemployment: The Influence 
of Duration, Destination and Demographics 
This paper examines the influences of a num- 
ber of demographic characteristics end die du- 
ration of unemployment on the probability of 



1722 


Journal of Economic Literature 


leaving unemployment. This probability is 
found to decrease os the duration of unemploy- 
ment increases, with married females having 
the highest probability of exit. Various mea- 
sures of average completed duration suggest 
that the longest spells of unemployment are 
incurred by older males. Some relevant consid- 
erations are also explored in the paper. Econ. 
Rec , Sept. 1066, 62(178), pp. 296-300. Bureau 
of Labour Market Research, Canberra, Austra- 
lia. 

Brown, Martin and Philips, Peter — Competi- 
tion, Racism, and Hiring Practices among 
California Manufacturers, 1860-1882 
This paper examines Chinese men's partici- 
pation in four California industries in the late 
1800s to determine the relationship between 
product market structure and racist hiring prac- 
tices. Because white women, a traditional 
source of cheap labor, were scarce in post-Gold 
Rush California white employers hired Chinese 
men, despite widespread anti-Chinese racism. 
As white women became plentiful, the canning 
and woolen mills industries began to switch to 
them, whereas the more competitive shoe and 
cigar industries continued to employ Chinese 
men. Factors other than market structure, how- 
ever, resulted in particularly virulent anti-Chi- 
nese attitudes in the more competitive indus- 
tries. Ind. Lab. Relat. Rev., Oct. 1966, 40(1), 
pp. 61-74. Howard University; University of 
Utah. 

Card, David — Efficient Contracts with Costly 
Adjustment: Short run Employment Deter- 
mination for Airline Mechanics 
This paper presents an empirical analysis of 
firm-specific employment and wage outcomes 
for mechanics in the domestic airlines industry. 
A dynamic contracting model is presented that 
incorporates both costly employment adjust- 
ment and potential gaps between contract wage 
rates and the opportunity value of workers’ 
time. The model gives a useful description of 
die employment-output linkage in the data, but 
is less successful in capturing the dynamic rela- 
tion between employment, contract wage rates, 
and wage rates outside the airline industry. 
Amer. Econ. Rev. , Dec. 1966, 76(5), pp. 1045- 
71. Pri ncet o n University. 


Chapman, Bruce J. — Sex and Location Differ- 
ences in Wages in the Australian Public Ser- 
vice 

An empirical investigation of wage determi- 
nation in the Australian Public Service (APS) 
over the 1970s is undertaken, revealing that 
persons employed in Canberra, and males gen- 
erally, experienced salary advantages. Hie 
technique employed controls for education and 
length of time in both the labor force and the 
APS, and analyzes the same group of workers 
in 1969, 1974, and 1979. The location result 
did not vary substantially over the decade, but 
the female disadvantage was somewhat reduced 
from 1969 to 1974. It is demonstrated theoreti- 
cally that the use of the variable length of time 
in the labor force biases upwards the estimate 
of the male salary advantage, but a test of the 
proposition shows that measurement error of 
this type does not markedly affect conclusions. 
Australian Econ. Pap., Dec. 1985, 24(45), pp. 
296-309. Australian National University. 

Cohany, Sharon R. — Labor Force Status of 
Vietnam-Era Veterans 

In 1985, data were collected for the first time 
on the labor force status of men who actually 
served in Southeast Asia, distinguishing be- 
tween those with and without service-con- 
nected disabilities. The data confirm the precar- 
ious circumstances of disabled veterans, who 
were especially vulnerable to unemployment. 
Hie information is based on the Current Popu- 
lation Survey. In a supplement to the April 
1985 survey, men eighteen and older were 
asked about their service in the Armed Forces 
and whether they had a service-connected dis- 
ability. The supplement was cosponsored by 
the Veterans Administration and the two De- 
partment of Labor agencies — the Veterans Em- 
ployment and Training Service and BLS. Mon. 
Lab. Rev., Feb. 1987, 110(2), pp. 11-17. Bu- 
reau of Labor Statistics. 

Cdrdova, Efrtn — From Full-time Wage Em- 
ployment to Atypical Employment: A Major 
Shift in the Evolution of Labour Relations? 
Many observers are concerned that the 
steady increase in atypical forms of employment 
that dispense with contracts normally con- 
cluded under ordinary law may threaten the 
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jrinciples that have governed labor relations 
up to now and give rise to a proliferation of 
unregulated employment situations that will 
undermine the traditional system. Of equal 
xmcem is the fragile, provisional, and precari- 
jus nature of atypical forms of employment, 
with all that this implies for the worker- The 
author analyzes the changes taking place in the 
traditional model, their causes, the controver- 
sies they have created, and their repercussions 
on individual and collective labor relations and 
cm social security. Int. Lab. Roc,, Nov. -Dec. 
.986, 125(6), pp. 641-57.. Internationa] Labor 
Office. 

3olton, P. J. and Makepeace, C. H. — Sample 
Selection and Male-Female Earnings Differ- 
entials in the Graduate Labour Market 
The standard approach to measuring earnings 
differentials is extended to include a female par- 
ticipation decision, and die effects of sample 
election are analyzed. A substantial proportion 
of the earnings differential between men and 
women in the U K. graduate labor market can 
>e attributed to residual factors rather than at- 
tributes and characteristics. Womens’ earnings 
xrnld be as much as 18 percent higher if these 
actors were removed. A statistically significant 
sample selection effect is present, but its quan- 
itative impact on the measures of the residual 
differential is variable. The data are sufficiently 
comprehensive to justify wider academic inter- 
est. Oxford Econ. Tap., July 1986, 38(2), pp. 
317-41. University of Hull. 

Ihrenberg, Ronald G. and Sherman, Daniel 
R. — Employment while hi College, Aca- 
demic Achievement, and Postcollege Out- 
comes: A Summary of Results 
This paper uses panel data that cover the 
.972-79 period obtained from the National 
longitudinal Survey of the High School Class 
of 1972 to study how male students’ employ- 
ment while in college influences their academic 
lerfbrmance, persistence in school, decisions 
» enroll in gradaute school, and postcollege 
abor market success. Its analytic framework 
zeats in-school employment as endogenous and 
determines persistance by a comparison of ex- 
Mcted utilities. /. Hitmen Ret., Winter 1987, 
12(1), pp. 1-23. Cornell University; Federal 
rude Commission. 


Ehrenberg, Ranald G. and Smith, Robert g. — 
Comparable-Worth Wage Adjustment and 
Female Employment in the State and Local 
Sector 

This paper simulates the likely effects of a 
comparable-worth, wage-adjustment policy in 
the state and local sector on female employment 
in the sector. The simulation is based on esti- 
mates of within-occupation male/female substi- 
tution and across-occupation employment sub- 
stitution obtained using data from the I960 
Census of Population. J. Lab. Econ., Jan. 1967, 
5(1), pp. 43-62. Cornell University. 

Fuchs, Victor R. — His and Hers: Gender Dif- 
ferences in Work and Income, 1959-1979 
This paper describes changes in hours of wosk 
and income between 1959 and 1979 of women 
and men ages 25-64. It includes attempts to 
measure and value nonmarket production and 
leisure as well as market work, to take account 
of possible income sharing within households, 
and to allow for economies of scale in household 
production. The most important empirical re- 
sult is that, relative to men, women’s access 
to goods and services and leisure was lower in 
1979 than in 1959. Changes in hourly earnings, 
hours of work, and household structure con- 
tributed to this result. The sex differential in 
hourly earnings is explored in detail. J Lab. 
Econ., Pt. 2, July 1986. 4(3), pp. S245-72- Stan- 
ford University and National Bureau of Eco- 
nomic Research. 

Goldberg, Matthew S. and Warner, John T. — 
Military Experience, Civilian Experience, 
and the Earnings of Veterans 
This paper examines the effects of military 
experience and civilian experience on die earn- 
ings of veterans with the objective of determin- 
ing the substitutability of these two forms of 
experience for personnel receiving different 
types of military training. To perform the analy- 
sis, the Social Security earnings records of 
24,000 individuals who separated from military 
service in fiscal year 1971 were obtained far 
the period 1972-77. Analysis of these data re- 
veals that more military experience does In- 
crease subsequent civilian earnings, bat that 
the relative impact of military and civilian expe- 
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hence varies considerably by military occupa- 
tion category. /. Human Res., Winter 1987, 
22(1), pp. 62-81. Center for Naval Analyses; 
Clemson University. 

Hersoug, Tor; Kjaer, Knut N. and Redseth, 
Asbjorn — Wages, Taxes and the Utility-Max- 
imising Trade Union; A Confrontation with 
Norwegian Data 

This paper estimates a model of wage forma- 
tion where the central assumptions are: (1) ex- 
cept for a random error term, the aggregate 
wage level is determined by a single trade 
union; (2) union utility depends on the real dis- 
posable wage and on employment; and (3) firms 
determine employment and react to wage in- 
creases by reducing employment. The purpose 
is to see whether such a theory can be made 
operational and whether the model can be made 
to fit reasonably well with Norwegian data 
(1962-82). Results are mixed and do not give 
much support to the approach taken, but sev- 
eral possibilities for further refinement remain. 
Oxford Econ. Pap., Nov. 1986, 38(3), pp. 403- 
23. Oslo University. 

Inglis, Paul A. and Strom back, Thorsten — Mi- 
grants’ Unemployment; The Determinants of 
Employment Success 

This paper examines the influence of individ- 
ual characteristics on the chance of being unem- 
ployed. Most of the attention is focused on the 
characteristics specific to migrants: birthplace, 
period of residence, and proficiency in the En- 
glish language. The analysis is based on data 
from the 1981 Census. A migrant is less likely 
to be unemployed the longer he has been in 
Australia. The likelihood of being unemployed 
falls most during the first two years after arrival 
for all birthplace groups. Most of the higher 
unemployment rate for migrants relative to 
Australian- bom is due to the high chance of 
recently arrived migrants being unemployed. 
Econ. Rec., Sept. 1986, 62(178), pp. 310-24. 
Department of Employment and Industrial Re- 
lations, Canberra, Australia; Western Austra- 
lian Institute ofTechnology, Bentley, Australia. 

Maloney, Timothy J. — Employment Con- 
straints and the Labor Supply of Married 


Women: A Reexamination of the Added 
Worker Effect 

Little evidence is found to support the “con- 
ventional” notion of the added worker effect. 
The husband's unemployment has no measur- 
able impact on the wife’s actual hours of work. 
However, the constraint on his ability to supply 
hours of work to the labor market — not simply 
his unemployment — influences his wife’s labor 
supply. Furthermore, the observed hours of 
work of the wife may not accurately reflect her 
’’desired’’ hours of work. The wife’s labor supply 
is found to be positively associated with the 
unemployment and underemployment of her 
husband, and this added worker effect is esti- 
mated to be quite substantial. /. Human Res., 
Winter 1987, 22(1), pp. 51-61. University of 
Missouri. 

Butler, Richard J. and McDonald, James B. — 
Trends in Unemployment Duration Data 
A method of estimating the distribution of 
uninterrupted unemployment spells from ag- 
gregate unemployment data is outlined. The 
methodology does not impose constant individ- 
ual hazard rates and allows for heterogeneity. 
Characteristics of the distribution of unemploy- 
ment spells are then considered including haz- 
ard rates, measures of inequality such as Cini 
coefficients, and the fraction of total unemploy- 
ment associated with S weeks of unemploy- 
ment. The relationship between these char- 
acteristics and labor demand variables (CNP) 
and supply-side variables (transfer payments, 
unemployment insurance) is considered in or- 
der to better understand the relative role of 
short- and long-run unemployment. Rev. Econ. 
Statist., Nov. 1986, 68(4), pp. 545-57. Brigham 
Young University. 

van Opstal, Rocus and Theeuwes, Jules — Du- 
ration of Unemployment in the Dutch Youth 
Labour Market 

This paper is concerned with the specification 
and estimation of a one-state proportional haz- 
ard model to explain the duration of unemploy- 
ment in the Dutch youth labor market. Special 
attention is given explaining the unequal distri- 
bution of unemployment experiences among 
young labor force participants. The model is 
estimated using data from a 1984 national ran- 
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dom sample of young people unemployed in 
May and interviewed in October/November. 
It is found that the replacement ratio has no 
significant effect. The predicted youth wage on 
the other hand is significant. The paper also 
presents and compares different functional 
forms for modeling duration dependence and 
heterogeneity. De Economist, 1966, 134(3), pp. 
351-67. Central Planning Bureau, The Hague; 
Free University, Amsterdam. 

Sammartino, Frank ). — The Effect of Health 
on Retirement 

This article analyzes the influence of health 
on the timing of retirement. After reviewing 
the specific effects of the amendments on future 
retirement benefits, it presents a theoretical 
model of retirement timing that includes the 
influence of health and the effects of social secu- 
rity benefits. The author then reviews some 
recent empirical research on the role of health 
in the retirement decision, explores how health 
has been measured in these studies, and re- 
views the research on health and retirement 
that has explored differences in the effects of 
health based on occupation, race, and sex. The 
final section assesses research findings and 
draws some tentative conclusions. Soc. Sec. 
Bull., Feb. 1987, .50(2), pp. 31-47. Social Secu- 
rity Administration. 

Shank, Susan E. and Haugen, Steven E. — The 
Employment Situation during 1986: Job 
Cains Continue, Unemployment Dips 
This article provides civilian labor force data 
by sex, age, and race based on the Current 
Population Survey, and also provides the num- 
ber of employees on business payrolls, their 
average hours, and earnings based on the Cur- 
rent Employment Statistics program. It con- 
cludes that the labor market continued to im- 
prove in 1986, although at a slower pace than 
in the first two years of recovery from the 1981- 
82 recession. Civilian employment rose by 
about two million each in 1985 and 1986 while 
the unemployment rate continued to edge 
downward, reaching 6,9 percent in the second 
half of 1986. Virtually all of the job gains during 
1986 took place in the service-producing sector. 
Mon. Lab. Rev., Feb. 1987, 1/0(2), pp 3-10. 
Bureau of Labor Statistics. 


Slade, Frederic P. — Re tir ement and State De- 
pendence: A Longitudinal Study of Older 
Men 

This paper examines the rote of state depen- 
dence in explaining the retirement status of 
older men. Following from foe work of James 
Heckman and others, apparent and true state 
dependence are distinguished in a dynamic re- 
tirement model. Using a two year longitudinal 
sample of men aged 58 to 62 in 1969, a pp ar ent 
and true state dependence are controlled for 
through estimation of an error-components 
model and a retirement-transition model. The 
results indicate substantial evidence of state de- 
pendence. /. Lab. Earn , Jan. 1967, 5(1), pp. 
90-105. Rutgers University. 

Trivedi, P. K. and Hud, W. T. — An Empirical 
Study of Long-Term Unemployment in Aus- 
tralia 

The first part of this paper concentrates on 
modeling transitions out of unemployment us- 
ing aggregated gross flow data. Models are esti- 
mated using monthly transition probabilities for 
Mareh-Apri! 1984. This analysis produces evi- 
dence consistent with negative duration depen- 
dence but sheds no light on the role of macro- 
economic factors The second part focuses on 
this issue. A time-series analysis of the propor- 
tion of long-term unemployment, using data 
for four age and sex groups, provides evidence 
that a proportionately greater increase fat long- 
term unemployment in Australia in the 1970s 
has been associated with reduction in job avail- 
ability. J. Lab. Earn., Jan. 1987, 5(1). pp. 20- 
42. Australian National University. 

825 Productivity Studies: labor. C a p i t a l , and 
Total Factor 

Bemmels, Brian — How Unions Affect Pro- 
ductivity in Manufacturing Plants 
This study investigates several hypotheses as 
to how unions may affect productivity. Analysis 
of data from forty-six manufacturing plants for 
1982 indicates a negative union impact on pro- 
ductivity. The author finds evidence suggesting 
that unions reduce the effectivene s s of some 
managerial practices undertaken to increase 
productivity, and that a poor labor-manage- 
ment relations climate also reduces productiv- 
ity. These two factors account for almost 50 
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percent of die negative union impact. Ind. Lab. 
Met. Art),, Jan. 1987, 40(2), pp. 241-53. Uni- 
versity of Alberta. 

Estrin, Saul; Jones, Derek C. and Svejnar, 
Jan — The Productivity Effects of Worker Par- 
ticipation: Producer Cooperatives in Western 
Economies 

The paper presents econometric estimates of 
productivity effects of various forms of worker 
participation in Western producer coopera- 
tives. While the effects vary across institutional 
settings, the overall effect is found to be posi- 
tive. The positive effects are found most uni- 
formly with respect to profit sharing and, to a 
slightly lesser extent, individual capital (share) 
ownership and participation in decision making 
by workers. The size of individual worker loans 
to the co-op is unrelated to productivity, while 
collective capital ownership exhibits an insig- 
nificant or a negative productivity effect. ]. 
Camper. Econ., Mar. 1987, 11(1), pp. 40-61. 
London School of Economics; Hamilton Col- 
lege; University of Pittsburgh. 

Ichniowsld, Casey — The Effects of Grievance 
Activity on Productivity 
This study develops and tests a production 
(unction that includes a plant's grievance filing 
rate as a determinant of productivity. Applica- 
tion of that function to data on nine unionized 
paper mills for 1976-82 shows that the more 
grievances that were filed Jn a mill, the lower 
that mill’s productivity. Although this effect 
produced only small percentage changes in the 
productivity of these mills, these changes, the 
author argues, could result in much larger per- 
centage changes in the mill’s operating profits. 
Finally, one nonunion mill that had no griev- 
ance procedure proved to have significantly 
lower productivity than die nine union mills. 
Ind. Lab. Relat. Rev., Oct. 1966, 40(1), pp. 
75-89. Columbia University. 

Kemroe, David M. — Productivity Growth in 
Polish Industry 

Polish economists have long emphasized the 
need to increase factor productivity and enter- 
prise efficiency to shift from an extensive pat- 
tern of development. Both individual and joint 


factor productivity at the industrial branch level 
during die 1960-77 period are examined. Sev- 
eral industrial brandies experienced an in- 
crease in die rate of growth of joint factor pro- 
ductivity during the mid 1970s. It also appears 
that coproduction and licensing agreements 
have contributed to these increases, whereas 
greater than average growth rates of gross fixed 
capital had little impact. J. Camper. Econ., 
Mar. 1987, 11(1), pp. 1-20. Wichita State Uni- 
versity. 

Kibria, Muhammad G. and TisdeU, Clement 
A. — Productivity Progress Parameters for 
Manufacturing in an LDC: The Startup or 
Learning Phase in Bangladesh Jute Mills 
Uses power (unctions and linear ratio (unc- 
tions to measure productivity progress attribut- 
able to learning as a time-dependent phenome- 
non in the startup phase of spinning and 
weaving processes in individual Bangladeshi 
jute mills. In so doing, it provides evidence 
on the importance of learning-by-doing in man- 
ufacturing in an LDC, namely in the production 
of heavy and light yam and in the manufacture 
of sacking and hessian in Bangladesh. Austra- 
lian Econ. Pap., Dec. 1985, 24(45), pp. 370- 
79. Bureau of Industry Economics, Canberra; 
University of Newcastle. 

Knight, J. B. and Sabot, R. H. — Educational 
Policy and Labour Productivity: An Output 
Accounting Exercise 

Output accounting methods are used to mea- 
sure the effect of education on labor productiv- 
ity. Some of the drawbacks of this approach to 
estimating the contribution of education are 
overcome by exploiting a "natural experiment” 
(Kenya and Tanzania are similar in relevant re- 
spects except in their policies for secondary ed- 
ucation) and by introducing and measuring cog- 
nitive skills and reasoning ability as links 
between education and earnings. Hie greater 
quality of education and quantity of secondary 
education in Kenya are shown to have an impor- 
tant effect on earnings and productivity. The 
implication is that Tanzania might gain consid- 
erably from adopting Kenya’s educational 
policies. Econ. J., Mar. 1987, 97(385), pp. 
199-214. University of Oxford; Williams 
College. 



uAfuut Aus+i «u4 


1 Ml 


830 Tbadc Unionsi Cotucm Bakcaininc; 

Lakw-Manaccmkht Oiuhom 

Reynold*, Morgan — Labor Relations at die 
Shop Floor Level 

The view that a free economy and free society 
npoverish working people undergrids modem 
ivemment involvement in labor markets and 
rgal privilege for adversarial labor unions. This 
aper argues that most of the union difficulties 
uuiagers must cope with at the shop-floor level 
tern from a fundamental source, namely: the 
hitosophy of collectivism. The paper analyzes 
rage determination under personal and imper- 
ial conditions, public policy toward labor 
m tracts, and the role of businessmen in mak- 
ig labor markets operate more efficiently. 
tanagerial Dec. Earn., Mar. 1967, 6(1), pp. 
7-53. Texas A&M University. 

M Trade Unions 

ddison, John T. and Castro, Alberto C. — The 
Importance of Lifetime Jobs: Differences be- 
tween Union and Nonunion Workers 
The authors use CPS micro data to derive 
Itimates of retention rates and eventual life- 
me tenure probabilities for union and non- 
nion workers. Although both groups enjoy a 
msiderable degree of near-lifetime employ- 
icnt (defined as eventual tenure erf 20 + years 
1th the firm), union workers evince measur- 
rfy higher eventual tenure than their non- 
nion counterparts, especially among those 
1th lower current tenure. A separate analysis 
lggests that this outcome may result in part 
om better job matching for union than for 
onunion workers. The authors hypothesize 
at union workers enjoy an informational ad- 
in tage in the labor market. Ind. Lab. Relat. 
!«., Apr. 1987, 40(3), pp. 393-405. University 
South Carolina and University Regensburg, 
r est Germany; Universidade do Porto, Portu- 
nl. 

Siapoan, P. G. — Alternative Trade Union 
Objective Functions in the Theory of Wage 
Bargaining 

The paper concerns the appropriate specifica- 
on of the trade union objective function for a 
nkmized labor market. Particular attention is 
ven to the expected effect of changes in mem- 
ership size and the optimum wage. A summary 


of the comparative static propertie s of a number 
of different objective functions is given and, with 
the exception of membership changes, there 
are no dear differences. The paper also com- 
ments on the implications of simultaneous 
cha n g in g membership levels and demand 
changes. It is argued that the implications of 
such changes depend on the type of objective 
function. Manchester Sch. Econ. Soc. Stud., 
Dec. 1986, 54(4), pp. 367-79. University of 
Dundee, Scotland. 


Eberts, RandaW W. and Stone, Joe A. — 
Teacher Unions and the Productivity of Pub- 
lic Schools 

The authors examine the tide question using 
individual student data from the Sustaining Ef- 
fects Survey. Holding resources constant and 
using achievement gains on standardized tests 
as the measure of output, they find that union 
districts are 7 percent more productive for aver- 
age students. For die minority of significantly 
above- and be low -average students, however, 
nonunion districts are more productive by 
about the same margin, apparently because 
teacher unions reduce the use of specialized 
instructional techniques. This result supports 
the view that unions tend to standardize die 
workplace. Across ail students, the average 
union productivity advantage is 3 percent. Ind. 
Lab. Relat. Rev., Apr. 1987, 40(3), pp. 354- 
63. University of Oregon. 

Elfwood, David T. and Fine, Glenn — The Im- 
pact of Right-to-Work Laws on Union Orga- 
nizing 

Unlike most previous work, this paper exam- 
ines the effect erf right-to-work laws on flows 
into unionism through organizing rather than 
on the stock of unionism. Organizing offers a 
far more sensitive indicator of the situation of 
unionism and allows die use of both cross-sec- 
tional and time-series methods to explore the 
impact of the passage of a right-to-work law. 
The authors find that right-to-work laws have 
a sizable initial impact on organizing that decays 
over time. The effect bolds up even when one 
uses fixed weights and causality testa. /. Pate. 
Econ., Apr. 1967, 95(2), pp. 250-73. Harvard 
University; Dep artm ent of justice. 
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Hoyman, Michele M. and Stallworth, La* 
moot — Participation in Local Unions: A Com- 
parison of Blade and White Members 
This article compares the participation of 
Made and white union members in their local 
unions. Using more detailed measures of union 
participation than those employed in earlier 
studies, and focusing on members, not just 
leaders, the authors find little difference be- 
tween blacks and whites. This surprising result 
which contradicts previous studies showing less 
participation by blacks, holds even with con- 
trols for gender, salary, education, number of 
years’ memberships, the presence of friends in 
the union, the strength of a sense of efficacy, 
confidence in the ability to gain local union of- 
fice, and the liberalness of attitudes about civil 
limits. Ind. Lab. Relat. Rev. , Apr. 1987, 40(3), 
pp. 323-35. University of Missouri, St. Louis; 
Loyola University. 

Knight, Thomas R. — Tactical Use of the 
Union’s Duty of Fair Representation: An Em- 
pirical Analysis 

This paper presents the first empirical analy- 
sis of complainant behavior under the duty of 
fair representation. To partly explain the 
growth in fair representation cases, the author 
hypothesizes that some workers file representa- 
tion complaints for tactical purposes — to ac- 
quire bargaining power in the grievance process 
or inflict political damage on incumbent union 
officers. The distribution of complaints and 
complaint outcomes across individuals and lo- 
cals of one international union in British Colum- 
bia during 1975-83 supports the hypothesis. 
Hie author concludes that these results raise 
serious questions about the impact of the fair 
representation doctrine on unions’ effectiveness 
as bargaining agents. Ind. Lab. Relat. Rev., 
Jan. 1967, 40(2), pp. 180-94. University of Brit- 
ish Columbia. 

Manning, Alan — An Integration of Trade Union 
Models in a Sequential Bargaining Frame- 
work 

This paper aims to embed two popular mod- 
els of trade union behavior, the monopoly 
model and the efficient bargaining model, in a 
mote general fr a m e w ork. It does this by analyz- 
ing sequential bargaining models where wages 


are determined before employment and the 
power of the union in the two stages of the 
bargain differs. As well as finding that the mo- 
nopoly and efficient bargain models are special 
cases of this model, a new class of models is 
also discovered. This framework is used to 
analyze the relationship between union power 
and efficiency, the empirical analysis of trade 
unions, and the effects of trade union legisla- 
tion. Econ. ]., Mar. 1987, 97(385), pp. 121- 
39. Blrkbeck College, London. 

Maranto, Cheryl L. and Fiorito, Jack — The 
Effect of Union Characteristics on the Out- 
come of NLRB Certification Elections 
This paper examines the determinants of 
NLRB certification election outcomes in indi- 
vidual election units between 1972 and 1980. 
Particular emphasis is given to the role of 
national union characteristics in determining 
union success or failure. The authors find that 
union success in organizing both blue- and 
white-collar workers is influenced positively by 
union size and internal democracy and nega- 
tively by strike activity and the centralization 
of its decision making. Benefits provided di- 
rectly to members by unions significantly in- 
crease, and higher dues significantly reduce, 
white-collar organizing success, whereas the 
same factors have no significant effect on blue- 
collar organizing. Ind. Lab. Relat. Rev., Jan. 
1987, 40(2), pp. 225-40. University of Iowa. 

Masters, Marick F. and Delaney, John Tho- 
mas — Union Political Activities: A Review of 
the Empirical Literature 
The authors find that empirical research on 
unions' political activity since World War II 
has failed to answer many important questions. 
Not only have researchers neglected some is- 
sues outright, but disparate data sources and 
statistical methods, lack of a guiding theory, 
inconsistent findings, and hidden normative as- 
sumptions limit the general tzability of reported 
results. The review nevertheless confirms that 
union members and leaders often differ in polit- 
ical orientation, though the extent of disagree- 
ment varies across political issues. Also, unions 
apparently have been more successful at achiev- 
ing political objectives only weakly supported 
by their members than at achieving the objec- 
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tives their member* strongly support. Ind. Lab. 
Relat. Rev., Apr. 1987, 40(3), pp. 336-53. Uni- 
versity of Pittsburgh; Columbia University. 

Mefford, Robert N. — The Effect of Unions on 
Productivity in a Multinational Manufactur- 
ing Firm 

This paper examines unions’ effect on pro- 
ductivity in thirty-one plants of « multinational 
firm in 1975-82. The plants, 60 percent of them 
unionized, all used material-intensive, labor-in- 
tensive, low-technology methods. Estimation 
of a translog production function shows that 
unionization’s overall effect on productivity was 
positive. Specific findings are that unionization 
increased the capital-labor ratio and improved 
management performance but also raised the 
absenteeism rate. Because a net positive effect 
on productivity remains even when these chan- 
nels of union influence are controlled for, the 
author suggests that unionization may improve 
the labor relations climate or labor quality. Ind. 
Lab. Relat. Rev., Oct. 1986, 40(1), pp. 105- 
14. University of San Francisco. 

Misbel, Lawrence — The Structural Determi- 
nants of Union Bargaining Power 
This paper investigates the structural deter- 
minants of variation in union power across man- 
ufacturing industries. Using a pooled sample 
of unionized establishments from the Expendi- 
ture on Employee Compensation Surveys of 
1968-72, the author estimates wage equations 
augmented with measures of product market 
structure, bargaining structure, and the size 
distribution of unions. The results suggest that 
union wage gains are greatest where discretion- 
ary pricing power enhances employers’ ability 
to pay and where unions achieve high coverage, 
practice centralized bargaining, and avoid 
union fragmentation. On the other hand, cen- 
tralized bargaining provides no advantage in 
competitive industries. Ind. Lab. Relat. Rev., 
Oct. 1986, 40(1), pp. 90-104. Industrial Union 
Department, AFL-CIO. 

Schwochau, Susan — Union Effects on Job Atti- 
tudes 

This paper examines differences in the re- 
ported job satisfaction of union members and 
non members using a multiple equation model 


ItkJ 

that treats union m emb er shi p, wage rates, and 
reported sati sfa c tion as endogenously deter- 
mined. The result indicate that union members 
differ from nonmembers in how they assets 
their satisfaction with supervision, co work ers , 
and job content. Consistent with prior research, 
union members are found to report lower levels 
of satisfaction than nonmembers. Analyses of 
the effects of employer tenure and grievance 
procedures use lend only partical support to 
the " exit-voice” hypothesis as an explanation 
for these findings. Ind. Lab. Relat. Rev., Jan- 
1967, 40(2), pp. 209-24. State University of 
New York, Buffalo. 

Stewart, Marie B. — Collective Bargaining Ar- 
rangements, Closed Shops and Relative Pay 
This paper uses establishment-level data to 
examine the impact on union/nonunion pay dif- 
ferentials of die industrial relations setting in 
which bargaining takes place. The pre-entry 
closed shop is found to be of prime importance 
for the pay of both skilled and semiskilled man- 
ual workers. For skilled workers, and for semi- 
skilled workers in larger establishments, the 
differentials are found to be insignificantly dif- 
ferent from zero in the absence of a pre-entry 
closed shop. Earn. /., Mar. 1967, 97(385), pp. 
140-56. University of Warwick. 

83* Cofiecthe Bargaining 
Becker, Brian E. — Concession Bargaining; The 
Impact on Shareholders' Equity 
This analysis of bargaining settlements in 
1982-83 shows that, on average, shareholders 
in those firms that negotiated concessionary set- 
tlements enjoyed an 8 to 10 percent increase 
in the value of their holdings. The author inter- 
prets this result to mean not that the value of 
the firm increased, but rather that concessions 
enlarged the shareholders' portion of the firm’s 
value at the expense of the workers’ portion. 
On the other hand, concession bargaining doe* 
not seem to have reallocated business risk be- 
tween shareholders and labor. Ind. Lab. Relat. 
Rev., Jan. 1987, 40(2), pp. 268-79. Slate Uni- 
versity of New York, Buffalo. 

Bloom, David E. — E m pirical Models of Arbi- 
trator Behavior under Conventional Arbitra- 
tion 
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Analysis of a new set of data indicates that 
conventional arbitrators tend to mechanically 
comp ro mise between the parties’ final offers 
with virtually no evidence of systematic refer- 
ence to the facts of the cases. However, since 
there is a substantial amount of unexplained 
variance in die arbitrators' decisions, this evi- 
dence of mechanical compromise behavior 
should be viewed as characterizing the overall 
operation of conventional arbitration mecha- 
nisms and not die behavior of individual arbitra- 
tors in any particular case. Indeed, the results 
are consistent with the view that individual ar- 
bitrators pay close attention to the facts of the 
cases, but that there is considerable variation 
in the structure of different arbitrators' prefer- 
ence functions. flew. Econ. Statist., Nov. 1986, 
68(4), pp. 578-85. Harvard University and Na- 
tional Bureau of Economic Research. 

Carter, Colin, et al. — Agricultural Labor 
Strikes and Fanners’ Income 
This paper assesses the effectiveness of union 
strikes against agricultural industries. Various 
factors, including input substitution possibili- 
ties, create special challenges for union leaders. 
The authors develop the concept to a minimum- 
effective union and apply it empirically to the 
1979 California lettuce strike. To be effective, 
a union has to reduce producer profits below 
the prestrike level. In the lettuce strike case, 
producer profits were actually increased, not 
reduced. Coauthors are Darrell L. Hueth, John 
Mamer, and Andrew Schmitz. Econ. Inquiry, 
Jan. 1987, 25(1), pp. 121-33. University of Cali- 
fornia, Davis. 

Cranun, Cynthia L. — New Measures of the 
Propensity to Strike during Contract Negotia- 
tions, 1971-1960 

This paper presents new measures — by 
month, industry, and union— of the percentage 
of labor contract negotiations in the United 
States that result in a strike. The measures are 
derived from a single, comprehensive sample 
of 6,046 contract negotiations occurring in 
1671-80 in bargaining units of 1,000 or more 
workers. These data are superior to those used 
la previous studies because they measure strike 
probabilities (or propen si ties) directly rather 
than by proxy. The data show that strikes oc- 


curred in 13.25 percent of all negotiations ana 
lyzed, but this strike rate varied substantial] 
across years, industries, and unions. Ind. Lab 
Relot. Rev., Apr. 1987, 40(3), pp. 406-17. Cor 
nell University. 

Gunderson, Morley and MeUno, Angelo — Esti 
mating Strike Effects in a General Model 
Prices and Quantities 

Estimates of the effect of strikes on the pr 
duction, price, and purchases of North Ameri 
can automobiles are provided over the perkx 
1966-79. The estimates are based on a mode 
that reflects the decisions of both consumer 
and producers, and captures important inter 
temporal adjustments to allow for inventor 
buildup in anticipation of inventory depletioi 
during, and replacements after, a strike. Th< 
results indicate that consumers and producer 
rationally responded to the strike through a va 
riety of related intertemporal adjustment and 
while the initial effects can be quite pro 
nounced, the long-run effects are usually mini 
mal. J. Lab. Econ. , Jan. 1987, 5(1), pp. 1-1E 
University of Toronto. 

Lee, Barbara A. and Parker, Joan — Supervi 
so ry Participation in Professional Associa 
tions: Implications of North Shore Univmrsiti 
Hospital 

In NLRB v. North Shore University Hospital 
a circuit court prohibited a professional associa 
tion feom serving as a collective bargaining 
agent of a unit of registered nurses becaust 
the court found that statutory supervisors par 
ticipated in the association’s governance. Here 
the authors analyze the relevant case law; dis 
cuss earlier nursing representation cases; de 
scribe the responses of nurses’ professional as 
sodations to North Shore in three states; ant 
discuss the implications of North Shore and re 
lated decisions. They also propose an analytics 
model for the NLRB to follow in assessing tb« 
extent and seriousness of supervisory participa 
tion in a professional association. Ind. Lab 
Relat. Rev., Apr. 1987, 40(3), pp. 364-81. Rut 
gers University. 

Leeds, Michael A. — Bargaining as Search Be 
havior under Mutual Uncertainty 
This paper views bargaining as a bfUtera 
search process conducted by rational but in 
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completely informed agents. It is shown that 
one cannot generally predict how acceptable 
wages or wage proposals move during the 
course of a strike. The role of information and 
mechanisms that convey it are examined. The 
observation that wage proposals do converge 
is shown to be the result of exhaustible buffers 
that temporarily protect the bargaining agents. 
Southern Earn. ]., Jan. 1987, 53(3), pp. 677- 
84. Temple University. 

Rose, Joseph B. — Legislative Support For 
Multi-Employer Bargaining: The Canadian 
Experience 

This study appraises the laws adopted in the 
1970s by most provinces in Canada for the pur- 
pose of promoting stronger employer associa- 
tions and broader bargaining structures in the 
construction industry. The author finds that 
employer associations in construction are now 
more cohesive and less vulnerable to union 
whipsaw and leapfrog tactics, and the frequency 
of construction strikes has declined. On the 
other hand, other measures of strike activity, 
such as total days lost, increased following the 
legislative changes, and construction wages 
continued to rise as rapidly as in the late 1960s. 
Ind. Lab. Relat. Rev., Oct. 1986, 40(1), pp. 
3-18. McMaster University. 

Ruben, George — Labor-Management Scene in 
1986 Reflects Continuing Difficulties 
This annual article discusses the 1986 labor 
contract settlements in private industry and 
federal, state, and local bargaining units of 
1,000 workers or more. The focus of negotia- 
tions was on meeting competition, especially 
from foreign firms, in manufacturing, and from 
domestic firms in construction, telecommunica- 
tions, and transportation. Bargainers concen- 
trated on ways to restrain labor costs, increase 
productivity, and preserve jobs. New ap- 
proaches emerged, and longstanding bargaining 
patterns disappeared as both labor and manage- 
ment sought to adjust to the shifting conditions 
in all forms of economic activity, ranging from 
individual plants to entire industries. Mon. 
Lab. Rev., Jen. 1987, IKK D, PP 37-48. Bureau 
of Labor Statistics. 

SockeS, Donna — The Scope of Mandatory Bar- 
gaining: A Critique and a Proposal 


lidl 

This paper argues that the mandatory-per- 
missive distinction in the scope of the duty to 
bargain collectively should give way to a policy 
of classifying all lawful subjects as mandatory. 
The author shows that in recent applications 
of die distinction, many subjects of interest to 
labor have been declared exclusively within 
management’s control. She argues that the ra- 
tionales used by the NLRB mid die courts in 
these decisions are not compelling, and the 
mandatory-permissive distinction is even less 
convincing when its current application is com- 
pared to the criteria of an ideal scope of bargain- 
ing. Ind. Lab. Relat. Rev., Oct. 1966, 40(1). 
pp. 19-34. Columbia University. 

833 Labor-Management Relations 

Doe ringe r, Peter B.; Moss, Philip L and 
Terlds, David C. — Capitalism and Kinship: 
Do Institutions Matter in the Labor Market? 
This study examines the determination of em- 
ployment and pay on “capitalist” and “kinship” 
vessels in the New England fishing industry. 
Capitalist vessels resemble standard competi- 
tive firms in die way that employment and pay 
respond to changing market conditions; kinship 
vessels operate under work guarantees and in- 
come sharing rules. These differences in institu- 
tional rules lead to different patterns of income, 
employment, growth, and labor adjustment. 
The study shows how an understanding of the 
institutional structure of labor markets can con- 
tribute to the design of public policies to facili- 
tate adjustments to change and to promote in- 
dustrial growth. Ind. Lab. Relat. Rev., Oct. 
1986, 40(1). pp. 46-60. Boston University; 
University of Lowell and Institute for Employ- 
ment Policy. Boston University; Boston Univer- 
sity. 

Hetby, Lajos — New Developments in Collec- 
tive Forms of Work Organisation in Socialist 
Countries 

New forms of collective work orga nis a ti on in 
Eastern Europe are rapidly gaining ground as 
increased stress is laid on material incentives 
in an effort to improve labor productivity and 
enterprise efficiency. In Czechoslovakia and the 
U S S R., new-style brigades have created an 
additional source of income for their member s 
and the growing practice of d iffere ntial wage 
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distribution geared to performance has proved 
popular with the workers. In Hungary, semi- 
autonomous “work communities” within the en- 
terprises have devised innovative approaches 
to production and incentives. In discussing the 
background and determinants of these develop- 
ments, the differing perceptions of group work, 
and the relative merits of centralized and de- 
centralized methods of regulation, the author 
gives a critical appraisal of the results achieved. 
Int. Lab. Rev., Nov.-Dee. 1986, 125(G), pp. 
659-74. Institute of Labor Research, Hungarian 
State Office for Labour and Wages, Budapest. 

Voos, Paula B. — Managerial Perceptions of the 

Economic Impact of Labor Relations Pro- 
grams 

Managers of unionized Wisconsin firms were 
surveyed in 1984 concerning their companies' 
experiences with gainsharing programs, profit- 
sharing plans, employee stock-ownership plans, 
employee participation programs, joint union- 
management committees at the plant level, and 
community-wide union-management coopera- 
tion committees. Managers assessed gainshar- 
ing, profit-sharing, and participation programs 
as improving company performance more than 
the other types of programs. The local commu- 
nity cooperation committees were perceived as 
having no effect on firm performance. In d. Lab. 
Relat. Rev., Jan. 1987, 40(2), pp. 195-208. 
University of Wisconsin. 

840 Demographic Economics 
841 Demographic Economic* 

Abeysingbe, Tflek — Rising Needs and Falling 

Family Size: Implications from Marx on De- 
mographic Transition 

Man’s views of population growth and wage 
labor provides a useful framework to investigate 
die fertility decline experienced by the indus- 
trial world in an era of rising per capita incomes. 
It is argued here that die persistent increase 
in “social needs” (including skill needs) has 
compelled families to reduce their size by re- 
ducing die numbeT of surviving children borne. 
This is viewed as a survival strategy adopted 
by individual families in place of direct and or- 
ganized struggle for higher wages. Rev. Soc. 
Earn., Dec. 1666, 44(3), pp. 281-69. University 
of Manitoba. 


Becker, Gary S. and Tomes, Nigel — Human 
Capital and the Rise and Fall of Families 
This paper develops a model of the transmis- 
sion of earnings, assets, and consumption from 
parents to descendants. The model assumes 
utility-maximizing parents who are concerned 
about die welfare of their children. The degree 
of intergenerational mobility is determined by 
the interaction of this utility-maximizing behav- 
ior with investment and consumption opportu- 
nities in different generations and with different 
kinds of luck. The authors examine a number 
of empirical studies for different countries. Re- 
gression to the mean in earnings in rich coun- 
tries appears to be rapid. Almost all the earn- 
ings advantages or disadvantages of ancestors 
are wiped out in three generations. /. Lab. 
Econ., Pt. 2, July 1986, 4(3), pp. Sl-39. Univer- 
sity of Chicago and National Opinion Research 
Centre; University of Western Ontario and Na- 
tional Opinion Research Centre. 

Behrman, Jere R. and Taubman, Paul — Birth 
Order, Schooling, and Earnings 
Birth-order effects are posited by many to 
affect earnings and schooling. The authors show 
how such effects can be interpreted to shift ei- 
ther the earnings possibility frontier for siblings 
or parental preferences. The authors find em- 
pirical evidence for birth-order effects on (age- 
adjusted) schooling and on earnings for young 
U.S. adults, though the latter is not robust for 
all specifications. The examination of intra- 
household allocations suggests that these birth- 
order differences occur, despite parental pre- 
ferences or prices, by birth order favoring 
later-boms, apparently because of stronger en- 
dowment effects that favor firstborns. J Lab. 
Econ., Pt. 2, July 1986, 4(3), pp. S121-45. 
University of Pennsylvania. 

Hauser, Robert M. and Sewell, William H. — 
Family Effects in Simple Models of Educa- 
tion, Occupational Status, and Earnings: 
Findings from tbe Wisconsin and Kalamazoo 
Studies 

Among fraternal pairs from the Wisconsin 
Longitudinal Study (1980), tbe authors model 
tbe effects of measured and unmeasured family 
background factors, mental ability, mid school- 
ing on occupational status and earnings. The 
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models are estimated from incomplete data 
with oorrectioni for measurement error, and 
they permit direct comparisons of within- and 
be tween-family regressions. The authors find 
no evidence that the effects of family back- 
ground lead to a bias in the effect of mental 
ability on schooling or in the effects of schooling 
on occupational status or earnings. /. Lab. 
Econ., Pt. 2, July 1986, 4(3), pp. S83-115. Uni- 
versity of Wisconsin. 

Kearl, J. R. and Pope, Clayne L. — Unobserv- 
able Family and Individual Contributions to 
the Distributions of Income and Wealth 
This paper uses combinations of foil brothers, 
half brothers, and fathers and sons to measure 
the effect of common family background on a 
household’s income and wealth. Intraclass cor- 
relations of half brothers, compared to those 
for foil brothers, suggest that fathers play a 
dominant role in the transmission of the com- 
mon family effect. When unobserved back- 
ground is decomposed into individual and fam- 
ily effects, the individual effect dominates the 
family effect for income, while the family effect 
dominates the individual effect for wealth. /. 
Lob. Econ., Pt. 2, July 1986, 4(3), pp. S4B- 
79. Brigham Young University and National Bu- 
reau of Economic Research. 

Keeley, Michael C. — The Effects of Experi- 
mental Negative Income Tax Programs on 
Marital Dissolution: Evidence from the Seat- 
tle and Denver Income Maintenance Experi- 
ments 

This paper analyzes the effects of Negative 
Income Tax (NIT) Programs on marital stability. 
A household production model is used to show 
that the rate of marital dissolution should de- 
pend negatively on the increase in non labor 
income and positively on the decrease in the 
net (of tax) wage that is caused by an NIT. These 
hypotheses are tested employing an experimen- 
tal impact model dial uses data from the Seattle 
and Denver Income Maintenance Experi- 
ments. The empirical findings suggest that the 
rate of marital dissolution is sensitive to these 
parameters in a manner consistent with the hy- 
potheses. tnt, Econ . Rev., Feb. 1987, 28(1), 
pp. 241-57. Federal Reserve Bank of San Fran- 
cisco. 


Lam, David — The Dynamics of Population 
Growth, Differential Fertility, and Inequality 
This paper analyzes the effects of income dif- 
ferentials in fertility on Lorenz curves and stan- 
dard inequality measures. The role of intergen- 
e rational mobility is examined and incorpor ate d 
into counterfactual simulations based on Brazil- 
ian data. Two standard inequality measures 
move in opposite directions in both the steady 
state sod the transition in response to the elimi- 
nation of fertility differentials. The counterfae- 
tuals confirm the theoretical predictions of mis- 
leading intertemporal inequality comparisons 
in the presence of differential fertility. Amer. 
Econ. Rev.. Dec. 1986, 76(5). pp. 1105-16. 
University of Michigan. 

Schultz, Theodore W. — The Changing Econ- 
omy and the Family 

The reasons why the family is not fading away 
as an economic entity are discussed. The eco- 
nomic approach should be extended to deal 
with the effects of the life-span revolution; large 
secular shifts in relative prices and commodi- 
ties, durables, and services; changes in income 
components; and entrepreneurial ability of the 
family. What families do in distributing their 
endowments has less effect on the personal dis- 
tribution of endowments than have general in- 
creases in real per capita incomes, changes in 
the composition of income, and the increases 
in the ratio of income derived from human capi- 
tal relative to that derived from property. /. 
Lab. Econ., Pt. 2, July 1986. 4(3), pp. S278- 
87. University of Chicago. 

850 Human Cactal; Value of Human Lire 
851 Homan Capital; Value of Hnaua life 
Catsiapts, George — A Model of Educational In- 
vestment Decisions 

From a probit model of enrollments, esti- 
mates of the expected net present value of post- 
secondary education are developed for a sample 
of high school graduates, based exclusively on 
individual expectations of the relevant costs and 
benefits at the time of the enrollment decision. 
The results are very plausible and consistent 
with rate -of-re turn estimates from studies 
which rely on ex pert income data. This suggests 
that students have rational expectations and rel- 
atively good information about future employ- 
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moot opportunities and other factors which de- 
termine the return* to educational investment. 
Rev. Econ. Statist., Feb. 1967, 69(1), pp. 33- 
41. New York University. 

Cohn, Elchanan and Kiker, B. F. — Socioeco- 
nomic Background, Schooling, Experience 
and Monetary Rewards in the United States 
Using a selective sample from the 1977 Panel 
Study of Income Dynamics, the authors investi- 
gate the relations among schooling, job experi- 
ence, socioeconomic status (SES), IQ, and earn- 
ings in the United States. In contrast to the 
results for the United Kingdom reported by 
John Papanicolaou and George Psacharopoulos, 
we find no interaction effect on earnings be- 
tween schooling and SES. A positive interaction 
effect on earnings, however, is found between 
experience and SES. Introducing IQ in the 
analysis leaves the above-mentioned results un- 
changed. It is argued that differences between 
the U.S. and the U.K. might be due to cultural 
and labor-market factors. Economica, Nov. 
1986, 53(212), pp. 497-503. University of South 
Carolina. 

Contisk, John — Notes on Mincer's Log-Earn- 
ings Model 

In his famous human capital model, Jacob 
Mincer provides assumptions under which a 
worker's annual log-earnings are a function of 
years of schooling and years of experience. The 
function has the important property, widely in- 
voked in empirical studies, that its derivative 
with respect to schooling equals the rate of re- 
turn to the schooling investment. It is shown 
here that some of Mincer's assumptions are not 
needed for the property to hold, but that other 
assumptions carry troublesome hidden implica- 
tions. Econ. Inquiry, Jan. 1987, 25(1), pp. 165- 
74. University of California, San Diego. 

Prais, S. J. — Educating for Productivity: Com- 
parisons of Japanese and English Schooling 
and Vocational Preparation 
The high technical quality and reliability of 
Japanese manufactures raises questions of how 
the training and education of their workforce 
differs from Britain’s. The standards reached 
by Japanese 15-18 year-olds in their technical 
and vocational secondary schools — and the 


number of pupils reaching them • are described 
In this paper and compared with Britain, as 
well as the standards reached in mathematics 
during compulsory schooling until 15. This pa- 
per follows earlier studies of German and 
French schooling and vocational preparation 
(see National Institute Economic Review, Au- 
gust 1983, February and May 1985, and May 
1986). Sat. Inst. Econ. Rev., Feb. 1987, (119), 
pp. 40-56. National Institute of Economic and 
Social Research, London. 

Rumberger, Russell W. — The Impact of Sur- 
plus Schooling on Productivity and Earnings 

This article examines the impact of surplus 
schooling on individual productivity and earn- 
ings, proposing a model that divides workers' 
education into two components; education that 
is required and thus folly utilized in the job, 
and education that exceeds the amount re- 
quired and may be underutilized in the job. 

It tests the model with data from the Quality 
of Working Life Surveys and estimates required 
schooling from estimates by job incumbents and 
the Dictionary of Occupational Titles. The re- 
sults show that surplus education is rewarded 
at a lower rate than required education, with 
the return dependent on the type of job. /. 
Hum. Res., Winter 1987, 22(1), pp. 24-50. 
Stanford University. 

900 Welfare Programs; Consumer 
Economics; Urban and Regional 
Economics 

910 Weltabe, Health, and Education 
911 General Welfare Program* 

Moffitt, Robert — Historical Growth in Partici- 
pation in Aid to Families with Dependent 
Children: Was There a Structural Shift? 

The dramatic increase in the growth rate of 
the caseload of the U.S. Aid to Families with 
Dependent Children program in the late I960* 
and early 1970s— -commonly called the “welfare 
explosion” — is examined. An analysis of the 
time-series and cross-section data indicates that 
changes in neither benefit levels, labor market 
conditions, nor characteristics of recipient* can 
explain the explosion; hence there was a “struc- 
tural shift.” It is speculated that the explosion 
resulted from reductions in the stigma of wel- 
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fine receipt and from eased el lability restric- 
tion*. /. Pott Keynesian Earn., Spring 1967, 
9(3), pp. 347-63. Brown University. 

PlotaJdk, Robert D. — An Interest Group 
Mode] ot Direct Income Redistribution 
An interest group model of the determinants 
of policies which directly redistribute income 
to low income persons is developed and tested. 
The model assumes that altruistic taxpayers, 
nonal truistic taxpayers, and needy beneficiaries 
form separate interest groups from which politi- 
cians seek support. Benefit levels depend on 
variables such as taxpayer income and the price 
of benefits but, unlike median voter models, 
the model also implies a role for interest group 
strength and competition between political par- 
ties. Die author uses latent variable, methods 
and data on the Aid to Families with Dependent 
children program to demonstrate empirical 
support for the model. Rev. Econ Statist . , Nov. 
1986, 68(4), pp. 594-602. University of Wash- 
ington. 

913 Economics of Health (including medical 
subsidy programs) 

Branch, E. Raphael — Comparing Medical 
Care Expenditures of Two Diverse U.S. Data 
Sources 

This article examines the cost of health care 
to consumers, exclusive of financing by other 
parties — referred to as direct payments for per- 
sonal health care or out-of-pocket expenditures 
or medical care. As part of the evaluation pro- 
Dess, data from the BLS Consumer Expenditure 
Survey (CE) are compared with those from the 
Vational Health Accounts (NHA). The CE and 
the NHA are constructed for different purposes 
and, hence, use different estimation methods. 
The CE focuses on family spending and is the 
major source for out-of-pocket data by demo- 
Graphic groups. The NHA focuses on national 
aggregate expenditures for all health care by 
categories and sources of financing. Mon. Lab. 
fleo.. Mar. 1987, 110(3), pp. 15-18. Bureau of 
-abor Statistics. 

Pauley, Stephen Day — The Time Price of 
Medical Care 

An econometric model is used to impute the 
value of time in the demand for medical care 


for members of a prepaid group practice medi- 
cal care program. Separate estimates are ob- 
tained fin-: (1) individuals who were employed 
full time, (2) housewives, and (3) time associated 
with taking children to a doctor. For individuals 
who were employed foil time, the estimate was 
dose to the median wage rate. Sick leave was 
estimated to substantially reduce the value of 
time. It was concluded that ignoring die time 
price of medical care may result in misleading 
s tati s tic al analysis and mistaken policy recom- 
mendations. Rev. Earn. Statist., Feb. 1967, 
69(1), pp. 59-66. Seaver College. Pepperdine 
University. 

Lamberton, C. E.j EBingsoa, W. D. and 
Spear, K. R. — Factors Determining the De- 
mand for Nursing Home Services 
Private and Medicaid supported demands for 
nursing home use in a rural state were esti- 
mated using need as well as economic variables. 
Economic variables were significant only in the 
private demand market, which was found to 
be price inelastic. Income elasticity was uni- 
tary. Need variables such as access to physician 
services or home health visits were significant 
in both markets. Medicaid supported demand 
was greater in more rural areas. The models 
also suggest that continued urbanization and 
retention of population will tend to reduce de- 
mand for nursing home services in a rural state. 
Quart. Rev. Econ. Bus., Winter 1986. 26(4). 
pp. 74-90. South Dakota State University; 
South Dakota State University; North American 
Equitable Life Assurance. 

Peltzraan, Sam — Regulation and Health: The 
Case of Mandatory Prescriptions and an Ex- 
tension 

The effect of requiring consumers to obtain 
prescriptions for pharmaceuticals is examined 
for a sample of middle-income countries. In 
countries enforcing the requirement, infectious 
disease mortality is no lower and poisoning mor- 
tality is higher than in those not enforcing the 
requirement. A broader measure of govern- 
ment intervention, public expenditures on 
health relative to GDP, is shown to have mod- 
erately adverse effects on overall life expec- 
tancy. Managerial Dec. Ec on.. Mar. 1967, 6(1), 
pp. 41-46. University of Chicago. 
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Yeas, Martynas A. — Recent Trends In Health 
near die Age of Retirement: New Findings 
from die Health Interview Survey 
This article examines whether, as assumed, 
an increase in life expectancy should be accom- 
panied by increasing age-specific health rates. 
A review of the literature shows that die health 
changes to be expected from the recent mortal- 
ity decline are unclear. Data are examined for 
groups aged 62-67 and 55-70 in the period 
1960-81. A variety of measures of limitation, 
medical care utilization, and subjective health 
showed similar trends. Health generally de- 
clined during the first part of the period, but 
die trend, if any, was much less clear for more 
recent years. However, simple linear projec- 
tions of health status change may be misleading. 
Soc. Sec. Bull., Feb. 1987, 50(2), pp. 5-30. 
Social Security Administration. 

915 Social Security 

Cox, J. F. — Economic Growth and Income 
Support Policy in Australia 
This paper examines the growth in welfare 
spending in Australia over the 20 years from 
the early 1960s to die early 1980s. The levels 
of benefit and high tax rates implicit in the tax 
and social security systems are shown to create 
disincentives over wide ranges of private in- 
come. More generous levels of benefits had a 
modest but significant part in the growth of 
unemployment since 1970. The efficiency costs 
of meeting society’s distributional objectives 
can be minimized by targeting assistance to the 
most needy and by the careful use of income 
testing. Earn. Rec., Sept. 1986, 62(178), pp. 
268-85. Economic Planning Advisory Council, 
Canberra, Australia. 

Lopez, Eduard A. — Constitutional Background 
to the Social Security Act of 1935 
The Social Security Act contained provisions 
to help those persons most affected by the Great 
Depression — a national old-age insurance pro- 
gram for the elderly and a system of nationally 
uniform State unemployment programs for 
those without jobs. Although the Act was passed 
by overwhelming majorities in both Houses of 
Congress, there was concern that the Supreme 
Court would declare the programs unconstitu- 


tional. This article discusses the social security 
cases and the issues that preceded die Court’s 
decision to uphold those provisions. It gives 
an overview of the constitutional background 
to the Social Security Act of 1935. Soc. Soc. 
Bull., Jan. 1987, 50(1), pp. 5-11. Social Security 
Administration. 

Packard, Michael D. — Income of New Dis- 
abled-Worker Beneficiaries and Their Fami- 
lies: Findings from the New Beneficiary Sur- 
vey 

According to the Social Security Administra- 
tion's New Beneficiary Survey, the 1982 me- 
dian monthly incomes of disabled workers who 
came cm the social security disability rolls from 
mid-1980 to mid-1981 were less than $500 if 
they were unmarried and less than $1,300 if 
they were married. Social security benefits 
were the most important source of income for 
disabled workers and their families, accounting 
for 40 percent of total family income of married 
disabled workers and 65 percent of income for 
die unmarried. Earnings accounted for 28 per- 
cent of income for married disabled-worker 
beneficiaries, but only about 3 percent for the 
unmarried. Soc. Sec. Bull., Mar. 1987, 50(3), 
pp. 5-23. Social Security Administration. 

Rocklin, Sarah G. and Mattson, David R. — 
The Employment Opportunities for Disabled 
Americans Act: Legislative History and Sum- 
mary of Provisions 

This article describes die legislative history 
of the Employment Opportunities for Disabled 
Americans Act and contains a summary of the 
provisions of the new law. The intent of this 
legislation is to enhance die work incentives 
for the disabled and blind under the supple- 
mental security income (SSI) law. The law 
makes permanent and improves section 1619 
of the Social Security Act, provisions that were 
enacted as a temporary demonstration project 
in 1980. These provisions encourage disabled 
and blind individuals who are eligible for SSI 
benefits to make work attempts by providing 
special SSI payments and Medicaid coverage 
while they do so. Soc. Sec. Bull., Mar. 1967, 
50(3), pp. 25-35. Social Security Administra- 
tion. 
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fll Econo mi c* of Law and Crime 
Centner, Terence J. end Wetntetn, Mkhid 
E. — Reducing Moral Hazard Associated with 
Implied Warranties of Animal Health 
Implied warranties convey information re- 
garding animal health to livestock buyers. Stat- 
utory implied warranties also indude insurance 
coverage for a warranty breach which removes 
buyers’ incentives to mitigate possible damages 
when a warranty is breached. Nonmitigation 
of damages created the problem of moral haz- 
ard, which led livestock sellers to seek legisla- 
tive exemptions abrogating implied warranties. 
A theoretical analysis of the possible inefficien- 
cies associated with legislative exemptions 
adopted by twenty-five states is provided, and 
partial insurance is suggested as an alternative 
to the legislative shift in liability. Amer. /. Agr. 
Econ., Feb. 1987, 69(1), pp. 143-50. University 
of Georgia. 

Lang, Kevin and Bell, Duran — An Economic 
Model of the Intake Disposition of Juvenile 
Offenders 

In Becker’s model, punishment is not con- 
strained by a normative "socially acceptable” 
level. Roy Carr-Hill and Nicholas Stem (1979) 
show that the justice system requires a concept 
of “appropriate’’ punishment which places ei- 
ther an upper bound on punishment or a cost 
of deviating from the "appropriate” penalty. 
The authors estimate the social loss function 
implicitly minimized by police intake officers' 
processing of juvenile offenders. The calculation 
of social cost appears to ignore both the private 
costs of punishment and the seriousness of the 
crime. This suggests that concepts of rights and 
appropriate penalties affect decisions and pro- 
vide a nonbinding upper bound on punishment. 
J. Public Econ., Feb. 1987, 32(1), pp. 79-99. 
University of California, Irvine. 

Vitcusi, W. Kip — The Risks and Rewards of 
Criminal Activity: A Comprehensive Test of 
Criminal Deterrence 

Whereas previous analyses of criminal deter- 
rence have focused on the effect of criminal 
enforcement on crime rates, this study analyzes 
the existence of compensating differentials for 
criminal pursuits. Analyzing the risk-rewards 
trade-off, this approach represents a more com- 
prehensive test of the criminal deterrence hy- 


pothesis. The sample consisted of black inner- 
city youths who reported their p ar ticip a tion, 
income, and setf-assessed risks from crime. The 
risk premiums for tbe three principal adverse 
outcomes (arrest, conviction, and prison) consti- 
tuted between one-half and two-third* of all 
crime income on the average, providing strong 
support for the criminal deterrence hypothesis. 
J Lob. Econ., Pt. 1, July 1986, 4(3), pp. 317- 
40. Northwestern University and National Bu- 
reau of Economic Research. 

017 Economics of Minorities} Economics of 

wt - - _» . * . »«- 

L/uCnSUnBQOll 

Corcoran, Mary E. and Courant, Paul N. — 
Sex-Role Socialization and Occupational Seg- 
regation: An Exploratory Investigation 
This paper explores the possibility that differ- 
ences in the pre-labor market treatment of men 
and women (boys and girls) may lead to differ- 
ences in tastes and talents at the level of the 
labor market, thus accounting for some of the 
unexplained gap between male and female 
earnings- Three examples of such phenomena 
are explored, and in all three cases the results 
tend to confirm the basic idea drat sex-differ- 
ences in characteristics that are relevant in the 
labor market arise in part from socialization and 
training of boys and girls drat is oriented to- 
wards maintenance of traditional sex roles. /. 
Post Keynesian Econ., Spring 1967, 9(3), pp. 
330-46. University of Michigan. 

Datcher-Loury, Linda — Racial Differences in 
the Stability of High Earnings among Young 
Men 

The proposition drat there is a large and 
growing black middle class is a major tenet of 
much recent work on black economic progress. 
This paper examines one aspect of middle-class 
status for black families, namely, tbe stability 
of high earnings among young male household 
heads. It finds that while such men are much 
less likely to have high earnings than are their 
white counterparts, there are only small racial 
differences in the stability of high earnings over 
time. J. Lob. Econ., Pt. 1. July 1986, 4(3), pp. 
301-16. Tufts University. 

Fiseber, Charles C. — Toward a More Com- 
plete Understanding of Occupational Sex 
Discrimination 
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Institutional theories of occupational sex dis- 
crimination are methodologically superior to 
other such theories. Hie institutional methodol- 
ogy is well suited for exploring questions critical 
to occupational sex discrimination, which other 
theories beg: the dynamic feedback relation- 
ships among the sources of occupational sex dis- 
crimination, the ways in which individuals in- 
teract with their environment, and the cultural 
foundations of male-female socioeconomic dis- 
tinctions. Yet, there are parts of this puzzle 
that none of our theories explain. An interdisci- 
plinary approach is needed. Institutionalism, 
with its emphasis on interactive open systems 
analysis, is well suited for taking the lead in 
the development of an integrative model of oc- 
cupational sex discrimination. /. Econ. lames, 
Mar. 1987, 21(1), pp. 113-38. Pittsburg State 
University, Kansas. 

Williams, Walter E. — How Business Tran- 
scends Politics 

Hie paper states the importance of the free 
market in combating racial prejudice through 
the ability to offer compensating price differen- 
tials. As such, required withdrawal of U.S. firms 
from South Africa would have a negative effect 
on race relations in South African workplaces. 
Managerial Dec. Econ., Mar. 1987, 8(1), pp. 
15-20. George Mason University. 

Yinger, John — Measuring Racial Discrimina- 
tion with Fair Housing Audits: Caught in the 

Act 

A survey technique called a "fair housing au- 
dit” provides a direct measure of racial discrimi- 
nation in housing. This paper examines the 
econometric issues raised by audit data, mea- 
sures die discrimination uncovered by a 1981 
Boston study, and tests hypotheses about the 
causes of discrimination. The estimated level 
of discrimination is high: Black housing seekers 
are told about 30 percent fewer available bous- 
ing units than are whites. The hypothesis tests 
indicate that die primary cause of this discrimi- 
nation is that housing agents illegally promote 
their economic interests by catering to the racial 
prejudice of their current or potential white 
customers. Amer. Econ. Rev., Dee. 1986, 76(5), 
pp. 881-90. Syracuse University. 


MO Consume* Economics 

Ml Consumer Economics) Levels and Standards 
of Living 

Akordo, Eduard A. and Johnson, Lester W. — 
An Alternative Approach to the Specification 
of Approximate Demand Systems 
A new methodology is proposed that can be 
used to derive approximate demand systems 
with more advantageous properties than those 
currently available, e.g., the basic Rotterdam 
model. It provides a solution to the problems 
caused by the Rotterdam fixed coefficient par- 
ameterization and introduces a model with 
clearly defined aggregation properties. Prelimi- 
nary results of an empirical test of the model, 
using well documented alcohol demand data, 
suggests that further work on the new model 
is warranted. Australian Econ. Pap., Dec. 
1985, 24(45), pp. 380-93. Macquarie Univer- 
sity. 

Bewley, Ronald and Young, Trevor — Applying 
Theil’s Multinomial Extension of the Linear 
Logit Model to Meat Expenditure Data 
One of the chief drawbacks of the multinomial 
extension of the linear logit model is that, after 
the standard linearization, the parameters 
which are directly estimated have no obvious 
economic meaning. This paper presents alter- 
native transformations which facilitate interpre- 
tation. In one linearization the estimated coeffi- 
cients will be elasticities at a selected data point 
such as the mean. In another form, the coeffi- 
cients will be Slutsky parameters. The latter 
version is chosen for an empirical analysis of 
the demand for meat in Great Britain. A num- 
ber of issues concerning the model’s error struc- 
ture and dynamic specification are discussed. 
Amer.J. Agr. Econ., Feb. 1987, 69(1), pp. 151- 
57. University of New South Wales; University 
of Manchester. 

Coondoo, Dipankor and Majumder, Amita — 
A System of Demand Equations Based on 
Price Independent Generalized Linearity 
This paper proposes a static demand system 
of the Price Independent Generalized Linearity 
(FIGL) class of J. Muellbauer. The primary mo- 
tivation for this is to um the plausible nonlinear 
income responses displayed by the PIGL in 
empirical analysis. The performance of the pro- 
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posed system is compared empirically with 
those of the Almost Ideal Demand System and 
a modification of die simple Nonadditive model 
of A. S. Deaton. The results bring out the in* 
adequacies of Hie PICL specifications in captur- 
ing fully the nonlinearity of income responses 
implicit in the repeated cross-sectional Indian 
consumption data used in the empirical work. 
Int. Econ. Rev., Feb. 1987, 28(11 PP- 213-28. 
Indian Statistical Institute, Calcutta. 

Cos, Thomas L. and WoMgenant, Michael 
K. — Prices and Quality Effects in Cross-sec- 
tional Demand Analysis 
A conceptual clarification of the sources and 
meaning of cross-sectional price variability is 
used to motivate a theoretical and econometric 
framework for the estimation of cross-sectional 
demand functions. Quality effects are distin- 
guished from supply-related price variability to 
identify cross-sectional demand for disaggre- 
gated food commodities. An empirical applica- 
tion using data from the 1977-78 Nationwide 
Food Consumption Survey indicates that pa- 
rameter differences resulting from a failure to 
adjust cross-sectional prices for quality effects 
are likely to be small for relatively homogenous, 
disaggregated food commodities. Amer. J. Agr. 
Earn., Nov. 1986, 68(4), pp. 908-19. University 
of Wisconsin; North Carolina State University. 

Franklin, David L.; Harrell, Marlefouis W. 
and Leonard, Jerry B. — Income Effects of 
Donated Commodities in Rural Panama 
Analyses of food expenditure data from rural 
households in Panama showed that the marginal 
propensity to consume food out of additional 
income in the form of donated food is not differ- 
ent than the marginal propensity to consume 
food out of money income for households partic- 
ipating in the Veraguas supplemental funding 
program. These results suggest that take-home 
food programs can have significant income-me- 
diated impacts on the acquisition of food, and 
accordingly, food supplementation programs 
should be designed to maximize the income 
value of the donated commodities in terms of 
prices prevailing in the local markets. Amer. 
J. Agr. Earn., Feb. 1867, 69(1), pp. 115-22. 
Sigma One Corporation. Raleigh, North Caro- 
lina. 


Hamersnesh, Daniel S. and MendA, Pad 
L. — Planned and Unplanned Bequests 
The authors distinguish between bequests 
that are planned as part of a lifetime optimiza- 
tion process and those that are the unplanned 
result of errors in forecasting the date of death. 
Given the initial endowment, a positive relation 
between the bequest and the planning horizon, 
and a negative relation between unexpectedly 
long life and the bequest is expected. A unique 
data set on wealthy decedents and their parents 
provides measures of expected horizons based 
on parents’ longevity. Both predictions are con- 
firmed, and there is an especially large and sig- 
nificant positive relation between the bequest 
and the length of the planning horizon. Earn. 
Inquiry, Jan. 1967, 25(1), pp. 55-66. Michigan 
State University. 

Koho sl d, Mary F. — An Empirical Analysis of 
Intertemporal and Demographic Variations 
in Consumer Preferences 
Analysis of consumer demand behavior typi- 
cally focuses on either the cross-sectional di- 
mension or takes a time-series approach The 
former ignores intertemporal changes in prefer- 
ences, and the latter ignores differences in pref- 
erences among different groups of consumers. 
In this study two identically defined cross sec- 
tions of expenditures data are used to estimate 
a nonhomothetic demand system for food at 
home for three demographic groups. The re- 
sults indicate that both demographic and inter- 
temporal differences in preferences are signifi- 
cant, and that the method of incorporating 
demographic variables into the estimation is 
also important. Amer.J. Agr. Earn., Nov. 1986, 
68(4), pp. 894-907. Bureau of Labor Statistics, 
Washington, D.C. 

Kooreman, Peter and Kapteyn, Arie — A Dis- 
aggregated Analysis of the Allocation of Time 
within the Household 

In this paper the authors estimate a model 
of the allocation of time within the household 
using data that allows them to distinguish be- 
tween a large number of time uses. The model 
is explicitly derived within a utility maximisa- 
tion framework and con be estimated by rela- 
tively simple two-step estimation procedures. 
The model provides a natural framework to teat 
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implications of the more restrictive models of 
Reuben Gronau (1977, 1980) and John Graham 
and Carole Green (1984). /. Polit. Earn. , Apr. 
1987, 95(2), pp. 225-49. Tilburg University. 

Koddcoff, Laurence J.; Shoven, John and Spi- 
vak. Avia — The Effect of Annuity Insurance 
on Savings and Inequality 
Hus paper examines the amount of precau- 
tionary savings and wealth inequality arising 
from life-span uncertainty by comparing saving 
behavior under perfect insurance arrangements 
with that .arising under imperfect arrange- 
ments, namely, when longevity risk can be 
pooled only with members of one’s own family. 
The central findings of the paper are: (1) per- 
fecting insurance arrangements can lower sav- 
ings in intergenerationally altruistic and life-cy- 
cle economies and (2) in altruistic economies 
perfecting annuity insurance can influence in- 
equality; indeed, in the long run in the model, 
switching from imperfect family insurance to 
perfect insurance can mean the difference be- 
tween absolute inequality and absolute equal- 
ity. J. Lab. Econ., Pt. 2, July 1988, 4(3), pp. 

S 183-207. Boston University and National Bu- 
reau of Economic Research; Stanford Univer- 
sity and National Bureau of Economic Re- 
search; Ben Gurion University, Israel. 

Mason, Charles and Butler, Clifford — New 

Basket of Goods and Services Being Priced 

in Revised CPI 

As part of the Consumer Price Index (CPI) 
revision, effective for January 1987 data, the 
market basket of goods and services priced for 
die measure has been updated to reflect 
changes in consumer spending. The revised 
CPI uses a market basket based on 1982-84 
buying patterns. In addition, new definitions 
of some expenditure categories in the CPI are 
introduced. This article describes how the mar- 
ket basket is constructed and compares the new 
basket with the previous one (1972-73). 
Changes in consumption since the last revision 
are examined with respect to developments in 
prices, demographics, and other variables 
which may explain observed market basket dif- 
ferences. Mon. Lab. Rev. Jan. 1967, 110(1), 
pp. 3-22. Bureau of Labor Statistics. 


Pearce, I. F. and Thomas, S. H. — Personal 
Savings and Transactions Balance Changes 
In this paper the authors draw attention (1) 
to the role of contractual saving via life fends 
in the definition of personal savings and (2) to 
the appearance of transactions balance changes 
in recorded data when inflation is present. Us- 
ing quarterly U.K. data for the period 1963- 
82, they estimate a simple model, which is both 
theory and data consistent: changes in noncon- 
tractual savings are dominated by transaction 
balance changes, and other economic variables 
that frequently appear in savings and consump- 
tion studies are found to be unimportant. Man- 
chester Sch. Econ. Soc. Stud . , Dec. 1986, 54(4), 
pp. 380-90. University of Southampton, En- 
gland. 

Poliak, Robert A. and Wales, Terence J. — 
Pooling International Consumption Data 
Pooling consumption data from different 
countries for demand system estimation is at- 
tractive because it increases both sample size 
and the range of variation of relative prices and 
income. The major objection to pooling is that 
different countries may have different demand 
system parameters. This paper proposed and 
estimates specifications that permit pooling 
while allowing both short-run and long-run de- 
mand systems to differ across countries. Using 
data from Belgium, the United Kingdom, and 
the United States, the authors find that, al- 
though pooling was accepted for some pairs of 
countries and some specifications, it was re- 
jected for most. They conclude that caution is 
appropriate in pooling Internationa] consump- 
tion data. Rev. Econ. Statist., Feb. 1987, 69(1), 
pp. 90-99. University of Pennsylvania; Univer- 
sity of British Columbia. 

Senauer, Ben; Sahn, David and Alderman, 
Harold — The Effect of the Value of Time on 
Food Consumption Patterns in Developing 
Countries: Evidence from Sri Lanka 
This study shows that the opportunity cost 
of women’s time can affect household food con- 
sumption patterns in developing countries. De- 
mand equations for rice, bread, and the ratio 
of bread to total cereal consumption are esti- 
mated for urban Sri Lankan households. The 
demand specification, which is based on the 
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“New Household Economics,’’ includes as ex* 
planatory variables the woman’s estimated 
market wage and the household's “full income,” 
and alternatively “observed income.” Wages 
are estimated using the Heckman (1076) proce- 
dure to correct for sample selection bias. Amer. 
J. Agr. Econ., Nov. 1986, 68(4), pp. 980-27. 
University of Minnesota; International Food 
Policy Research Institute, Washington, D.C.; 
International Food Policy Research Institute, 
Washington, O.C. 

Smolensky, Eugene, et aL — An Application of 
a Dynamic Cost-af-Living Index to the Evalu- 
ation of Changes in Social Welfare 
Increasing real income has not been accom- 
panied by increasing public satisfaction. Simul- 
taneously, there have been large unexplained 
shifts in demand functions which, when trans- 
lated into a real welfare index, support the 
widely perceived malaise. Economists have not 
explained these shifts in demand patterns, 
hence there is no explanation of the malaise. 
This paper offers some conjectures, which can 
be tested using more comprehensive real in- 
come measures. Empirical estimations of a 
complete demand ssytem by adding price data 
to a pooled sample of households permit the 
authors to do what earlier studies could not 
do: derive true cost-of-living indices from cross- 
section data. Coauthors are David Bet son, 
Myung-Hoon Lee, and Jacques van der Gaag. 
J. Post Keynesian Econ., Spring 1987, 9(3), pp. 
364-80. University of Wisconsin. 

Starck, Christian C. — Indexation and House- 
hold Saving Behavior: Some Empirical Evi- 
dence from Finnish Data 
This paper utilizes data from Finland con- 
cerning indexed deposit accounts to produce 
empirical evidence on the effects of indexation 
on the saving behavior of households. Findings 
support the view that the hedging ability of a 
folly indexed asset in the presence of inflation 
uncertainty causes reallocation through a hedg- 
ing demand towards a larger share of the in- 
dexed asset. This conclusion seems fairly robust 
with respect to various proxies for household 
wealth, modification of the basic model, and 
estimation methods. Saving through banks are 
positively affected but not the savings ratio in 


general. Weltwirtsch. Arch., 1966, 122(4), pp. 
713-27. Bank of Finland. 

KM UaaxN Economics 
931 Urban Ecow do and Fafalic Potfcy 
Erickson, Rodney A. mid Woflover, David 
R. — Local Tax Burdens and the Supply of 
Business Sites in Suburban Municipalities 
The purpose of this study is to examine die 
effects of local household tax burdens and other 
community attributes on the supply of business 
sites made available by local municipalities. A 
model of community site supply is tested in 
which municipalities trade-off increased fiscal 
benefits from business location and reductions 
in enviornmental quality that accompany indus- 
trial and commercial development. This trade- 
off is embodied in municipal zoning decisions. 
Empirical analysis of industrial and commercial 
zoning in two rapidly growing suburban coun- 
ties of the Philadelphia metropolitan area pro- 
vides considerable support for the tenets of 
community site supply theory. J. Reg. Sd., 
Feb. 1987, 27(1), pp. 25-37. Pennsylvania State 
University; Naval Air Systems Command, 
Washington, D.C. 

832 Housing Ecoiwtei 

Alien, Paul R.; Shilling, James O. and Sir- 
nuuu, C. F. — Contracting Contingencies and 
Single- Family House Prices 
This paper investigates the relationship be- 
tween single- family house prices and contin- 
gent terms in contracts. Since contingencies 
create uncertainty, the market should exact a 
price premium. The results indicate that the 
contracting for property rights affects house 
prices in the predicted ways. Econ. Inquiry, 
Jan. 1987, 25(1), pp. 159-64. Louisiana State 
University. 

Jud, G. Donald and Bennett, D. Gordon — 
Public Schools and the Pattern of Intraurban 
Residential Mobility 

This paper examines the influence of school 
quality and student racial composition hr shap- 
ing the pattern of intraurban migration. The 
first section develops a model of intraurban mi- 
gration. The second section tests the model us- 
ing data from a survey of recent homebuyer* 
in Charlotte, North Carolina. Next, the model 
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is reestimated using data on school enrollment 
changes in Los Angeles County, California. The 
final section summarizes relevant findings. In 
both Charlotte and Los Angeles, the academic 
quality of public schools is found to be a signifi- 
cant factor in shaping the pattern of intraurban 
mobility, and this effect appears to be indepen- 
dent of school racial composition. Land Econ . , 
Nov. 1986, 62(4), pp. 362-70. University erf 
North Carolina, Greensboro. 

Rfltzer, Erast — Mieterschutz und Wohnungs- 
markt. Die MietpreisbeschrSnkung im 
schweizerischen Missbrauchsbeschluss (Ten- 
ant Protection and the Rental Housing Mar- 
ket. The Regulation of the Prices of Rental 
Housing in the Swiss Legislation against 
Abuses) 

Based on a theoretical analysis, all legislation 
which is effectively influencing the prices of 
rental housing has, in the longer run, effects 
upon several variables.- maintenance level, fre- 
quency of change of tenants, vacancy rate, hous- 
ing shortage, duration of life (rf apartment 
houses, frequency of demolitions, housing den- 
sity, mobility of tenants, and volume and prices 
of newly constructed houses, among others. 
Whether the Swiss legislation against abuses 
really has these effects is not evident a priori, 
but has to be confirmed by empirical evidence. 
A first examination of available data does not 
seem to contradict the hypothesis of a certain 
effectiveness. Schweiz. Z. Volkswirtsch. Stat- 
ist., Mar. 1987, 123(1), pp. 23-45 (German). 
BrOckreutiweg 64, 3110 MQnsingen, Switzer- 
land. 

Schwartz, Seymour L; Zorn, Peter M. and 
Hansen, David E. — Research Design Issues 
and Pitfalls in Growth Control Studies 
Accurate measurement of the effect of growth 
control on house prices requires that the re- 
search design control for factors other than the 
growth control program that could affect house 
prices. This paper draws on a hedonic view of 
bousing markets to examine and compare the 
merits of several forms of quasiexperimental 
and statistical controls. The methodological 
critique is tested empirically, using data from 
Davis, California (a growth control city) and 
three comparison cities. The resulting estimates 


of the growth control effect vary widely among 
the methods, and in particular, between a theo- 
retically inferior method that is widely used 
and die p refe rred method. It is concluded that 
preferred methods ore able to reduce important 
sources of bias. Land Econ., Aug. 1986, 62(3), 
pp. 223-33. University of California, Davis; 
Cornel) University; University of California, 
Davis. 

Thalmann, Philippe — Explication empirique 
des foyers lausannois (A Hedonic Approach 
to Explaining Rents in the Community of 
Lausanne) 

The hedonic method is described and used 
for explaining rents in the community of Lau- 
sanne as a function of a small number of indica- 
tors. By calibrating a second index for the other 
communities of the district, it is possible to 
test the robustness of the method and to distrib- 
ute the differences in the rents. The data for 
the hedonic model were obtained from a micro- 
survey in the Canton of Vaud in 1983. In partic- 
ular, the approach mokes it possible to compare 
the rents to calculate the “usual rents” for “com- 
parable dwellings” of the rent surveillance in 
Switzerland, and also to estimate the rent value 
for freehold flats. Schweiz. Z. Volkswirtsch. 
Statist., Mar. 1987, 123(1), pp. 47-70 (French). 
Harvard University. 

833 Urban Transportation Economies 

Foster, Christopher D. and Golay, Jeanne — 
Some Curious Old Practices and Their Rele- 
vance to Equilibrium in Bus Competition 
Local bus monopolies were created in the 
1830s, inter alia to overcome dangerous com- 
petitive practices. The 1986 Transport Act re- 
stored focal competition. This paper uses and 
extends elements of models developed to exam- 
ine spatial equilibrium, to examine whether 
equilibrium exists and, if not, whether former 
dangerous practices will be revived. The an- 
swer is that in plausible circumstances, equilib- 
rium exists and die worrying practices would 
not be rational on routes without appreciable 
congestion and where demand is reasonably 
predictable. Otherwise they may occur, but 
should not be disequilibrating. J. Transport 
Econ. Policy, May 1986, 20(2), pp. 191-216. 
British Telecom, London. 
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sister, Stephen — Bus Deregulation, Compe- 
itkm ami Vehicle Size 
Simulation of open competition on the net- 
tle of bus routes in a medium size British 
vn. Pricing, product differentiation, and level 
lervice are discussed. Service frequencies 
’ patronage will be substantially increased 
the densest route. Some routes previously 
receipt of cross-subsidy might be capable of 
idest expansion and the weakest routes will 
i tract somewhat. Small vehicles will often 
/e a competitive advantage over the tradi- 
ng] size. On dense routes they may operate 
competition with larger vehicles offering a 
ter service at a premium price. There might 
significant adverse effects on traffic con- 
ition. /. Tramp. Econ. Policy, May 1986, 

2) , pp. 217—44. London School of Economics 
1 Political Science. 

(ley, Wayne K, and Anderson, Eric E. — 
.n Urban Transit Firm Providing Transit, 
} ara transit and Contracted-out Services: A 
Dost Analysis 

Tlis paper analyzes the cost structure of a 
^traditional (but increasingly important) pub- 
transit firm, i.e,, a para transit— transit firm 
1 provides both mass transit and paratransit 
vices as well as contracted-out service. A 
mber of conclusions follow from the analysis, 
at, contracting out a service substitutable for 
>torbus service may induce unionized motor- 
: operators fearful of job losses to agree to 
•k-rule changes that allow transit manage- 
nt to change their work schedules in order 
ower the cost of motorbus service. Second, 
i service provision measured in terms of 
tide miles, the services ranked according to 
«e having the largest cost elasticity to the 
allest are motorbus, elderly and handicapped 
a transit, van pod paratransit, and con- 
ned -out dial-a-ride paratransit service, re- 
stively./. Tramp. Econ. Policy, Sept. 1986, 

3) , pp. 353-68. Old Dominion University. 

After, F. V. — Transport in Towns: Some 
the Options 

n urban areas, current trends in population 
. employment location, car ownership, travel 
wds, and costs for public and private means 
ransport all favor more private car use at 


the expense of public transport. Those without 
easy access to a car, including many members 
of car-owning households, may experience in- 
creasing hardship if these trends continue. The 
potential of policy options to modify these 
trends is considered, examining in particular 
the impacts of public transport subsidy, im- 
proved public transport operating efficiency 
through deregulation, new road and rail invest- 
ment, and private traffic restraint. J. Tramp. 
Econ. Policy, May 1966, 20(2), pp. 129-52. 
Transport Road Research Laboratory, United 
Kingdom. 

MO Regional Economics 
941 Regional Economics 
Carl mo, Gerald A. and Mfib, Edwin 8. — The 

Determinants of County Growth 

This paper explores the determinants of pop- 
ulation and employment densities interregion- 
ally. The theoretical model, attributable to 
Donald N. Steinnes and Walter D. Fisher, per- 
mits simultaneous determination of population 
and employment densities. This is applied to 
data for about 3.000 counties in the United 
States to analyze the effects of economic, demo- 
graphic, climatic, and policy-related variables 
on the growth of population and employment 
during the 1970s. Considering employment, 
differential county growth is explained in terms 
of economic and demographic conditions; re- 
gional and policy variables matter less. For pop- 
ulation, climate matters as a preference for sun- 
belt states. Local government programs 
regarding education and tax policy seem to play 
a role. J. Reg. Sci., Feb. 1967, 27(1), pp. 30- 
54. Federal Reserve Bank of Philadelphia; 
Princeton University. 

Dow, Sheila C. — The Treatment of Money in 

Regional Economics 

A survey of regional monetary theory sug- 
gests a regional segmentation of financial mar- 
kets on the basis of differences in portfolio 
preference or market imperfections. These pos- 
sibilities are explored using post-Keynesian 
monetary theory. It is concluded that the avail- 
ability of credit to a region depends more on 
the (potentially volatile) degree of confidence 
in the regional economy. The amount of liquid- 
ity thus generated depends on the prope ns ity 
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for capital flight due to liquidity preference. 
The resulting tendency for regions attracting 
low degrees of confidence to experience liquid- 
ity shortage will be greater the more integrated 
the national banking system. /. Reg. Sci., Feb. 
1987, 27(1), pp. 13-24. University of Stirling, 
Scotland. 

Nagurney, Anna — Computational Compari- 
sons of Spatial Price Equilibrium Methods 
In this paper the author proposes new algor- 
ithms for die solution of both general and stan- 
dard spatial price equilibrium problems, and 
tests their performance with existing algorithms 
on randomly generated problems. For the stan- 
dard problem, she proposes decomposition 
schemes based on the concept of “equilibration 
operator” and compares their performance with 
the Frank- Wolfe method. For the general 
problem, the author’s presents alternative vari- 
ational inequality formulations defined over 
Cartesian products of sets and then exploits 
these formulations to construct Causs-Seidel 
type serial decomposition methods. She then 
compares their performance with the projection 
method. The computational tests suggest that 
the new schemes are substantially more effi- 
cient than earlier ones. ]■ Reg. Sci . , Feb. 1987, 
27(1), pp. 55-76. University of Massachusetts. 

Roback, Jennifer — Determinants of the Local 
Unemployment Rate 

This paper uses a hedonic price model to 
decompose the local unemployment rate into 
its supply and demand components. The theo- 
retical section predicts that wage premia de- 
manded by workers for unemployment would 
rise with increases in the local unemployment 
rate. The prediction for the firm side is ambigu- 
ous but the presumption is that premia fall as 
unemployment rises. The model was tested us- 


ing Colombian Census Data (1973). The empiri- 
cal results conform to theoretical expectations. 
The results also are consistent with the Todaro 
(1969) hypothesis about migration. Southern 
Earn, Jan. 1987, 53(3), pp. 735-50. George 
Mason University. 

Sakashita, Noboru — Optimum Location of 
Public Facilities under the Influence of the 
Land Market 

This paper discusses the problem of the opti- 
mal location of public fecility(ies) in a long nar- 
row city, especially taking into consideration 
the externality-internalizing effect of the land 
market. It shows a systematic approach to deal- 
ing with the land market mechanism in first a 
one-facility and then a two- facility case. The 
analysis assures the importance of posing the 
location-optimizing problem even under the in- 
fluence of the land market. J. Reg. Sci., Feb. 
1987, 27(1), pp. 1-12. University of Tsukuba, 
Japan. 

Tobin, Roger L. — Sensitivity Analysis for Gen- 
eral Spatial Price Equilibria 
General spatial price equilibrium models are 
formulated as variational inequalities. Sensitiv- 
ity analysis results recently developed for varia- 
tional inequalities are reviewed, which give 
conditions for existence and equations for calcu- 
lating the derivatives of solution variables with 
respect to perturbation parameters. These re- 
sults are applied to the variational inequality 
formulations of general spatial price equilibria, 
and derivatives of supplies, demands, flows, 
and prices with respect to perturbations of sup- 
ply functions, demand functions, and transpor- 
tation-cost functions are calculated. /. Reg. Sci . , 
Feb. 1987, 27(1), pp. 77-102. GTE Laborato- 
ries, Waltham, Massachusetts. 
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1. Introduction 

OlNCE THE BOLSHEVIK REVOLUTION of 

^ 1917, the Soviet Union has trans- 
formed itself through an intense drive 
for economic modernization, from an un- 
developed economy into a modem indus- 
trial state with a GNP second only to 
that of the United States. During that 
period the Soviet economy grew by a fac- 
tor of ten and the level of GNP per capita 
grew more than fivefold. Its industrial 
structure has changed diametrically, 
from an economy with 82 percent rural 
population and most GNP originating in 


agriculture to one that is 78 percent ur- 
ban with 40-45 percent of GNP originat- 
ing in manufacturing and related indus- 
tries. Furthermore, Soviet military cap- 
ability is considered to be on a par with 
that of the United States. 

At first glance, the Soviet case seems 
to be a classical example of economic 
modernization. In spite of this, many in- 
ternational comparisons of modem eco- 
nomic growth exclude the Soviet Union 
and the other communist countries. Hol- 
lis Chenery and Moises Syrquin (1975, 
pp. 11-16) exclude them owing to “prob- 
lems of comparability,” without specify- 


* This survey of modem Soviet economic growth 
is based almost exclusively on Western wows and 
does not include direct references to Soviet scholarly 
work. It is directed to the genera] public of econo- 
mists, and therefore contains a section (II) on sources 
of economic information about the Soviet Union and 
a number of subsections, like the one describing the 
basics of the operation of the Soviet system, that 
are only indirectly related to the main issue. 1 hope 
they will provide useful background for the general 
reader. The amount of relevant literature on the topic 
is immense, but there seems to be a considerable 
degree of agreement on the main issues. Two results 
follow; first, not all the works that probably should 
have been cited are included, and I beg the indul- 
gence of the authors of such works. Second, in many 
places 1 choose to present issues and views as repre- 
rentin g the general consensus of the field, or, at the 
othor extreme, my own views. I try to make dear 
which is which. In caw of doubt, 1 take personal 
re *Pon*ibility for unattributed statements. One ex- 
mple of a partial contribution of my own is the arti- 
cle s extended attention to the theme of “haste" as 


a major force driving many elements of the Soviet 
growth strategy and system. 

A major part of the survey was prepared during a 
stay at foe RAND Corporation in foe summer of 
1965, under foe auspices and with foe financial sup- 
port of foe RAND/UCLA Center for foe Study of 
Soviet International Behavior. 1 wish to thank Arnold 
Horehck, Gregory HiJdebrandt, and Keith Crane of 
foe RAND Corporation for many hefofol comments 
and discussions. I also appreciate foe many com- 
ments received during seminars at RAND and at 
foe Russian Research Center at Harvard. I am most 
grateful to Abraham Becker, Abram Bergson, and 
Moses Abmmovitz, who followed the survey since 
its inception and through a number of dram. The 
fruits of their many comments, co r rections, and sug- 
gestions are evident throughout foe paper and hi 

a omitted sections. Simon Kuznets, before his 
, took a very active part hi shaping the scope 
and structure of foe paper. Adfefe Zarmati, Judith 
Goldberg. Nancy Weber, and Maggie Eisenstaed t 
put mini effort into editing and typing, and Adi 
Brender helped with foe tablet. Thttds to aH 
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ing what is noncomparable. Simon Kuz- 
nets (1963), who did compare the Soviet 
record to the Western one, nevertheless 
hesitated to include it in his general stud- 
ies “because the social structure and the 
institutional means by which economic 
growth is secured in communist coun- 
tries are so different” (Kuznets 1971a, p. 
10; see also Kuznets 1966, pp. 400, 508; 
1963, pp. 367-72). 

The aim of this paper is to present and 
evaluate Soviet economic growth as it ap- 
pears in the specialized “Western” litera- 
ture, in a framework of “modem eco- 
nomic growth” as developed by Kuznets 
(1966, 1971a), Alexander Gerschenkron 
(1962, 1968), and many others. Does the 
Soviet experience belong to this general 
paradigm? Whether it does or not, how 
does its experience compare with that 
of the major (or minor) Western coun- 
tries? What are the implications of the 
differences found for past records and for 
future prospects? Modem economic 
growth is perceived as a general frame- 
work, a wide concept, within which many 
variants and diverse itineraries are ac- 
cepted and tolerated provided that cer- 
tain essential features are present. A case 
in point is the distinction between lead- 
ers and followers, where latecomers face 
different internal and external environ- 
ments calling for special growth strate- 
gies. The Soviet Union is a classical fol- 
lower, whose experience among others 
served Gerschenkron and others in shap- 
ing a theory of the pattern of economic 
modernization. In feet, Gerschenkron 
(1962, 1968) made ‘‘following” in the con- 
text of the European experience a sort 
of monotonic variable where the particu- 
lar pattern of economic development is 
determined, among other things by the 
relative degree of lateness in a given 
country’s development. 

In addition to the country’s rank in the 
development queue, growth patterns can 
**• differences in histori- 


cal background, in national culture and, 
of particular interest here, by different 
economic and political systems and inter- 
national aspirations. It was the Soviet 
Union’s authoritarian regime and its par- 
ticular ’’socialist” economic system that 
caused Kuznets to exclude it from his 
comparative studies. The Soviet mode, 
of development was introduced in the 
late 1920s, when it was heralded as supe- 
rior, as promising to become the wave 
of the future, and as a model for other 
undeveloped countries. At the same time 
counterclaims were being voiced: that 
modernization cannot be achieved with- 
out basic freedoms and that central plan- 
ning is inherently inefficient and bound 
to fell. 1 So far, history has proved both 
extreme claims wrong, but the debate 
on whether the Soviet system is capable 
of sustained economic development still 
rages on. We shall therefore pay particu- 
lar attention to the effects of the eco- 
nomic system and the political regime 
on patterns of economic modernization. 

Until the late 1950s, the era of rapic 
Soviet growth and of Sputnik, the main 
question among Western scholars was: 
When would the Soviet Union catch up 
with and overtake the U.S.? Even sober 
and careful scholars like Abram Bergson 
(1961, pp. 297-98) did not exclude the 
possibility that this might be fairly immi- 
nent. Today, however, after more than 
two decades of declining growth rates 
(down to 1.5 percent GNP growth re- 
cently), the question is whether the pres- 
ent system can support sustained eco- 
nomic growth in the future, or whether 
it is capable of changing radically enough 
to assure such growth. This question is 
posed not only by specialists on either 
side of the iron curtain, but by Mikhail 
Gorbachev himself, who is embarking on 

1 This and related issues are at the heart of the 
“Socialist controversy.” See Friedrich A. Hayek 
1963; Ludwig von Mise< 1974; and Oscar Lange 1938. 
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a program designed to prove that it can. 
It is still not clear whether Gorbachev 
will be able to start a truly new era of 
Soviet general and economic history. It 
is, however, an appropriate time to sum- 
marize the past record and to evaluate 
the problems to be faced in the future. 

Because this is not the place to survey 
the large volume of Western literature 
on economic modernization and modern 
economic growth, Kuznets’ synthesis and 
summary framework will serve as 
its representative. 2 Modem economic 
growth (MEG) as defined by Kuznets 
(1966, p. 1) “is a sustained increase in 
per capita or per worker product, most 
often accompanied by an increase in pop- 
ulation and usually by ‘sweeping struc- 
tural changes' of a multidimensional 
nature;" it is driven by the “epochal 
innovation” which consists of “the appli- 
cation of science to the problems of eco- 
nomic production” and to “the material 
satisfaction of wants ” (Kuznets 1966, pp. 
9, 11). Scientific advance and its applica- 
tion to production are the driving force 
of MEG; they assure sustained growth 
and growth in per capita income and 
make for permanent structural change. 
They also generate further scientific ad- 
vances (Kuznets 1966, 1971a). The quali- 
tative dimensions assigned by Kuznets 
to the growth parameters and the partic- 
ular kinds of structural changes in the 
economic, social, and political spheres 
occurring as MEG sets in will be dis- 
cussed later. Here we emphasize only 
the everchanging nature of the structure 
of the economy and society under MEG 
caused by the constant shift in leading 
sectors and in the focus of economic ac- 
tivity and by the character of technologi- 
cal changes. 

For Kuznets (1966, Chs. 8, 9), S. Noah 

* For a ihort lurvey of the main contributions see 
Angui Madduon 1982, Ch. 1. See also Walter W. 
®°*tow I860 and the many volumes of argument on 
his theory. 


Eisenstadt (1973, 1985), Walt W. Rostow 
(1960, 1963) and others, MEG, as a major 
historical departure, originated in West- 
ern Europe and spread to other regions 
by virtue of its clear dominance in both 
economic and military spheres. But con- 
ditions in the latecomers differ in many 
respects from those in the more advanced 
countries at the time each entered the 
process of modern economic growth; and 
the mere existence of advanced countries 
also changes the environment of MEG 
for followers, so that it is likely to take 
a somewhat different course from that 
followed by the early starters. That is 
why Gerschenkron (1962, Chs. 1, 2, and 
pp. 253-366; 1968, Ch. 9) developed his 
theory according to which the nature of 
MEG in Europe varies with the level of 
economic backwardness at the time 
MEG sets in. The starting conditions of 
a latecomer create two sources of tension: 
One is the desire to narrow its income 
gap relative to the most advanced coun- 
tries; the second is the greater difficulty 
in takeoff because of poorer precondi- 
tions for growth than those of leading 
countries at their starting point. The 
more backward the country at its starting 
point, the higher the tensions. Tension 
breeds impatience, which leads to more 
drastic, radical, even revolutionary, dis- 
continuous steps in all spheres — eco- 
nomic, political, and social. Impatience 
and different preconditions also lead to 
the choice of different growth paths. A 
major example is the choice to start with 
industralization and to postpone changes 
in agriculture. An advantage that offsets 
some of these difficulties for a latecomer 
is the opportunity to borrow technologies 
from the advanced countries without go- 
ing through the costly and time-consum- 
ing process of developing them from 
scratch. This advantage, first noticed by 
Veblen, though real, is not costless and 
its fruitful exploitation also depends on 
frequently-missing preconditions (Mad- 
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dison 1982, pp. 107-08). Finally, like any 
case of transfer and diffusion of a major 
innovation, success depends on the mu- 
tual relationship between the partners 
and on the form of transfer. 

As noted, the Russian and the Soviet 
cases are important historical examples 
on which Gerschenkron based his the- 
ory. The government-led industrializa- 
tion drive during the last decades before 
the Bolshevik revolution is a case in 
point. The revolution; the authoritarian- 
dictatorial regime; the central direction, 
management, and control of the econ- 
omy; the strategy of “industry before ag- 
riculture” — all these and other aspects 
are extreme manifestations and outcomes 
of aggravated tensions. In a sense, the 
acceptance and application of Marxist 
ideology as a major vehicle of the West- 
ern concept of rapid industralization and 
its reshaping into Soviet socialism to fit 
the needs of a relatively backward coun- 
try with high aspirations also foil into the 
framework drawn by Gerschenkron 
(1962, Chs. 6, 7; 1968, Ch. 7; and 1971). 
With international fears and aspirations, 
the urge to prove the superiority of so- 
cialism and, possibly, also the character 
of the leaders, the Soviet case is clearly 
an extreme one even in Gerschenkron’s 
framework. 

Most of the major decisions on the de- 
velopment strategy of the Soviet Union 
and on the nature of the regime were 
made in the 1920s and in the early 1930s. 
But, as we shall see, their, impact can 
be observed in Soviet patterns, of behav- 
ior to this day. 

A short discussion of the sources of eco- 
nomic information on the Soviet Union 
and their reliability (Section 11) is fol- 
lowed by a survey of its growth record 
(Section III) and of the major structural 
changes in the Soviet economy (Section 
IV), both in a comparative setting. Sec- 
tions V and VI discuss the elements of 
" — «.** m\rat&m its growth strategy. 


and the major economic policies that de- 
termine its growth patterns. The follow- 
ing section (VII) focuses on the explana- 
tion offered in the literature for the 
declining growth rates of the Soviet 
Union. The discussion makes use of both 
production function estimates and 
growth accounting . The concluding sec- 
tion discusses the Soviet system’s pro- 
spects of reversing the declining trend 
and assuring sustained growth, in the 
light of changes and reforms that may 
be needed. It takes some notice of the 
reforms that are being introduced by 
Gorbachev. 

II. Availability and Reliability 
of Information 

More economic information emanates 
from official Soviet sources than is gener- 
ally believed. While the amount is a for 
cry from what is usually available for free 
countries, it is often more than is avail- 
able for many less developed countries. 
In most instances, information is unavail- 
able because it is withheld from the pub- 
lic, internal or external, and not because 
it was not compiled. In a centrally 
planned system, very detailed economic 
information on the operation of economic 
units or sectors is essential for planning 
and for control. It must be transmitted 
through all stages of the hierarchical lad- 
der and in many cases also via public 
media channels. 

Nevertheless, Western students do 
face a serious problem in obtaining Soviet 
economic information. Furthermore, in 
most cases, even when the needed data 
are available, they need a great deal of 
checking, reestimating, and manipulat- 
ing before they achieve the minimal stan- 
dards of reliability and usability. Follow- 
ing a brief survey of what is and is not 
available, this section discusses the main 
reasons for the low usability and ques- 
tionable reliability of much of the data 
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and the steps being taken in the West 
to overcome these problems. 

With few exceptions, the information 
available to the West on the Soviet econ- 
omy comes from Soviet official publica- 
tions and sources. The major publication 
is the annual Statistical Yearbook, issued 
for the Soviet Union as a whole and for 
each republic and some lower regional 
units separately. Occasional special year- 
books or statistical compendia are de- 
voted to a particular area: agriculture, 
education, labor, and the like. One of 
these is on Soviet international trade 
(Vneshnaya Torgovl'ia), which presents 
very detailed trade statistics by type of 
good and country, and is issued every 
year. Another important source of infor- 
mation is the publications of the returns 
of the population censuses taken in the 
Soviet Union approximately every de- 
cade (1939, 1959, 1971, 1979). Many 
journals publish economic information, 
either in a special appendix, like the 
Vestnik Statistiki, the official journal of 
the Central Statistical Administration 
(CSA), or as an integral part of ordinary 
articles. Finally, economic information is 
available from newspapers, from other 
mass media, and from books and other 
publications. 

In some spheres the West gathers in- 
formation on the Soviet Union in less 
conventional ways, ranging from inter- 
viewing 6migr6s, such as was done by 
the Harvard Project in the 1950s, the 
Israeli Soviet Interview Project (ISIP), 
the American Project (SIP), to collecting 
information (such as on prices) during vis- 
its to the Soviet Union, estimating the 
grain crop or other visible objects using 
pictures taken from satellites, and other 
clandestine methods. 

The availability of economic informa- 
tion on the Soviet Union has varied quite 
drastically over time according to the de- 
gree of general openness of the system. 
Information was readily available during 


the 1920s but severely restricted during 
most of Stalin's era. During the dark era 
of the late 1930s and up to tire mid-1950s, 
even basic economic information, like 
the Statistical Yearbook, was unavailable 
and it took great efforts to screen large 
volumes of publications and “read be- 
tween the lines." The flow of information 
was renewed in the mid-1950s and 
reached its peak during die mid-1960s, 
followed by more and more restrictions, 
mostly in specific areas, imposed by die 
Brezhnev administration. Beginning un- 
der Andropov and picking up steam since 
Gorbachev, the pendulum has swung 
again toward more openness. Gorba- 
chev's call for more publicity, openness, 
and accessibility of information ( gjasnast ) 
and more open criticism and debate re- 
lates first and foremost to the economic 
sphere and is bound to raise the level 
of available information (Timothy Colton 
1986, pp. 160-64). 3 

This discussion on the availability and 
reliability of Soviet data relates mostly 
to the post-Stalin era. With regard to 
availability, first of all, data on the Soviet 
defense effort, very broadly defined, are 
unavailable. Other sensitive spheres are 
also classified secrets. A recent example 
of the latter is the suppression, since the 
late 1970s, of previously provided infor- 
mation on trade in crude oil with individ- 
ual countries. Second, “embarrassing" 
information is suppressed. The system, 
which declares one of its main goals to 
be a high level of income equality, pub- 
lishes scant and not very revealing data 
on this topic. It is known that such data 
are regularly compiled by the CSA. An- 
other example is the suppression for a 
number of years of detailed data on in- 
fant mortality (and other demographic 
changes), when these rates started to rise 

3 Jan Venous (1987), however, demonstrates a dete- 
rioration in die quality and consistency of national 
accounts figures produced by the Soviet Central Sta- 
tistical Administration daring 1965 and 1986. 



1772 Journal of Economic Literature, Vol. XXV ( December 1987) 


in the early 1970s (Christopher Davis and 
Murray Feshbach 1980; Feshbach 1985). 
In general, much data on negative social 
or economic phenomena are suppressed, 
including most data on activity in the 
“second economy.” 

A third type of data that are very diffi- 
cult to obtain from Soviet sources are mi- 
crodata on the behavior of individual eco- 
nomic units, households, or firms. Here, 
the various interview projects mentioned 
above are of value. Most of the official 
economic data are highly aggregated, and 
most published analyses are restricted to 
tables classified by one or two explana- 
tory variables. It is also not easy to ac- 
quire detailed data on individual prices, 
and very difficult to receive systematic 
data on price compilations and other eco- 
nomic calculations. 

Finally, whether as part of the secrecy 
screen, or for other reasons, much infor- 
mation published by the Soviet authori- 
ties is partial and presented in obscure, 
cryptic, or incomplete fashion. Percent- 
age breakdowns with no information on 
absolute levels and with wide leftovers 
of undefined residuals are very common. 
The breakdown in many incomplete se- 
ries does not add up to the total. The 
balance-of-payments data are restricted 
to trade in goods, with no information 
on trade in services and on the capital 
account, so that no balance-of-payments 
accounts can readily be estimated (Vladi- 
mir G. Treml and Barry L. Kostinsky 
1982). 

This last point takes us from the ques- 
tion of availability to that of the quality, 
usability, and reliability of published in- 
formation. Outright use of Soviet official 
data is in many cases impossible because 
of a number of problems: first, uncer- 
tainty regarding the quality and reliabil- 
ity of the information received and col- 
lected by the central Soviet authorities 
from the field. Next comes the major 
question of the conceptual and methodo- 


logical frameworks and the particular sets 
of definitions used in order to organize, 
aggregate, and compile economic data 
series. Finally there is the critical ques- 
tion of truth in reporting: To what extent 
is false reporting used in the service of 
internal or external political and public- 
relations goals? The secrecy cover over 
the work of most agencies producing eco- 
nomic information causes difficulties in 
giving definite answers to these ques- 
tions or to the understanding of the exact 
source of the problem with the data. All 
this imposes on interested parties in the 
West a heavy burden of interpreting, 
checking, and recalculating much of the 
presented data before it can be meaning- 
fully used. 

The literature mentions two specific 
sources of possible biases in data re- 
ported to or collected by the central So- 
viet statistical agencies. The first stems 
from the fact that in many cases the units 
that report and transmit economic infor- 
mation to higher echelons are judged and 
remunerated on the basis of their re- 
ports. The problem is also present to 
some degree in many other countries, 
for example, the reporting of personal 
income for tax-collecting purposes. In 
the Soviet Union this problem pervades 
almost the entire economy. The second 
bias is created by peculiarities, probably 
motivated by propaganda or ideological 
considerations, in the design of samples 
for official statistical surveys and inqui- 
ries: The structure of the family-budget 
survey is biased in favor of families with 
two or more working members; the sam- 
ple of collective farm markets is biased 
in favor of certain locations. 4 

* See Vladimir G. Treml and John P. Hardt 1972; 
Alastalr McAuley 1979, Ch. 3; Stephen Shenfield 
1982; Treml 1985. A very interesting and revealing 
article on false reporting and many other lerioua 
shortcomings of Soviet statistics appeared in the So- 
viet journal Afocy Mir in February 1988 (Vasiliy Sel- 
yunin and Gregnty Khanin 1987). 
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With regard to the question of true 
reporting, most Western scholars seem 
to agree that the Soviet Union does not 
keep two sets of books or two sets of eco- 
nomic accounts, one to use and another 
to publish for propaganda purposes. Such 
an endeavor is first of all very expensive 
and burdensome, and secondly, two sets 
of economic information would cause se- 
rious confusion. Published data are used 
so extensively by decision makers and 
control offices at all levels, that double 
bookkeeping, as a general practice, is in- 
conceivable. It follows horn the argu- 
ment that the reliability of data may be 
assumed to be higher the closer it is to 
the decision-making and control appara- 
tus, and vice versa. It may be assumed 
that less aggregated series, especially 
those defined in physical terms, are more 
directly related to the operation of the 
system, while the more aggregated se- 
ries, denominated in monetary terms, 
are less so connected. This could be one 
reason why the latter, such as data on 
national accounts, general price indices, 
are considered much less reliable by 
Western students and are, indeed, sub- 
ject to extensive reestimation. 

Propaganda is most often served by 
publishing the better economic results 
and restricting the publication of Mures; 
by manipulating information to provide 
half-truths rather than outright lies; and 
by carefully choosing definitions, meth- 
odology, concepts, and variables in terms 
of which information is published. All 
this makes some of the Soviet data, while 
still “reliable” in a formal sense, hard 
to interpret and use in Western re- 
search; in some cases the data are delib- 
erately misleading, and in some cases the 
system may, so to speak, cheat itself. The 
most notorious example comes from Sta- 
lin’s era, when harvest reports were 
given in terms of grain in die field, before 
harvesting and threshing fosses. The def- 
inition has since improved (reports are 


made post-harvest), but still does not 
fully accord with Western usage. The re- 
ported figures are still inflated, and 
Western students must engage in guess- 
timates to translate them into terms of 
grain in silos, the acceptable definition 
in the West. Another extreme example 
where a definitional problem becomes an 
open evasion is the entry for Soviet de- 
fense expenses in the federal budget. Ac- 
cording to Western estimates this entry 
(with or without a Soviet conceptual 
meaning) is but a small part of total de- 
fense spending, which does not even re- 
flect trends over time. Some scholars are 
searching for a definition of defense 
spending that may be consistent with the 
budget entry as given (Peter J. D. Wiles 
1985). 

In many cases, definitions of terms dif- 
fer from common Western practice not 
only for propaganda reasons but also for 
ideological or practical purposes. A major 
example is the entire system of national 
accounts which, following Marxist doc- 
trine, excludes most services from na- 
tional product on the grounds that they 
are “nonproductive,” and excludes inter- 
est on capital from national income be- 
cause it is a nonlegitimate factor pay- 
ment. A probable example of expediency 
is the wide use of gross production series, 
including intermediate uses, as major 
indices of production results. Even with- 
out questioning the motivations for the 
difference in each case, much effort is 
required to make Soviet data comparable 
and consistent with corresponding West- 
ern concepts and data. In many cases 
such efforts are severely hampered by 
the fact that the definitions and concep- 
tual frameworks are withheld or ob- 
scured. At times changes in definitions 
or scope are also made without much 
warning or publicity. 

A third major difficulty in die interpre- 
tation of Soviet data is the different mean- 
ing of prices in the Soviet system. First, 
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almost all prices are determined by the 
central authorities, not by market forces, 
according to some kind of average cost 
plus a profit norm where costs exclude 
rents and at least some interest charges. 
Consequently, prices are not as a rule 
scarcity prices. When goods must clear 
markets, as in the consumer sector, taxes 
are added to factory or wholesale prices. 
Convenience of accounting and control 
and difficulties in making frequent calcu- 
lations in order to change prices result 
in an administratively determined price 
stability, taken individually or as price 
indices. 

Most price changes occur in periods 
of “price reforms,” which happen every 
ten or fifteen years. This is not the place 
to discuss the allocative problems and 
distortions caused by nonscarcity prices, 
but we should note that because most 
economic data involve the use of prices 
it is quite difficult to evaluate economic 
magnitudes and to compare them with 
corresponding magnitudes in countries 
where prices are nearer to market prices. 

Enormous efforts have been made over 
the years to estimate “adjusted factor 
costs” in the Soviet Union that would 
correspond to conventional Western def- 
initions (Bergson 1961, Chs. 8, 11), but 
these cannot hope to correct all distor- 
tions fully. Stability of prices over time 
may be an advantage when time series 
are estimated and evaluated, and in this 
respect Soviet prices are an asset. The 
caveats are that official prices do not usu- 
ally reflect actual costs, and in a country 
where prices fixed at the top are com- 
bined with excess demand for goods, hid- 
den inflation is bound to set in. The prob- 
lem of hidden inflation becomes even 
more serious because of the peculiar So- 
viet practice of calculating many price 
indexes, apparently by combining new 
products into the indices at too high (later 
year) initial prices. In this way, quantity 
indices are biased upward while price 


indices are biased downward. As we shall 
see, this problem is most serious in the 
machinery production sector, where the 
physical series for individual machines 
show much more moderate rates of 
growth than does the aggregated quan- 
tity index (Gerschenkron 1962, p. 263). 
Because the outcome serves mainly pro- 
paganda purposes, it is hard to dismiss 
the assumption that this peculiar meth- 
odology was deliberately chosen primar- 
ily to serve such purposes. All these fee- 
tors make it very difficult to estimate 
correct price indices or to evaluate the 
contribution of hidden inflation to Soviet 
economic achievements. 

In view of the above, and because it 
is most important for the U.S. and the 
West to have reliable economic informa- 
tion on the Soviet Union, it is not surpris- 
ing that Western countries and scholars, 
and especially the U.S., have been in- 
vesting substantial resources to collect 
and interpret this information for the use 
of policy makers and scholars. First prior- 
ity is given to the estimation of the Soviet 
defense budget; the system of Soviet na- 
tional accounts and general economic 
performance come second. The CIA, the 
Census Bureau, the Department of Agri- 
culture and many other U.S. government 
agencies, the RAND Corporation and 
many nonprofit research outfits, and Rus- 
sian research centers in many big univer- 
sities have joined with a number of profit 
organizations to reveal the Soviet eco- 
nomic picture. In addition to regular sta- 
tistical series, a number of macroeco- 
nomic models or frameworks for the 
Soviet economy are used as analytical 
tools to study and understand past 
changes and to predict future develop- 
ments. 

Hie methods used to check the reli- 
ability of Soviet economic data or to rees- 
timate them vary, of course, in accor- 
dance with the quality of the initial data 
and the nature of the problem. Most such 
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•ocesses entail some common steps: So- 
iet data are checked for consistency with 
relevant available Soviet sources. As 
ir as possible aggregate magnitudes are 
instructed on the basis of Soviet 
uantity series of individual items, indi- 
idual Soviet prices or values, and in con- 
jrmity with definitions and method- 
ogies common in the West. This 
ombination of disaggregated Soviet 
lysical series and individual prices 
ithin a Western conceptual framework 
■oduces a body of data that is both rea- 
anably reliable and compatible with cor- 
ssponding data on Western countries. 
More details on the outcome of these 
/estern efforts are given in the following 
actions, where specific data categories 
*e presented and discussed. As we shall 
se, despite the great efforts invested in 
allecting, understanding, recalculating, 
ad checking the Soviet sources, many 
mbiguities, doubts, blank spots, and 
isagreements remain. Nevertheless, the 
sader who wonders at this point 
hether he or she should proceed any 
irther can, I think, be reassured by a 
sneral agreement among researchers in 
lis field that we do have a basically 
•und body of economic data about the 
aviet Union which is also comparable 
ith similar records of market econo- 
lies. 5 

5 Older studies on the reliability of Soviet economic 
formation are Bergson 1947, 1963a; Gerschenkron 
53; Alec Nave 1964. A relatively recent contribu- 
» to this field was made by Trend and Hardt 1972. 
formation based on Soviet input-output data is pre- 
nted and analyzed in Trend and Haidt 1972; Treml 
77; A. Tretyakova and Igor Birman 1976. A recent 
immary of Soviet national income definitions and 
comparison with Western GNP definitions is CIA 
378). Systematic series on Soviet national accounts 
id the economic magnitudes are presented in CIA 
963) and JEC (1962a) and in the CIA's annual Hand- 
•ok of Economic Statistic*. A description of Western 
aero models of the Soviet economy appears in Hil- 
! brandt (1965a). The most comprehensive effort is 
e construction of the Sovmod model (Donald Green 
id Christopher I. Higgins 1977), now with a number 
ofispring. Other relevant sources will be died be- 


lli. The Growth Record 

In this and the following section the 
Soviet growth record and structural 
changes are presented and compared 
with the experience in the non -Socialist 
world and with general quantitative 
frameworks of “modem economic 
growth” of market economies, such as 
the one formulated by Kuznets. Before 
embarking on the analysis itself, how- 
ever, we must establish die basis for such 
comparisons. A common pattern of such 
studies is to compare the growth record 
of the country under investigation with 
that of other countries “at a similar stage 
of development.” The initial working hy- 
pothesis is that if, other things being 
equal, the growth record investigated 
conforms to the general, typical, or “nor- 
mal” pattern, and because each individ- 
ual country deviates from the average 
pattern, these deviations, if significant, 
form the basis for investigation into their 
causes (Kuznets 1971a; Chenery and Syr- 
quin 1975; Ofer 1973). 

The main dependent variable in most 
comparative studies, and their main nor- 
malizing criterion, is CNP per capita, 
which is accepted as the best, though 
for from ideal, single variable capturing 
many developmental features. The first 
step is thus to establish the level of Soviet 
GNP per capita in a comparative setting. 
A recent extensive CIA effort to compare 
the Soviet and U.S. economies between 
1956 and 1977 estimates Soviet GNP in 
1975 at 62 percent of the U.S. level (Imo- 
gene Edwards et al. 1979, pp. 381-83). 
Data on later years are obtained by ad- 
justing this figure according to Soviet and 
U.S. growth rates of GNP and GNP per 
capita to the desired date. These calcula- 
tions produce a USSRAJS GNP per cap- 
ita ratio of 50.3 percent for 1980. The 


low. A reconstruction sad reertmtU on of Soviet na- 
tional accounts according to Soviet de fini ti on s was 
compiled by Plan Exon (NmEom Report 1996). 
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comparison is based on the purchasing 
power parity (PPP) method, and the fig- 
ures given are the geometric mean be- 
tween the comparisons in ruble weights 
and those in dollar weights. 6 This esti- 
mate provides a link to the study of Irving 
B. Kravis et al. (1982), where interna- 
tional GNPs and some subaggregates are 
estimated and compared, all based on 
PPP. The countries classified in this 
source as Groups IV and V (Kravis et 
al. 1982, p. 22), from Spain, the poorest, 
to West Germany, range between 54 and 
81 percent of the U.S. level in 1975, 7 
and are appropriately compared to the 
Soviet Union. 

Comparisons are also made with 
the European members of OECD 
(E-OECD; OECD 1982) and with the in- 
dustrial market economies (IMEs), as de- 
fined by the World Bank (The World 
Bank 1984). Most of the countries in- 
cluded in all three groups, which overlap 
one another to a considerable degree, be- 
long to a similar range of GNP per capita 
mentioned above, though some exceed 
it. 8 Special comparisons are also carried 
out with the U.S. , as these are of obvious 
interest. 

Finally, further comparisons are made 
using the set of development equations 
estimated by Chenery and Syrquin 
(C & S 1975). These regressions are based 
. on data from some 100 countries in 1959- 
69. In each case die Soviet lirivel of the 
relevant variable jb compared with the 
level estimated from the regression and 
then the differences are evaluated. The 
C & S regressions use GNP per capita 
levels in 1964 U.S. dollars, converted 
from local currencies at official exchange 

‘Bates of economic growth in the Soviet Union 
and in the U.S. are taken from the tame tources as 
for die corresp on ding data in Tabie 3. 

T Tbe figures are the geontefric averages of compar- 
ison s in U.S. and in the agfovant country's prices 
(Kravis et aL 1062, pp Table 7.2). 

8 Hie IMEs range from Jjflsmi at the bottom to 
Switzerland at the top. 


rates. Kravis (1982) has demonstrated the 
weaknesses of official exchange rates, bu 
has also found that in most cases the 
ordinal ranking between countries is no 
affected. We have estimated the Sovie 
GNP per capita levels (in 1964 U.S. $) 
at about $300 in 1928, about $600 in 
1950, $850 in 1960, $1,250 in 1970, and 
about $1,500 in 1980. 

The main parameters of the Soviet 
growth record and the accompanying 
structural changes in 1928-83 are pre- 
sented in Tables 1-4. I chose 1928 as 
the initial point for two reasons: (a) the 
Soviet Union regained its prewar (1913) 
production level approximately then, and 
(b) this was also the initial year of the 
first Five Year Plan (FYP), which embod- 
ied the new Soviet growth strategy. The 
year 1928 is also the starting point of most 
Western efforts to estimate the Soviet 
growth record. As explained in the notes 
to the tables, most of the estimates relate 
to national accounts and input changes 
based on the works of Bergson and the 
team at the Office of Soviet Analysis (pre- 
viously the Office of Economic Research) 
at the CIA. In both cases the data are 
the culmination of many years of research 
in academia, research institutes (notably 
the Rand Corporation), and various U.S. 
government offices. The present esti- 
mates were preceded by many earlier 
calculations belonging to the same main 
line of effort. 9 Earlier estimates may dif- 
fer from the results presented here partly 
because, with time, more information 
has been accumulated and methodolo- 
gies have improved, and partly because 
the base-year of the series has been mov- 
ing forward. We discuss alternative esti- 

* Bergson 1853b, 1961; Morrii Bomstein 1859; 
Abraham S. Becker 1968; Stanley H. Cohn 1970, 
1976*; Bergson and Ham Heymann, Jr. 1954; Nancy 
Nimitz 1962; Oleg Hoefiding and N. Nimitz 1969; 
Sally Andenon 1968; Bichard H. Moortteen and Ray- 
mond P. Powell 1966; Norman M. Kaplan 1969; ai 
well as Bush V. Greenslade 1976, who led the CIA 
team for many years. 
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mates only if the differences are impor- 
tant. Unless otherwise specified, all defi- 
nitions of variables are in accordance with 
common Western practice. 

A. Growth of Output 

The annual average growth rate of 
GNP during the 57 years since 1928 (line 
1, Table 1 was 4.2 percent, or 4.7 percent 
when the five World War II years are 
excluded. The growth rate of population 
over the period (line 11) averaged 1.3 
percent, giving 3.0 percent of annual 
growth of GNP per capita (line 12). All 
these rates are just above the upper limit 
of Kuznets' respective ranges for modern 
economic growth (1966, pp. 490-92) and 
were achieved despite somewhat foster 
rates of population growth than Kuznets’ 
"norm.” Hence, this growth record 
clearly qualifies as “sustained.” True, 
since World War II there has been some 
acceleration in the growth rates of many 
countries, but the Soviet record is still 
among the best for such an extended pe- 
riod. 

The second major feature revealed by 
Table 1 is the sharp decline in growth 
rates over time. GNP growth rates de- 
cline more than half, from 5.7 in the 
1950s to 2.0 percent in the early 1980s 
(line 1). The corresponding figures for 
GNP per capita are 3.9 and 1.1, respec- 
tively (line 12). This decline and the very 
low recent rates have been a special 
cause for concern among the Soviet lead- 
ership for some time (e.g., Mikhail Gor- 
bachev 1986, pp. 29-32) and a focal point 
of research and argument for students 
of the Soviet Union both in the West 
and in the Soviet Union itself. Much of 
what follows in this survey is related, in 
one way or another, to this major issue. 
Is the decline cyclical? Is it normal? Is 
it caused by the particular Soviet growth 
strategy? Can the Soviet Union sustain 
its military position and its internal stabil- 


ity with such low rates? Can die trend 
be reversed, and how? 

When compared with the growth re- 
cord of other countries (Table 2) the So- 
viet record is generally better during the 
prewar period and less impressive during 
the postwar period, and is consistently 
better for GNP than for GNP per 
capita. 10 The Soviet record is almost al- 
ways superior to that of the U.S., even 
when comparing the Soviet record in 
1928-55 to the U.S. record during die 
last decades of the nineteenth century, 
when both countries were at similar 
stages of economic development (Berg- 
son 1963, pp. 6-7). From 1950 to 1980 
annual growth rates of Soviet GNP were 
slightly higher than those for the 
E-OECD and the IME groups (1960-80 
for IMEs). The annual growth rates of 
Soviet GNP per capita were similar to 
those of the E-OECD and IME groups. 
For the decade 1970-80 the Soviet 
record is even less distinguished by 
comparison. (All comparisons are along 
lines 1 and 5 of Table 2.) The compar- 
ison of average growth rates for groups 
of countries in the West conceals the fact 
that a number of countries have growth 
records (GNP per capita) superior to that 
of the Soviet Union, like West Germany, 
Italy, France, Austria, Spain, Greece and 
others. 11 Maddison (1982, pp. 43-46, 
102-09) articulated the theory that fol- 
lower countries may have the opportu- 
nity to grow foster than leaders. If so, 
one should have expected the Soviet re- 
cord to be better than that of E-OECD 
or IME, but at least since 1950 it was 
not. 

Much of the development literature 
treats changes in GNP per capita and per 

10 For prewar and postwar companions not in- 
cluded in Table 2 see Kuznets 1963, pp. 334-42; 
Bergson 1963, pp. 6-7; and John Pitzer 1982, p. 20. 

''Between 1950-1980. See the aources cited 4 » 
Table 2; Pitzer 1962, p. 20; and Madkfaon 1982, p. 
44. 
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table i 

GNP, Inputs, and PRooucnvmf, 1928-83 
(annual rates of growth) 



1928-85* 

1928-40 

1940-50 b 

1950-85 

1950-60 

1960-70 

1970-75 

1975-80 

1960-85 

1. Gross national 
product 

4.2 

(4.7) 

5.8 

2.2 

4.3 

5.7 

5.2 

3.7 

2.6 

2.0 

2. Combined in- 
puts 

3.2 

(3.4) 

4.0 

0.6 

3.6 

4.0 

3.7 

3.7 

3.0 

2.5 

3. Labor (man- 
hours) 

1.8 

(1.9) 

3.3 

0,7 

1.4 

1.2 

1.7 

1.7 

1.2 

0.7 

4. Employment 

.1.9 

(2-0) 

3.9 

0.3 

1.5 

1.6 

2.1 

1.5 

1.2 

0.7 

5. Capital 

6.9 

(7.5) 

9.0 

0.4 

8.0 

9.5 

8.0 

7.9 

6.8 

6.3 

6. Land 

0.8 

(0.8) 

1.6 

-1.3 

1.1 

3.3 

0.2 

1.0 

-0.1 

-0.1 

7. Total factor 
productivity* 

1.1 

(1-2) 

1.7 

1.6 

0.7 

1.6 

(1.4) 

1.5 

(0.9) 

0.0 

(1.5) 

-0.4 

(-0.8) 

-0.5 

(-1-2) 

8. GNP per hour 
worked 

2.4 

(2.6) 

2.4 

1.5 

3.0 

4.4 

3.4 

2.0 

1.4 

1.3 

9. GNP per em- 
ployed 

2.3 

(2-5) 

1.8 

1.4 

2.8 

4.0 

3.0 

2.2 

1.4 

1.3 

10. GNP per unit 
of capital 

-2.4 

(-2.6) 

-2.9 

3.4 

-3.3 

-3.5 

2.6 

-3.9 

-3.9 

-4.0 

11. Population 

1.3 

(1.4) 

2.1 

-0.8 

1.3 

1.8 

1.3 

0.9 

0.8 

0.9 

12. GNP per cap- 
ita 

3.0 

(3.3) 

3.6 

2.9 

3.2 

3.9 

3.9 

2.7 

1.8 

1.1 

13. Investment 

7.3 

(8.1) 

9.6 

5.6 

7.0 

11.4 

6.8 

5.4 

4.3 

3.2 

14. Defense 

7.1 d 

(7.1) 

26.6 

-0.8 

3.2* 

-2.1 f 

6.1 

3.8 

2.6 

2.2* 

15. Consumption 
«*■ 

3.3 

(3.6) 

3.1 

1.5 

3.9 

5.3 

4.5 

3.7 

2.7 

2.0* 

16. Consumption 

(b)* 1 

3,8? 

(4.1 f 

3.5 

1.7 

4,6 

6.1 

5.1 

3.8 

3.1 

2.0* 

17. Household 
consumption 

3,& 

(4.0) 

1:9 

1.7 

5,0* 

6.3 

4.8 

4.0 

3.2 

_J 

(b) h 

16. Communal 
services (b)* 1 

5.6* 

< 8.3 V 

13.8 

1.9 

3.8* 

4.2 

5.1 

2.4 

2.4 

— 

19. Consumption 
per capita 

2.3 

(3.0) 

1.4 

2.5 

3.3 

4.2 

3.8 

2.9 

2.3 

Ll k 

(16V(1D 

20. Household^ 
consumption 

4.2* 

(2.6) 1 

-0.2 

2.5 

3.7* 

4.4 

3.5 

3.1 

2.4 

— 

per capita (b) 

(17V(11) 

21. Consumption 
per employed 

2.0 

(2.2) 

-0.4 

1.4 

2.9 

4.4 

2.9 

2.3 

1.9 

1.3 

Q*M 

22. Value added of 

A sector 1 

1.8 

(1.9) 

1.6 

* 

0.0 

2.3 

4.4 

2.2 

0.9 

-0.2 

2.0 

23. Value added at 

M sector 

6.2 

(6.9) 

*2 

3.3 

6.1 

9.6 

6.2 

5.9 

3.2 

2.3 
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TABLE 1 (continued) 


1928-85* 

1928-40 

1940-50*’ 

1950-85 1950-60 

1960-70 

1970-75 

1975-80 

1060-65 

24. Value added of 

S sector 

4.3 

(4.6) 

6.9 

1.9 

4.1 4.3 

5.3 

4.3 

3.0 

2.1 


Sources: 1928-1950: GNP i« in “ruble factor coat'* of 1037, as in Bergion (1961, Table 51, p. 210). Population: Berp on 
(1961, Table 60, p. 230). GNP per capita is computed, but alio consistent with Bergson (1961, Table 72, p. 264). Inputs are 
from Bergson and Kuznets (1963, Table 1.2, p. 6). Employment is estimated as closely as possible to bill-year equivalents 
(line 4), and then adjusted to take account of changes in hours (line 3). It includes military forces but excludes tweed labor. 
Capital refers to "reproducible fixed capital" and excludes changes in livestock inventories. Because livestock was declining, 
the inclusive figures are slightly lower. Weights: Bergson’s original weights (1961, p. 19, set A) were used as a base. They 
assume that return on capital is 20 percent and that land rent amounts to 40 percent of agricultural wages. Because Bergson's 
weights are for net national product, we have adjusted them to account for GNP by adding the a p propri a te amount of 
depreciation to returns from capital and to the total (15 billion rubles in 1937, according to Bergson 1961, p. 144). When 
ilso forced labor is excluded the rate of growth of combined inputs comes to exactly 4 percent, and when it is included it 
xjmes to 4.3 percent. 

End-use categories: All categories at ruble factor cost of 1950 are from Bergson (1961, Table 51, p. 210). Consumption in 
established prices is from Bergson (1961, Tables 16, 18, pp. 85, 93). 

Sector of origin: "A" stands for agriculture and forestry; “M" for mining, manufacturing, and construction; md "S" for all 
other branches. The data for 1928-50 are from Kaplan (I960, Table 1, p. 5, and Table A-6. p. 123). 

1950-85: GNP, population, GNP per capita: 1950-80 — Pitzer (1962, Table A-6, pp. 65-67. and Table A-9, pp. 72-74). 
1980-85 — CIA (1986, Tables 39, 40, 43, pp. 67, 70). All GNP figures are at 1970 factor cost, except for 1980-85, which ate 
at 1982 factor cost. 

Inputs, 1950-83: Labor force (line 4) defined as foil-time civilian employment plus military personnel. The former is from 
Rapawy (1985, Table 4, p. 8); and the Utter from Feshbach and Rapawy (1976, Table 8. p. 132). In line 3 the figures are 
adjusted tu account for changes in hours, as in Rapawy (1985, Table 9, p. 18). Capital inputs ate for fixed capital, phis 
livestock, in “comparable prices” of various years as in Soviet official series (Narkhoz 1971, p. 60; 1983, p. 48). Land is 
measured by area under cultivation, not farmland or arable land, which are used more commonly in the West. Combined 
inputs are weighted using Bergson's weights of 0.62 for labor (measured in hours, line 3). 0.33 for capital, and 0.06 for 
arm land (1982, p. 37). Data for 1980-85 are from (CIA HB, 1986, Table 43. p. 70). 

End-use categories (except defense) and sector of origin: 1950-80— Pitzer (1982); 1980-85— CIA, HB (1906, Tables 37, 
19, 40, pp. 66-67). Figures on consumption in established prices are from Schroeder and Denton (1962. Table* 3, 4, p. 
129). The defense series is from Becker (1986, Table 1, p. 4). 

Vote; As emerges from the notes below, the data for 1928-50 are not folly consistent with those for 1960 on. We have 
reason to believe that basic trends are not seriously affected by these inconsistencies. The overall figures for 1928-86 are 
simply the sum of the changes over the subperiods. 

' Figures in parentheses in this column are calculated on the basis of only 50 years, excluding the World War 11 years. 

1 This period covers World War II yean and die following reconstruction period; therefore many of the figures are averages 
jf extremely different magnitudes. For example, GNP stagnated over 1940-44 and grew at 3.6 percent per annum over 
1944-50; the corresponding figures for population growth are -2.7 and 0.5 percent respectively, giving 2.7 and 3.1 percent 
>er year for growth of GNP per capita for the two subperiods. 

Figures in parentheses in this line (except for 1928-85) are CIA estimates of total fort or productivity, baaed on an alternative 
et of weights: 0.558 for hours, 0.412 for capital, and 0.03 for land (CIA, HB, 1984, p. 68). For 1960-85 the weights are 
*512, 0.458, and 0.03, respectively (CIA, HB, 1086, p. 70). 

'1928-82. 

1955-82. 

1955-60. 

1980-82. 

' (a) * at factor coat; (b) = in established prices. 

1950-80. 

— “not available. 

Based on consumption at factor cost. 

for 1950-80 — based on five-year averages; for 1950 — die average for 1950-52. 
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rtuin national aggregate, which is more 
or less the Western concept of net na- 
tional product (NNP) less the value added 
of most services. The official growth rate 
of NNP is 16.7 percent for 1928-37, at 
1926-27 prices (Bergson 1961, p. 180), 
7.4 percent for 1930-80, and 6.0 percent 
for 1960-80 at 1950 or later year prices 
(Pitzer 1982, p. 25). These rates are 
higher than those estimated in the West. 
They are explained partly by the defini- 
tional differences (about two-thirds of the 
difference in 1950-80; Pitzer 1982), and 
partly by Soviet practice, which underes- 
timates price increases in their series. 
Most notable in Western discussion on 
the problem is the Soviet practice of in- 
troducing new products into constant 
price series at their high prices at the 
time of introduction (Gerschenkron 
1962, p. 263). 13 

B. Explaining Growth 

Unlike growth itself, which conforms 
with Kuznets’ definition of MEG, the 

13 A discussion of most of the relevant issues ap- 
pears in Trend and Hardt (1972, Parts II, V, VI). 

A recent Western reconstruction of the Soviet 
NMP series estimates NMP growth in 1960-80 at 
4.Q-5.5 percent annually and in 1980-85 at 2.5-2.7 
percent (PlanEcon Report 1686, p. 25, Table 14). 
The 1960-80 figure exceeds the GNP rates presented 
in Table 2 (4.2 percent) by one percentage point, 
and the figure for 1681-85 is identical to the corre- 
sponding GNP figure. The differences in coverage 
can explain these gaps. This further supports the by- 
(fotbesis that different treatment of price indices 
causes some of the gap between official Soviet figures 
and Western estimates. 

At least two Western students of the Soviet econ- 
omy, William T. Lee (1979a) and Steven Rosefielde 
(1962), obtain significantly higher estimates of Soviet 
g r owth rates. Lee’s annual growth estimate of 7.7 
percent between 1955-75 and Rosefielde's similar 
figure are based mainly on accepting the official So- 
viet NNP series as a measure of growth at constant 
prices. Their main argument is that the Soviet series 
should not be deflated by estimates of hidden infla- 
tion because the higher prices for new goods, espe- 
cially equipment, repr esent quality improvements 
(Lee 1978a, Rosefielde 1962; see also Rosefielde 

1961, 1963). This argument is not accepted by most 
students in the field (see James E. Steiner 1978, 

1962, 1963). 


sources of growth of the Soviet economy 
deviate from the common patterns de- 
scribed by Kuznets. During the entire 
period, but more so with time, Soviet 
growth is generated by high rises in in- 
puts and declining growth of overall in- 
put productivity. As shown in lines 2 and 
7 of Table 1, during the entire period 
1928-85 inputs grew at 3.2 percent and 
contributed 76 percent of total GNP 
growth, while factor productivity grew 
1.1 percent a year, accounting for only 
24 percent of total growth. The relative 
contribution of inputs to growth grew to 
80 percent in the postwar period and be- 
came its sole component form 1970 on, 
when productivity completely stagnated 
or even retreated. 14 The proportions of 
inputs and productivity are diametrically 
opposed to those of a normal MEG pat- 
tern (Kuznets 1966, p. 491). This diver- 
gence from "normal” patterns, as we shall 
see, lies at the core of Soviet growth pat- 
terns and strategy, and is related, as can 
be seen from the data, to the declining 
growth trend. Indeed the Soviet experi- 
ence reveals two sides of this diverging 
pattern: unusually high growth of inputs 
and a slow rise in productivity. 

Labor Inputs. The main characteristic 
of labor inputs is that they grow over 
the entire period at a substantially higher 
rate than population growth (compare 
lines 3, 4, 11 in Table 1). While die popu- 
lation increased at an annual rate of 1.3 
percent, the number of employed was 
growing 1.9 percent annually, and hours 
worked grew 1.8 percent. Only during 
the 1950s did a reverse order prevail. 
In this way the rise in labor contributed 
substantially not only to GNP growth but 
also to the growth of GNP per capita — 
not a very common phenomenon. An- 
other result of these trends is an excep- 

M Likewise, total factor productivity growth ac- 
counts for only 37 percent of per capita growth in 
1928-83, declining over time from almost half to zero 
(lines 7 and 12 in Table 1). 
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tonally high rate of participation in the 
labor force, much higher than in any 
ither country. In 1980 the Soviet partici- 
pation rate, measured as a ratio of all 
those working to the population aged 15- 
‘4, was 86.6 percent, compared with 
6.5 and 70.9 percent in E-OECD and 
die U.S. respectively (OECD 1982; 
Feshbach and Stephen Rapawy 1976; 
Godfrey S. Baldwin 1979; see also Cohn 
.970, p. 66). Much of die Soviet advan- 
tage in labor force participation rates 
x>mes from the exceptionally high rates 
for women. These rates rose over the pe- 
riod to nearly 87 percent in 1980, again 
the highest rate in the world. Compar- 
ible rates are 48.5 in E-OECD and 59.7 
tercent in the U.S. (OECD 1982). The 
actual gap for women is even wider, as 
ew women in the Soviet Union are al- 
owed to hold part-time jobs, while many 
lo in the West. 

The main factors contributing to these 
•ends include the elimination of most 
egal nonwork income sources; the legal 
•equirement that all able-bodied males 
lave a job; and the enlisting erf' most 
women into the labor force by wage poli- 
cies, ideological education and indoctri- 
nation, and the opening of new schooling 
and occupational opportunities. 

Despite a rapid rise in the enrollment 
rf youth in all kinds of schools and de- 
spite the low retirement age (55 for 
vomen, 60 for men), participation rates 
ncreased, because nearly half the stu- 
ents were directed to evening and 
correspondence schools and thus kept 
in the labor force (Rapawy 1976, pp. 
0 - 12 ). 

Recently, because the rates of natural 
ncrease have declined drastically, spe- 
cial efforts are also made to keep retired 
jersons on the job. Finally, die rise in 
abor inputs was also somewhat slowed 
y a rather sharp one-time decline in 
rork hours during the 1950s and early 
,960s — from 45 to 40 standard hours per 


week in industry (Rapawy 1976, pp. 43- 
55). 15 

One can argue that Soviet-Western 
comparisons should be made b etwe en 
rates of actual employment rather than 
participation rates, in order to account 
for unemployment in the West and its 
virtual absence in the Soviet Union. The 
corresponding employment rates for 
E-OECD and die U.S. for 1960 are 63 and 
67 percent respectively, more than 20 
percentage points lower than the Soviet 
figures (Rapawy 1976). The counterargu- 
ment is that die Soviet Union tolerates 
disguised unemployment and that this 
factor shows up as lower labor (and over- 
all) productivity rates. We shall come 
bade to this later. 

Even when enlisting labor is entirely 
successful, rates of growth of employ- 
ment are bound eventually to gravitate 
toward the growth rate of population. 
The secular decline in the latter placed 
a constantly descending ceiling on the 
former so that in recent years increments 
to the labor force are reduced to less than 
one percent per year and are now bot- 
toming out— down to 0.6 percent per 
year (Ann Goodman and Geoffrey 
Schleifer 1982, p. 324). Population and 
labor force growth rates are much lower 
among the European nationalities of the 
Soviet Union and the overall rates are 
kept at present levels only because of 
the much higher growth rate of the Mos- 
lem populations. These by now account 
for about 21 percent of the total popula- 
tion, and generate most of the net addi- 
tions to both population and labor force. 
Because economic activity is highly coa- 

14 On population and labor force issues lee Warran 
W. Eason 1963; Feshbach 1963; Feshbach md 1W- 
pewy 1978; Rapawy 1978; Baldwin 1979. The above 
dhcusrion ignores the r ele Bv e ly woafl efccta of 
changes to the ape structure on treads and .Tpari- 
lons of participation rates. Moch of these elects are 
exclu ded hi any am by i d at ing the liber force to 
the population aged 15-84. 
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oentrated outside the Moslem republics 
and also owing to language problems and 
lower education levels among the Mos- 
lem populations, these labor increments 
are less readily available for productive 
employment. 

Capital. The most outstanding charac- 
teristic of Soviet growth strategy is its 
consistent policy of very high rates of in- 
vestment, leading to a rapid growth rate 
of capital stock. The Soviet capital stock 
has been growing since 1928 at an annual 
rate of 6.9 percent and of 7.5 percent if 
World War II years, when capital was 
destroyed, are excluded (Table 1, line 
5). Until 1975 the growth rate of capital 
remained between 8-9.5 percent, dou- 
bling its size every 8-9 years. These high 
rates, with the implied high rates of 
growth of investment and its high share 
in GNP, are all almost without precedent 
for such long periods (see Table 2) and 
are the hallmark of Soviet growth strat- 
egy. Only since 1976, with a change of 
policy, were the growth rates of capital 
allowed to decline to between 6 and 7 
percent annually (still very high by inter- 
national standards). Even so, in view of 
the much sharper decline in the growth 
rates of labor, capital now remains almost 
the sole carrier of the modest growth of 
the Soviet economy. A more detailed dis- 
cussion of the underlying policies is pre- 
sented below. 

• Before moving on, however, a word 
on the estimates of the capital series pre- 
sented in Table 1. These series are taken 
directly from the Soviet Statistical Year- 
book, following the accepted practice in 
the field (Bergson 1983a, p. 69; 1986). 
For reasons that are still not fully under- 
stood, these official statistics do not seem 
to be subject to die substantial upward 
bias that all agree affects most similar ag- 
gregated “constant price” series. 16 

“Direct use may be Justified, quite surprisingly 
in this case, fay die rather peculiar Soviet method 
of compiling toe relevant data. The Soviet capital 


While this is the accepted view, and 
the basis of most Western series on So- 
viet capital, there is a dissenting voice, 
that of the “British contingent" Based 
on several recent Soviet sources, they 
claim that, like most Soviet series on ma- 
chinery and equipment, the investment 
series also contains a significant element 
of inflation, and that therefore the im- 
plied growth rates are exaggerated and 
the implied productivities are downward 
biased. With the recent low rates of in- 
crease in investment, Wiles and Nove 
even wonder whether the entire growth 
of investment is not made up of price 
increases (Nove 1981; Wiles 1982; Philip 
Hanson 1984; see also Selyunin and Kha- 
nin 1987). Some of the responses to these 
arguments have already been included 
in the discussion above, and detailed dis- 
cussions appear in Cohn (1981) and Berg- 
son (1986). One source of difficulty in 
both the Soviet sources and the debate 
seems to be a confusion between hidden 


series is based on two elements: two capital censuses 
(one in 1959-60 and another in the early 1970s) and 
interim and following investment series. The meth- 
odology that apparently makes these series less af- 
flicted with hidden inflation is the use of "estimated 
prices” (instead of the usual set of "comparable 
prices”), prices that are established and monitored 
by special agencies to avoid price creeping (Cohn 
1981; Bergson 1986). One check on the reliability 
of the Soviet official capital series was provided by 
independent estimates of Soviet capital series 
through the heroic efforts of Moorsteen and Powell 
(1966). These estimates have been discontinued, but 
for the period covered (up to 1973) they come fairly 
close to the Soviet series, A second check is provided 
by ongoing independent CIA estimates of the Soviet 
investment series, which is also not AwimiUr to the 
corresponding Soviet counterpart (Bergson 1986, es- 
pecially Table 1; Powell 1979) . In the case of invest- 
ment, however, it is assumed that some element of 
hidden inflation (between 1 and 3 percent annually) 
is presented in the series especially during the second 
hs3f of the 1970s (Ray Converse 1982; Cohn 1981; 
Bergson 1986, pp. 24-25). The impact of the bias 
on me capital series is much smaller because a 1 per- 
cent bias in the Investment series is translated into 
a much smaller fraction in the capital series, and 
because the accumulated bias in the latter is periodi- 
cally corrected by a new capital census. 
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inflation and increased capital costs per 
unit of output and between capacity re- 
sulting from technological input substitu- 
tion and inefficiencies (Bergson 1986, pp. 
18-25). In conclusion it must be stated 
that the issue is not yet settled and we 
must reserve judgment when productiv- 
ity figures are discussed. 

Land. Line 6 of Table 1 shows data 
on the expansion of land under culti- 
vation. The figure for 1928-40 (1.6) re- 
flects the Soviet territorial acquisitions 
of 1939, and the figure for 195(W>0 (3.3) 
reflects Khrushchev’s Virgin Land Pro- 
gram — the drive to raise food production 
by expanding the sown area, mainly in 
Kazakhstan and Western Siberia. This 
and similar drives are part of the contri- 
bution of land in the general effort of 
input expansion. 

Combined Inputs. The common prac- 
tice of combining inputs by their factor 
shares in national income is not readily 
feasible in the Soviet case. For ideologi- 
cal reasons the Soviet Union does not 
recognize as an economic category capital 
charges other than depreciation, and 
such charges are therefore not included 
in Soviet national accounting. Instead, 
until 1966-67 “profits” were calculated 
as a percentage of production costs and 
then added to production costs to yield 
wholesale prices. Since then, profit 
norms are determined as a percentage 
of total assets, and a capital charge of 6 
percent is levied from profits; however, 
for various reasons, profit norms vary 
substantially among branches and indi- 
vidual products. Similarly, rents on land 
and natural resources were introduced 
only after 1966-67, but also only half- 
heartedly (Bomstein 1976, 1978). In or- 
der to arrive at appropriate Western type 
factor shares and, for that matter, na- 
tional income estimates, all Soviet prices 
must be transformed from official "estab- 
lished” prices into "adjusted factor cost” 
prices, stripped from taxes and subsidies 


and with an appropriate return on capital 
and land. The most common alternative 
practice in the West has been to assign 
reasonable rates of return and rental 
values to capital and land, as a basis for 
calculating their income shares (Green- 
slade 1976; Bergson 1961, 1963, 1973, 
1978a, 1983b, 1985; Moorsteen and Pow- 
ell 1966; and others). The rates used as 
returns to (net fixed) capital over the 
years were 6, 12, and 20 percent, the 
middle rate being the most commonly 
used, apparently also by Soviet planners 
when making project evaluations (Berg- 
son 1983b, pp. 39-41). 17 Depending on 
the method and on the estimates of labor 
inputs, each investigator arrives at a 
slightly different set of weights, and 
therefore obtains a slightly different se- 
ries for combined inputs. 1 ” 

The weights used by Bergson to com- 
bine inputs are 0.62 for labor, 0.33 for 
capital, and 0.05 for land. The figures 
used by the CIA were for up to 1980, 
respectively, 0.558, 0.412, and 0.03 
(CLA, HB, 1984, p. 68; Greenslade, 
1976, p. 279), and slightly different for 
1980-85. Because capital is growing 
foster than labor and land, a lower weight 
for capital generates a lower rate of 
growth of inputs and a higher residual, 
that is, productivity growth. Thus the 
CIA estimates for productivity growth 
are about 0.5 percentage points lower 
than Bergson’s, as shown in Table 1 (CIA, 
HB, 1984). 19 The estimates of factor con- 
tributions and factor productivity in Ta- 
ble 1 are consistent with the assumption 

17 A new method of calculating factor coata and 
input share* was recently developed based cm the 
Soviet input-output table, which involve* computi ng 
factor cost prices under the sumptio n that « sec- 
tor* have the same rate of return on their capital 
inputs (Pitaer 1962, p. 40). 

‘‘See also notes and sources to Table 1. 

18 To illustrate, using a 6 percent ret ur n to capita l 
instead of 12 percent would reduce foe growth rate 
of combined inputs over foe period 1980-JO to 3. 12 
(compered with 3.69) and raise that of productivity 
to 2.14 (instead of 1.51V See Bergson (1963, p. 38). 
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that the Soviet production of GNP lies 
akmg a Cobb- Douglas production func- 
tion with constant returns to scale. We 
shall discuss other interpretations of the 
production data in Section VII. 

The pattern of Soviet growth as shown 
in Table 1 is called extensive growth in 
the Soviet and Western literature. As we 
have seen, its main characteristic is in 
generating growth mostly through the 
expansion of inputs and only marginally 
through rises in productivity. Indeed, 
emphasis oh input growth has been a 
strategic decision of Soviet policy makers 
from the beginning (Alexander Erlich 
1967; Bergson 1973; Cohn 1970; James 
R. Millar 1981; and many others). The 
other aspect of the extensive model, the 
relatively small contribution of pro- 
ductivity growth, is clearly an undesira- 
ble and unintended outcome. The inter- 
esting questions are, to what extent is 
this failure a systemic problem that can 
be corrected by radical changes? If so, 
what are its sources and what are the 
changes needed? Is it affected by various 
policy aspects including different ele- 
ments of the growth strategy? To what 
extent may it result from the extensive 
aspect of the growth strategy itself, 
where the emphasis on maximizing input 
expansion may have created conditions 
that are disruptive to productivity 
growth? More on this later, but not be- 
fore we review the other structural 
changes in Soviet economic growth. 

IV. Structural Changes 

According to Kuznets (1966, 1971b), 
the discussion of structural change covers 
three aspects: changes in GNP dis- 
tributed by end uses, changes in the in- 
dustrial composition of CNP and of in- 
puts, and changes in the extent and 
structure of external economic relations. 

A. End Use 

A key feature of the extensive growth 
model is that capital grows faster than 


GNP. This is due to the high growth rate 
of capital, on the one hand, and to low 
productivity advance, on the other. Con- 
sequently, in order to sustain the growth 
rate of capital, the share of investment 
in GNP, in constant prices, must grow 
continuously. The share in current prices 
can move in both directions, depending 
on the change in the relative price of 

investment goods vis-ft-vis other GNP 
20 

uses. 

As shown in Table 3, the share of gross 
fixed investment in GNP, when defined 
in constant 1970 factor cost prices, 21 rises 
continuously and rather steeply. From 
1950 to 1980 it rose from 14 to 33 percent 
of GNP (line 12). This manifests itself 
in a faster rise of investment compared 
to GNP growth (see Table 1); however, 
when measured in current prices, the 
share is fairly constant from about 1960 
on — which means that at least since then 
the relative prices of investment goods 
have been declining. Since 1960, the 
investment shares are stable at 27-29 
percent (Table 3, line 1). These are com- 
paratively high figures; very few coun- 
tries have sustained such burdens for so 
long. Kuznets estimates that “normal” in- 
vestment shares reach about 20 percent 

“The relation between / (investment), K (the capi- 
ta] stock), and Y (national product) in real terms is 
given by: 

UK = (I/YXY/K). 

Let us describe growth by Y = etK + 0L + A, where 
(•) denotes growth rates, L is labor, and A is the 
level of technology. 

Under intensive growth, ,K < Y, so Y/K rises over 
time. In order for J/K {= KIK) to stay constant, IIY 
must decline, i.e. 1 <Y. 

Under extensive growth, K > Y, so Y IK declines 
and a constant UK implies a rising I/Y. 

The share of investment in CNP in current prices 
may be written as lJY e = l?JY? r where c stands 
for “in current prices" and P tor "price level.” 

A change in the relative price of I, due, for exam- 
ple, to faster technological change, may slow down 
the rise of I/Y in real terms. 

21 Factor costs are calculated by adding subsidies 
to and subtracting (turnover) taxes from established 
prices. No adjustments are made to make factor 
prices scarcity prices as in "adjusted factor costs.” 
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. CNP at an advanced stage of develop- 
lent (1966, pp. 496-97). Indeed, most 
'the figures for various groups of coun- 
•ies are about 20 percent (Table 3). 22 
Compared with this estimate there is an 
xcess Soviet investment of about 8 per- 
intage points of GNP. The only other 
auntries belonging to the control group 
/hich invest that much or more, and for 
uch extended periods, are Japan and 
Norway (OECD 1982, p. 60). Another 
laracteristic of the growth orientation 
Soviet investment is that less than 20 
•ercent goes to residential construction 
.* compared with more than one-quarter 
E-OECD (OECD 1982; Cohn 1976b, 

. 452). To the basic figure of 28 percent 
fixed investment one must add 2-3 
iereent of investment in inventories and 
-3 percent spent on Research and De- 
dopment (R and D), to get a grand total 
f about one-third of CNP in current 
rices for investment. 

Before we discuss the implications of 
le above for consumption, a word on 
le share of GNP allocated to general 
avemment uses, especially defense. 23 
Tie most recent estimates of the share 
' defense spending in Soviet GNP (the 
efense burden) are between 15-17 per- 

® The figure estimated from the C it S regressions, 
1 percent, indudes investment in inventories, as 
i the World Bank figures. 

® See note "a" to Table 3. Soviet defense spending 
usually defined in Western statistics in two ways, 
lower range of spending estimates is based on the 
efinition of defense used in the U.S. and indudes 
le U.S. equivalents of (a) national security programs 
inded by the Department of Defense, (b) defense- 
slated nuclear programs, (c) selective service acti vi- 
es, and (d) defense-related activities of the Coast 
uaid. This definition is broadened in the upper 
inge to indude other activities that the Soviets may 
ew as part of their defense effort: (a) internal secu- 
ty, (b) construction and railroad troops, (c) civil de- 
nse (in part), (d) military assistance, and (e) military 
ockpiling. Both definitions exdude military pen- 
ons and veterans’ benefits. 

The estimated defense spending according to the 
xxmd definition is usually lager by 2 percent of 
NP than the estimate basal on the first definition. 
m figures in Table 3 rely on the first definition 
rhich is better for comparison purposes). See U.S. 
ongress 1961, pp. 129-30; CIA 1961, p. 10, 


cent for the early 1980s, estimated in 
1982 prices. After a sharp decline in the 
share of defense following Stalin’s death, 
it resumed a monotonic climb from possi- 
bly less than 10 percent in the late 1950s 
to about 13 percent in 1970. 24 This rise 
in the defense burden represents a com- 
bination of varying proportions of in- 
creases in real spending at rates higher 
than CNP growth, and an apparent mon- 
otonic increase in the relative price of 
defense. The first factor was more impor- 
tant up to the mid-1970s, when a major 
policy decision trimmed the real annual 
growth of defense spending from about 
4 percent to 2 percent with almost a 
freeze on growth of the procurement of 
weapons (see Table 1, line 14). Increases 
in the cost of defense relative to econ- 
omy-wide price rises have been more im- 
portant and more pronounced since the 
early 1970s. 25 These cost increases stem 
from the rising level of sophistication of 
the new weapon systems and from the 
difficulties encountered by the Soviet 
system in coping with diem (Becker 
1986). 

By all standards, the defense burden 
on the Soviet economy is especially high. 
As shown in Table 3 (line 11), it is at 
least three times higher (and often more 
than that) than for the group of industrial 
countries. It is also about three times 
higher than the defense burden of the 
United States. This exceptionally high 
defense share reflects both Soviet aspira- 
tions to achieve world-power status add 
sustain its position in the arms race, and 
the need to support this effort by a na- 

u The figures for 1970 and 1962 are in established 
Soviet prices as esti mat ed in the West. For years 
before 1970 and between 1970 and 1982 the mans 
are usually calculated in 1970 prices. The in fer enc es 
about the behavior of current price shares ase made 
on the basis of estimates of relative price rises by 
Becker (1966, ms. 16-1% CIA (1986, pp. 35-37). 
and others. See further discussion on the data below. 

B It is estimated that the price level of defe ase 
has been rising since 1970 at about 3 pot cent per 
year as compared with e g eneral price rim of ab o u t 
2 percent (CIA 1966. pp. 33, 35k 
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TABLE 3 

End-Use GNP Shakes 
(percentage) 






Soviet Union 

Kravis 

E-OECD 

USA 

IMEs 

C Ac S 


1928 1950 1960 1970 1980 1975 

1980 

1980 

1982 

1980 


Current Established Prices 


1 Gross fixed invest- 

19 

17 

27 

29 

28 

21,24 

21 

18 

20 

22 

ment 











2. Inventory change 

4* 

6* 

3 

4 

3 

b 

— 

— 

— 

— 

3. Rand Dc 

— 

— 

2 

3 

3 

— 

— 

— 

— 

— 

4. Consumption 

73 

64 

59 

55 

55 

65,71 


65 

62 

64 

5. Household 

68 

55 

53 

49 

49 

— 

60 

a Food 1 





18 





18 

7. Communal services 

5 

9 

6 

6 

6 


18 

18 

18 

14 

8. Government 

5 

13 

10 

10 

11. 






9. Civilian administra- 

3 

4 

2 

3 

3 

8,11 





tion 











10. Other* 

2 

9 

8 

7 

8 

— 





11. Defense 1 

2 

9 

12 

13 

16 


1-5 

5 

4 

— 



(17) 









Constant Factor Cost (1970 Prices) 










12. Gross fixed invest- 


14.2 

24.2 

28.2 

33.0 





ment 











13. Consumption 


59.9 

57.7 

54.2 

53.6 






Sources. The Soviet Union: 1828, 1850— Bergson (1861, Table 3, p. 46); 1960-80— CIA (1883, Tables 5 and 18). 
Constant factor cost shares are from CIA (1983, Table 9). The figure for food consumption is from Schroeder and 
Edwards (1981, p. 20). Defense expenditures for 1950-70 are from Becker (1986. Table 2, p. 14); the figure for 
1980 is from CIA (1986, p. 35). Other countries: "Kravis" — Kravis et al. (1982, Table 1-6, p. 18); "E-OECD" — 
OECD (1982, various tables); C Ur S— Chenery and Syrquin (1975, Table 3, pp. 20-21). Defense shares are from 
CIA HB, (1964, Table 22. p. 47). 

NoU: E-OECD and USA data are based on CDF rather than GNP. It is assumed that the distortions created by 
taxes and the exclusion of proper factor payments are much more significant in the Soviet Union than those created 


tkmal product that is about half the size 
of its chief adversary. While the defense 
effort cannot be considered an integral 
part of a “socialist growth strategy” in 
an abstract sense, it clearly has a very 
strong impact on the realities of the So- 
viet growth pattern. 86 

*n» above discussion over the relative size of 
the Soviet defense effort represents the current esti- 
mates mid views of what may be called the main- 
stream in the ield includhig the CIA which, for obvi- 
ous reasons, invests moat c f its resources in the 
investigation of tbs question. Comprehensive sur- 
veys on the aaethods of esti m ation and the nature 
of eaisttng disagre em e nts can be found in Becker 
I960; Richard F. Kauhnan 1965; Donald F. Burton 
198}; and Hanson 1971a. The major method of esti- 
■*< rCo/vtit ' enr 1 * r the bufhbng-Mocb 


method, starts from estimates of physical series of 
die production of weapons, employment of military 
personnel, and so on. These series are then valued 
and aggregated by estimates of their U.S. dollar costs 
in the United States. Finally, estimated ruble/dollar 
price ratios are employed to transform the dollar into 
ruble series. Die problems and difficulties encoun- 
tered at every step may explain why twice in one 
decade Ae CIA came out with major revisions of 
its own estimates. Once, in 1973, the revision con- 
sisted mostly of near doubling the ruble cost of more 
or less unchanged dollar estimates of Soviet defense 
spending. The second major revision, in 1983, in- 
volved scaling down the estimates of real rates of 
growth, mostly of weapons procurement. The major 
dissenting views are, on one side, those of Lee 
(1977a, 1977b, 1679b) and Rosefielde (1962), who 
consistently come up with higher estimates of Soviet 
defense spending, its growth rate, and its GNP shares 
(see also Birman 1984). They claim that what the 
CIA considers cost increases are real increases in 
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by tu« in other countries. In 1970, the consu mp tion share in the Soviet Union at factor cost was lower by one 
percentage point than that estimated at established prices (54.2 and 55.1 respectively; CIA 1963, p- 8. Fiber 1962, 
p. 21). OECD, IMEs, and USA dab are as in Table 2, except that the IMEi figure is the Median valne far the 
group. Kravis' dab are simple averages for two groups of countries; the left-hand figure is the average far Italy and 
Spain, and the right-hand figure is the average far nine industrialized countries (eight European and Japan), ea d ndfa g 
die U.S.; C It S stands far Chenery and Syrqtdn 1975. The figures in this column are the t el e vent levels as 
estimated bom their equations for a level of CNP per captb of about 91,500 (of 1965), the tppnri—sSr level <or 
the Soviet Union in about I960 (see test p. 1776). 

Consumption includes the provision of communal services, mostly education and health, by governments. House- 
hold consumption excludes services supplied by governments. 

As apparent bom die table and the related discussion in the test, the sum of the shares of investment (lines 1, 
2, and 3), consumption (line 4), civilian administration (line 9), and defense (line 11) and up to more than 100 
percent in all yean since 1970. This results from the fact that .expenditures cove r ed by "other" go v ern m ent expenem 
include, in the reconstruction of Soviet CNP in the West, only part of the Soviet defense expenditur es. Western 
analysts believe that the amounts spent on defense but unaccounted far in ‘'other* government eapensee (fine 10) 
are allocated and reported according to the Soviet practice in other categories, fixed investment, rhangrt in inventory, 
R and D (where over half the expenditure is probably spent on military R and D), and consumption (military 
subsistence and pay). See Beclcer (1969, Ch. 7); JEC (1962b, pp. 121-23). It is also possible that fas the reco ns truction 
some defense expenditures are left out of total CNP. Western analysts are not sure bow to allocate the rest ef 
defense among other uses, and thus are also unable to reallocate them to defease. Therefore, there is no breakdown 
of Soviet GNP by end use with defense as one of its categories (CIA, 1963). The above implies that the shares of 
consumption (and household consumption) and of investment (especially R and D and inventories) are ow es st a led 
by a few points for purposes of international comparisons. But this does not significantly affect any of the obaervationa 
in the text. 

1 Including changes in livestock. 
b — “not available. 

1 R and D figures for the Soviet Union in 1928 and 1960 are included in the government budget. For other countries 
the figure is included in other categories. 
d Food excludes beverages and tobacco. 

' In 1928 and 1950, indudes defense expenditures ax recorded in the budget, that is, only part of snch outlays (see 
text). In 1969-80, in addition to part of all defense expenditure the category may contain other (small) — sp rrtfirri 
government expenditures. 

f For 1928 and 1950 the data are official Soviet figures as recorded in the budget. The figure in pasentheaes far 
1960 is from Becker (1966) and indudes, as do the figures for 1970 and 1960, aO defense exp end it ures, tome of 
which are recorded in the various investment categories (including inve n tories and R and D) and constuaptioa 
The defense share is recorded at factor cost, not in established prices as are the rest of the figures fas the table. 
The bias created is small 


Government administration and gen- 
eral government collective services, such 
as internal security, take up only 2-3 per- 
cent of GNP in current prices and do 


mending reflecting quality improvements. It follows 
mat the differences in estimates of the defense shares 
in current prices are now relatively narrow. Dissents 
on the other side of the estimates are mainly by 
Franklyn D. Holzman (1980, 1662), who questions 
the finding about rising relative costs of detinue, in 
contrast with Gerschenkron'i theory of dedining 
costs of advanced products (1947), and also with 
claims of the relatively higher efficiency of defense 
production in die Soviet Union. All estimates, how- 
ever, agree that the share of defense in the Soviet 
Union has been exceptionally high in comparison, 
and this is the main relevant point for the purpose 

rff* «'WV 


not require special attention. This figure 
may appear far too low for a system that 
is the symbol of bureaucracy and internal 
security, but I believe it is of the rigfrt 
order of magnitude. 27 

The final claimant on GNP is contttmp- 

17 I tried to check this point (Ofer 1973, Chs. 3- 
4), and received a dissenting rejoinder (Gertrude EL 
Schroeder 1976). I stand by my conriuskm that labor 
and money resource* devoted to civilian public ad- 
ministration are, at least, not strikingly large even 
by the standards of market economies. Some support 
for this claim is p res en te d in Table 3 (lines 7, 8) 
where "normaT shares far government services, with 
oommunal services, are coly sMrtiy eaoeasive fa the 
Soviet Union, axttfderiag mat they fadfade dm belt 
of the large defense outlay*. See an> Schroeder and 
Ft -I' 1’ 'P 1 ' vf 
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Hon, whose share has declined over the 
years, in current prices, from 73 percent 
in 1928 to 64 percent in 1950 down to 
55 percent in 1980. Consumption here 
includes household consumption fi- 
nanced by disposable income, and “com- 
munal services,” chiefly education and 
health, provided almost entirely free of 
charge by the government. 88 

The share of consumption in GNP is 
lower in the Soviet Union than in most 
countries, typically by at least ten GNP 
points, which are taken up as seen above 
by investment and defense. The compar- 
isons are presented in Table 3; some are 
for private consumption and others for 
household consumption only — that is, 
without communal services. The typical 
Western level of household consumption 
is 60-65 percent compared to the Soviet 
50 percent, while die typical level for 
total private consumption is 65-71 per- 
cent compared to the Soviet 55 
percent.^ 

Figures on the increase in consump- 
tion per capita and per worker are pre- 
sented in Table 1, and international com- 
parisons are made in Table 2. Growth 
rates of consumption and of its compo- 
nents are presented at factor cost and at 
established prices. Factor costs are con- 
sistent with the GNP series, and estab- 
lished prices, paid by consumers, better 
represent changes in welfare. During 
1928-40 consumption per capita rose by 
only 1.4 percent, but the entire rise is 
credited to communal services. House- 
hold consumption per capita actually de- 
clined (Table 1, lines 18-20). During 
those years the Soviet regime was en- 
gaged in rapid expansion both of medical 

*Tbe rate of decline shown here may be slightly 
eiaggerated because estimates hr earlier years (Janet 
G. Chapman 1963, Berpoa 1961) may be sH^dy 
upward biased a ccord in g to more recent methodol- 
ogy. 

* Similar c o mp ari s ons and results ate presented 
by Schroeder an a Imogens Edwards 1981, p. 20; 
Bergson 1963c, pf>. 20&6; and Fitter 1962, p, 22. 


services and of the fducation^ *^tem, 
an intensive effort of investment in hu- 
man capital alongside that in material 
capital. The combined volume of these 
two services quadrupled in 1928-40 (line 
18). The feet that household consumption 
per capita declined somewhat over that 
period is an extreme manifestation of Sta- 
lin’s industrialization policies. After 
1950, consumption per capita was al- 
lowed to grow more rapidly for almost 
three decades, creating a real revolution 
in the Soviet standard of living, a revolu- 
tion that goes beyond the quantitative 
rise. The estimates do not capture the 
improved consumption environment and 
the variety and quality of goods and ser- 
vices that together brought a radical 
change in the quality of life in the Soviet 
Union; however, it should be borne in 
mind that this started from very low ini- 
tial levels. Growth of consumption per 
capita has tapered off recently, following 
the trends in GNP, reaching the very 
low annual rate of about 1 percent and 
less. The apparent contradiction between 
increasing consumption levels on the one 
hand, and declining consumption shares 
in GNP on the other, reflects a decline 
in the relative prices of household con- 
sumption (primarily the result of reduc- 
ing sales taxes and raising subsidies) and 
the feet that the growth rate of consump- 
tion over most of the period, even after 
World War II, was kept below that of 
GNP (Table 1). 


All along, except for one interval, con- 
sumption per worker rose more slowly, 
and household consumption per worker 
even declined substantially in 1928-40 
(Table 1, lines 17 and 4). While GNP 
per worker measures productivity, con- 
sumption per worker is a better measure 
of overall consumer welfare than con- 
sumption per capita because it also takes 
account of the amount of work effort or 
leisure forgone. 

Soviet growth rates of household oon- 
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sumption per capita for 1950-80 are 
somewhat higher than the E-OECD av- 
erage for the same period and than those 
of IMEs for 1960-80. Soviet rates are 
equal to the other groups of countries 
(Table 2, line 12). E-OECD rates per 
worker are, however, equal to or higher 
than Soviet rates (lines 13 and 14), 
whether the former are presented per 
labor force member or per worker. In 
both comparisons the U.S. rates are 
lower. At least 6 OECD members, and 
possibly 14, have higher per capita rates, 
and more countries have higher rates per 
employed person (OECD 1982). 30 The 
welfare implications of unemployment 
aside, the Soviet citizen seems to be 
catching up with his Western counter- 
part very slowly, if at all. 

The smaller and declining share of con- 
sumption in Soviet CNP brought about 
a situation in which the relative level of 
consumption of the average Soviet citi- 
zen, when compared across countries, is 
lower than that of GNP per capita. Ac- 
cording to Schroeder and Edwards, So- 
viet per capita consumption level in 1976 
is just above one-third of that in the U.S. 
(1981, p. 19), compared with 45 percent 
of GNP per capita, and 36 percent of 
GNP per employed person (Schroeder 
and Edwards 1981, p. 26). The actual 
figure for the Soviet citizen is bound to 
be even lower, because the comparison 
necessarily foils to take into account the 
limited variety and choice of goods, the 
effort that must be invested in shopping, 
the lines, the perennial shortages, the 
lower level of retail trade services, and 
possibly the unaccounted for lower qual- 
ity of many goods and services (Bergson 
1983c; Schroeder and Edwards 1981; 
Schroeder 1982). Birman (1983), in a 
criticism of Schroeder and Edwards’ pa- 
per, estimates Soviet per capita con- 

30 Similar evidence is pres en ted by Bergson 1063c, 
Schroeder and Edwards 1061, and Schroeder 1062. 


sumption at only 22 percent of the U.S. 
level. This is probably much too low, but 
some of Birman’s points are valid and 
are mentioned above. One additional 
point is that when comparing consump- 
tion of retail goods in the Soviet Union 
and the U.S., the huge differences in the 
quality of retail services is disregarded 
(Birman 1983). This difference means ex- 
tra time pressure on the Soviet con- 
sumer, who must spend many non work 
hours attempting to obtain retail ser- 
vices. 

B. Sector of Origin and Urbanization 

More than 50 years after the initial 
industrialization drive, the Soviet Union 
still lags behind the West in some of the 
main characteristics of structural change. 
Comparative data are presented in Table 
4. The level of urbanization was 63 per- 
cent in 1980 compared with a C & S 
“norm" of 70 percent for its level of de- 
velopment, and an average of 78 percent 
for E-OECD countries. The gap is actu- 
ally even wider, because within the So- 
viet Union very few places are defined 
as rural unless they are either collective 
or state forms, whereas in most other 
countries many small nonagricultural lo- 
cations are classified as rural. Corre- 
spondingly, more than a quarter of the 
persons employed in the Soviet Union 
(in 1980) still worked in agriculture, com- 
pared with the “normal” figure of about 
15 percent, and 20 percent of the Soviet 
CNP is still derived from agriculture, 
compared with “norms” of 4-12 per- 
cent. 31 On the urban side of the industrial 
structure there is, first, a deficiency in 
labor and GNP shares of the service sec- 
tors, in each case by 10-15 points, and 
only normal shares (not higher) for the 
M sector including manufacturing, min- 

u GNP share* should be compared across com- 
tries in current prices, to the following rofen to fans 
5-8 to Table 4. Labor force Alter are w p ai e d to 
lines 1-4. 
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TABLE 4 

Industrial Structure by Sector of Origin and Urbanization 
A. Shares In Libor Force and GNP (percentage) 


Soviet Union C k S E-OECD 



1926 

1940 

1950 

1970 

1980 

1960 

1980 

1950 

1960 

Employment Shares „ 

1. Agriculture 

71 

54 

54 

32 

26 

38 

16 

at 

Id 

2. Manufacturing 

14 

23 

23 

34 

35 

25 

34 

37 

36 

3. Services 

15 

23 

22 

34 

37 

37 

50 

34 

50 

4. A/(A + M) 

84 

70 

70 

48 

43 

60 

32 

44 

29 

GNP (Currant Prices)* 

5. Agriculture 

— 

29 

31 

21 

20 

18 

9 

13 

4 

6. Manufacturing 

— 

34 

31 

39 

41 

31 

36 

34 

39 

7. Services 



37 

38 

40 

40 

50 

54 

51 

57 

8. A/(A + M) 

— 

46 

50 

35 

33 

37 

20 

31 

9 

Urbanization (percentage of population) 

18 

33 

39 

56 

63 

55 

70 


78 


B. Changes Over Time (percentage points) 


Soviet Union C fc S E-OECD 



1928-80 

1950-80 

1960-70 

Range 

1928-80 

1950-80 

1960-80 

Employment Shares 

9. Agriculture 

-45 

-28 

-22 

-55 

-33 

-22 

-14 

10. Manufacturing 

21 

12 

11 

24 

13 

11 

-1 

11. Services 

22 

15 

12 

28 

20 

13 

16 

12. A/(A + M) 

-41 

-27 

-22 

-56 

-38 

-28 

-15 

CNP (Currant Prices)* 

13. Agriculture 

_ 

-11 

-10 

-43 

-17 

-9 

-11 

14. Manufacturing 

— 

10 

8 

23 

11 

5 

5 

15. Services 

— 

2 

2 

18 

5 

4 

6 

16. A/(A + M) 

— 

-17 

-15 

-60 

-31 

-17 

-22 

Urbanization 

45 

24 

17 

57 

26 

20 

— 


Sources; Soviet Union: Labor shares, 1986, 1940— Ofer (1973, Table E-l, p. 187); 1980-83— -Rapawy (1985, Tables 
1, 4, pp. 1, 8). Product shares, 1937, 1960— Kaplan (1969, Table A-6.1, p. 183); 1960-80— in current prices; 1950- 
80 — CIA (1983, Table 10, p. 10). Urbanization levels, Narkho* — various years. Other countries: CAS, Cbenery 
and Syiquin (1875, Table 3, pp. 20-21); E-OECD and U.S., OECD (1982, various tables). 

Note: Here, too, as in earlier tablet, data for the period up to 1950 are not folly consistent with later data. The 
definition of the sectors is at in Table 1. “1950" and “1960" under CAS stand for CNF per capita values of 
approximately 8600 and 81,500 of 1966. The “range" in Part B of foe table stands for changes from a level of CNF 
per oapita of about 870-81,500. “1928-80’' coven the income range of 8300-81500. In each case the dates attached 
correspond to the approximate tone when Soviet CNP per capita was at the corresponding level. Data for E- 
OECD are baaed on CDP and represent the structure of the sum of the entire group of countries. 

• Data for 1940 la for 1937. Data for CNP in current prices for 1950 is in 1955 prices. The bias created mutt be 
very small. 
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mg, and construction. Here, too, the fig- 
ures in the table are not exactly compara- 
ble, and make the Soviet Union seem 
closer to “normal” than it really is. 32 The 
word only is used above in referring to 
the M shares because one would expect 
to find relatively high levels of activity 
in that sector in the Soviet Union. The 
lower than normal service shares stem 
from, among other things, a persistent 
Marxist-doctrinal bias against service ac- 
tivities. Most services to people, includ- 
ing government administration, are con- 
sidered “nonproductive.” 

When the emphasis is shifted from the 
Soviet economy today to comparisons of 
changes over time, one finds that by and 
large the Soviet Union has followed a 
normal pattern of change, and indeed 
quite rapidly (Table 4b). Between 1928 
and 1980, and even since 1950, most 
changes are equal to or larger than those 
called for by estimates derived from the 
C & S equations. This is even true with 
respect to labor and product shares. On 
this basis Kuznets and others judged the 
changes to be normal in direction and 
intensive in pace (Kuznets 1963, pp. 345- 
47; Millar 1981). 

How can one reconcile this apparent 
contradiction between a normal pattern 
of structural shifts and a biased structure 
still in effect in 1980? There are a number 
of possible explanations. First, it has 
been shown that in 1928 the industrial 
structure of the Soviet economy was al- 
ready tilted in the same direction as it 
is today, but much more so (Ofer 1973, 
1976, 1977, 1980c). In feet the industrial 
distribution of the labor force in 1928 re- 
sembled the one shown by C & S for 
countries with a per capita income of $70, 
not $300, as was estimated for the Soviet 
Union. This finding may explain the dif- 

“in the C & S data, mining and quarrying an 
included in the A lector, and the Soviet labor aeries 
an for fuB-time annual equivalents, which usually 
reduce* the ultimate for agriculture. 


ferent Soviet structure by long-range his- 
torical factors, or simply because the 
USSR needs more time to catch up. Both 
explanations are partly valid, but they 
cannot explain the entire gap. Based on 
comparative analysis with a more limited 
group of countries, 1 have shown that 
even when the historical legacy is taken 
into account, until the mid-1960s struc- 
tural changes in die Soviet Union were 
not as rapid as has been typical else- 
where: Urbanization levels, the decline 
in the A labor share, and the rise in the 
S labor share were all below the norm. 
It was claimed that the biased structure 


and the slow changes reflected two major 
strategic development decisions: first, to 
go with the smallest possible increase in 
consumption levels, including minimum 
development of agriculture and services, 
and second, to concentrate most invest- 
ment resources in industrial growth 
while limiting them in all other sectors 
including agriculture, urban infrastruc- 
ture, services, and even transportation. 
Such a strategy implies slower urban 
growth, less than normal rural-to- urban 
migration, higher than normal labor-to- 
capital ratios in agriculture and services, 
and higher ratios in manufacturing. Be- 
cause technofogy and productivity are at 
least partly embodied in capital, it also 


follows that both the A and the S sectors 
lag in productivity relatively to die M 
sector. 


Since the mid-1960s structural changes 
accelerated and moved closer to normal 


13 Thli can be seen {ran the dunes ia the ianpfcad 
sectoral relative prices computed from CNF mm 
in current and constant prices. Bet w een 1850 and 
I960 relative A prices (to CNF) increased 38 percent, 
relative M prices d ecto e d 24 percent, and refon 
S prices rose 52 percent — based cm data on the distri- 
bution of CNF by sector of origin in c ur rent (estab- 
lished), and constant, t97D prices in CIA (1983, TsUr 
10, p. 10). These relative price changes may aim 
reflect government policy in nUsteg A prices ami re- 

- - * -i r ^ i— a M — — r . - - «Mam 

immgramgM 

warranted. 
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patterns. This is especially true of urban i- 
z *b°n and of die labor share in agricul- 
ture, but also, to some extent, of ser- 
vices. The main causes of this change 
were the shift to more favorable policies 
toward agriculture and the emergence of 
labor shortages, especially in manufac- 
turing and related branches. The more 
tolerant attitude toward the growth of 
consumption also contributed to this re- 
sult. 

C. External Economic Relations 

Foreign trade and aid, and the move- 
ment of people, capital, and technology 
have played important roles in the theory 
and viability of economic development 
everywhere. External economic relations 
strongly affect both the rate of growth 
and the pattern of the accompanying 
structural changes. Have Soviet external 
relations, like other aspects of Soviet in- 
dustrialization, been atypical? And if so, 
what are the growth and structural impli- 
cations? 

A number of difficulties arise in com- 
paring the Soviet Union’s external eco- 
nomic relations with typical patterns of 
modern economic growth. First, there 
is no single unique pattern for all coun- 
tries, but a variety of patterns depending 
on the strategy chosen (e.g., export lead 
or import substitution), the relevant 
time, and world conditions (Kuznets 
1966, Chs. 6, 10; Chenery and Syrquin 
1975, Chs. 4 and 6). Second, on the So- 
viet side there is its large size and abun- 
dance of most raw materials that make 
it almost sui generis. In addition to the 
above objective problems, there is also 
the difficulty in interpreting official So- 
viet trade statistics: Soviet trade is con- 
ducted by the Ministry of Foreign Trade, 
which has been until very recently virtu- 
ally the sole Soviet trader in foreign mar- 
kets. Internally, die Ministry buys and 
sells at domestic prices, but trade is con- 
ducted in international transferable ru- 
bles, reflecting prices related to world 


prices, but different from domestic prices 
(Trend 1980; Trend and Kostinsky 1982). 
This obscures the volume of trade rela- 
tive to the size of the economy and its 
economic impact. Lack of official data on 
trade in services and on the capital ac- 
count adds to such difficulties. 

As a rule, large countries engage less 
in international trade, which also has a 
smaller effect on their internal economic 
structure. In spite of this, Soviet external 
economic relations have attracted much 
attention in Western literature. There 
are two reasons for this. First, there is 
the natural interest of other countries as 
potential partners or competitors. Sec- 
ond, there is interest in the theoretical 
and empirical aspects of the conduct of 
trade by a centrally planned system, its 
internal and external effects, and on how 
trade is conducted when internal prices 
are so extremely remote from world 
prices. In view of the limited effects of 
trade on large economies, this survey will 
restrict itself to a brief discussion of the 
main issues. (Some recent surveys of the 
literature are Holzman 1974, 1976; Ed- 
ward A. Hewett 1982; Marshall I. Gold- 
man 1975; Michael R. Dohan 1979.) 

Autarky. The first notable feature is 
the small amount of external economic 
aid the Soviet Union has received com- 
pared with many other countries, even 
with pre-Revolutionary Russia. There 
was very little private inflow of capital 
during the early 1830s, and with the ex- 
ception of lend-lease during World War 
II and forced transfers of resources from 
East Germany and Eastern Europe 
thereafter, there was very little govem- 
ment-to-govemment aid. Growth was 
self-financed all the way, mainly through 
compulsory saving. 

Second, no matter how it is estimated, 
the volume of Soviet trade up to the mid- 
1950s was below reasonable international 
standards, and also below trade levels 
achieved during the Tsarist era. Holzman 
(1963, p. 290) estimated the share of ex- 
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torts in national income at 10.4 percent 
1013, 3.1 percent in 1929, 0.5 percent 
1937, and 2 percent in 1955. These 
igures, since 1929, are small enough to 
astify the claim of autarky even for a 
ountry the size of the Soviet Union. But 
ince 1946 Soviet trade figures have been' 
; -owing very rapidly in real terms — 13 
lercent annually in the 1950s, 8 percent 
the 1960s, and 9 percent in' the 
370s — thus constituting a rapidly in- 
-easing proportion of CNP. Soviet trade 
lares were estimated by" Treml (1980), 
allowing necessary price adjustments. 
An attempt to compare Soviet trade 
lares with “normal” patterns is made 
ith the help of the C & S equations, 
iter an adjustment of the C & S esti- 
mates for CNP size, and taking into ac- 
aunt the secular rise in world trade 
ince 1965 (the base year for the equa- 
10 ns), and on the basis of Trends esti- 
mates with some adjustments, 1 estimate 
mat in 1965 the Soviet trade ratios (im- 
«rts plus exports divided by CNP) were 
oout one-third below the "norm,” and 
mat by 1980 they had probably caught 
y and closed the gap. It is possible that 
y 1980 Soviet commodity trade reached 
5-20 percent of GNP (based on Treml 
980), which may be similar to the U.S. 
atio (The World Bank, WDR, 1984, p. 
27). 34 

The expansion of trade after World 

M Trend's figure for commodity trade as a percent- 
,e of Soviet national income, both in domestic estab- 
shed prices, is 14.9 for 1970 and 21.1 for 1976. 
ince 1976 it has grown further as trade has been 
tpanding faster than national income. An adjust- 
lent of the denominator from "national income," 
oviet definition, to Western-type GNP reduces the 
oviet trade proportion 10-20 percent (Bergson 1980, 

. 207). In his comment on Trend's paper, Berpon 
960) raises some other issues, most of them about 
le proper prices that should be used, that may re- 
uce the Soviet trade proportion even further. Hew- 
tt (1983, pp. 274-76) also questions Trend's figures, 
rat, because he doubts the correctness of the prices 
red, and second, because he believes that Soviet 
n ports in domestic prices contain a high proportion 
tarifis dud must be eliminated. See also Treml 
id Kostin sky 1962. 


War II was first concentrated In trade 
with the newly established socialist re- 
gimes in Eastern Europe, but since the 
mid-1950s trade with Third World coun- 
tries and then also with the developed 
West began growing rapidly. Autarky, in 
die sense of trade proportions, was thus 
part of Soviet policy only up to World 
War 11 or shortly thereafter. It was partly 
the Soviet Union’s large size, partly the 
concentration of trade within Eastern 
Europe, and partly — perhaps most im- 
portant — the way it conducted trade (the 
isolation of the economy from world mar- 
ket prices and from external connections, 
and inconvertability of the ruble) that 
helped sustain the autarky claim or image 
(Holzman 1974). The quite rapid devel- 
opment of significant trade shares by the 
much smaller Eastern European socialist 
countries further contributed to weaken 
the assumed close association between 
autarky and the socialist system 
(Holzman 1974, 1976). 

The structure of Soviet trade is shaped 
by the Soviet Union’s growth strategy, 
its natural endowment, and its choice of 
partners. Here, too, size vitiates simple 
comparisons. The evolution of the struc- 
ture of Soviet trade differs in at least 
three ways from the patterns in other 
countries trading along the same devel- 
opment road. First, the balance of trade 
in agricultural products turned negative 
rather early, in 1958. By the 1970s, it 
was 18 percent in favor of imports with 
almost no exports. 35 The change is much 
more extreme than for OECD countries 
which today still have a balanced trade 
in agricultural products. The contrast is 
especially marked in view of the tradi- 
tional position of Russia as a large ex- 
porter of such goods. 

Second, the Soviet Union developed 
a large export capacity of nonagrkultural 
raw materials and other natural re- 
sources, including oil and gas. From a 

* The percentagei here and below are for net lows 
of exports mkuu imports as percent of total exports. 
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negative balance until World War II, the 
Soviet Union moved to a positive balance 
of about 20 percent since the early 1960s. 
During the late 1970s and early 1980s 
more than half of Soviet exports belonged 
to raw materials. Most industrial coun- 
tries have a negative balance in raw mate- 
rials (the U.S. has a 20 percent negative 
balance). 

In terms of all primary products com- 
bined, agricultural and nonagricultural, 
the Soviet Union has developed in a pe- 
culiar cycle: Starting with an export sur- 
plus based on agriculture, it reached a 
balance in the 1930s and 1950s, and then, 
in the 1960s, developed a large surplus 
based on raw materials. This surplus has 
been declining lately owing to a rise in 
Soviet dependence on food imports, and 
not to a decline in the export of new ma- 
terials. The Soviet Union still maintains 
a small export surplus of primary prod- 
ucts, whereas most industrial countries 
run a large import surplus. OECD had 
a 20 percent net primary import surplus 
in 1980. According to Chenery and Syr- 
quin (1975), the exports of a country like 
the Soviet Union should be made up of 
30 percent primary goods and 70 percent 
industrial goods; the actual Soviet pro- 
portions are almost the reverse. It should 
be mentioned that data or trade pre- 
sented here do not include trade in arms, 
data not reported by the Soviet Union. 
With arms the proportions of both im- 
ports and exports should be higher and 
the export deficit somewhat lower. 

This leads to the final point: With rapid 
industrial growth the Soviet Union would 
have been expected to be a large net ex- 
porter of machinery and equipment. It 
is, however, a large net importer of ma- 
chinery, with a deficit of over 20 percent 
in die late 1970s and early 1980s (CIA 
HB 1985, pp. 97-96, Tables 62, 63), in 
contrast with most industrial countries, 
which are net exporters of machinery and 
equipment. (Most of the data in this para- 


graph are from Holzman 1963; Treml 
1980; Hewett 1983; The World Bank, 
WDR 1984; OECD 1983; and Bomstein 
1985.) 

Most of the features of Soviet trade 
structure are explained in the literature 
by its broad comparative advantage. The 
Soviet Union and other socialist coun- 
tries rapidly developed a relative disad- 
vantage in food production and a regional 
food deficit. This comparative disadvan- 
tage resulted from the socialist industrial- 
ization strategy including the neglect of 
agriculture (Ofer 1976, 1980a; Goldman 
1983, Chs. 3, 4). The Soviet Union’s rela- 
tively harsh climatic conditions are also 
seen as a justification (Russell Ambroziak 
and David W. Carey 1982). The Soviet 
comparative advantage in raw materials 
and, lately, in energy products, is based 
first of all on the availability of resources, 
but possibly also on the mode of produc- 
tion such as high capital intensity, only 
moderately advanced technological so- 
phistication, and large-scale production, 
all in line with Soviet systemic tenden- 
cies. Finally, and most important, the 
Soviet failure to reach Western tech- 
nological frontiers in many sectors pre- 
vented it from shifting its export struc- 
ture in the direction of machinery and 
equipment (M 6c E). The same applies 
to consumer goods with the added reason 
that it is also a low-priority sector. The 
Soviet Union exports M & E mainly to 
its East European fellow-members in 
Comecon and to Third World countries 
and imports more advanced technology 
from the West, and from advanced 
Comecon countries. The opening up of 
trade with the West has been motivated 
by Soviet Bloc demand for agricultural 
products and high-technology M & E. 
For this reason the structure of Soviet 
trade with the developed West is even 
more tilted than total Soviet trade in the 
directions described above (Bomstein 
1985, Ch. 5). 
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Technology Transfer. The most stud- 
ied and discussed aspect of Soviet trade 
in recent years is the impact of technol- 
ogy transfers (TT) from the West to the 
Soviet Union. TT from advanced coun- 
tries is considered to be the major late- 
comer's advantage (the advantage of be- 
ing backward; see Gerschenkron 1962, 
Ch. 2; Maddison 1982) derived from ex- 
ternal economic relations. It serves the 
dual purpose of raising the technological 
level of current production and providing 
the basis for the development of an in- 
digenous R and D sector capable of even- 
tually taking over. For reasons discussed 
later, the Soviet indigenous R and D 
capability has not developed to a level 
that would put it on a par with advanced 
countries, and partly for this reason, So- 
viet dependence on Western technology 
has been prolonged to the present and 
is expected to continue into the future. 

With the very important exception of 
the early 1930s, lend-lease during World 
War II, and the massive importation of 
German technology after the war, most 
of the TT to the Soviet Union until the 
early 1960s was obtained by “reverse en- 
gineering" of individual pieces of equip- 
ment acquired and by the collection of 
relevant information. This strategy is 
inexpensive in terms of foreign currency 
but very costly in terms of domestic re- 
sources. It was only under Khrushchev 
that TT took the form of importing large 
quantities of equipment and entire 
plants, some under turnkey arrange- 
ments, and other forms of transfer (such 
as patents, licensing, and training agree- 
ments; Bomstein 1985, Ch. 3). 38 Even 
so, direct Western investments had not 
been permitted until very recently, and 
both the prolonged presence of Western 

* One of die most innovative of Gorbachev's re- 
farms is in opening up possible joint Western-Soviet 
ventures in the Soviet Union, Rules and details are 
tow being worked out. 


experts in die Soviet Union and die train- 
ing of Soviet scientists and technicians 
abroad are strictly restricted. 37 

Difficulties in incorporating Western 
technology into the Soviet production 
system and the failure to use it as a cata- 
lyst for domestic R and D activity are 
among the explanations for the decline 
in imports of technology after 1977 and 
contributed to what Hanson dubbed “the 
end of import-led growth" (1982a). As 
things stand now, there seems to be no 
better alternative and one should expect 
Soviet effort to resume such imports 
when conditions prove favorable. 38 

Benefits from Trade. Even though the 
broad structure of Soviet trade is consis- 
tent with the principle of comparative 


37 Many attempts have been made to estimate 
quantitatively the benefits to the Soviet Union from 
technology imports from the West. One factor that 
limits potential gains is, again, the large size of the 
Soviet economy. Any reasonable amount of credit 
or equipment can provide only a small p ropor ti on 
of total Soviet investment in new equipment. For 
example, at its peak, in 1975-77, imports of Western 
M & E came to no more than 6-7 percent of Soviet 
domestic investment in M & E (Hanson 1982a. p. 
136). Attempts to estimate the effect of such imparts 
using production function analysis and other methods 
arrived at conflicting results, ranging from an esti- 
mate that Western equipment may be more than 
ten times as productive as domestic M & E (Green 
and Levine 1977; Green 1979) to estimates that 
showed no differential effect (Martin L Weitxman 
1979; Yasushi Toda 1979). Hanson, following Stanb- 
law Gomulka (1977; and Gomulka and Jerzy D. SyL 
westrowicz 1976) offers an upper-limit estimate of 
the contribution of imported M & E from the Wes) 
at 0.5 percent growth of industrial production which, 
he claims, while modest, "is not to be sneezed at" 
(Hanson 1981, Ch. 9). Half of 1 percent of industry 
probably translates into one-quarter of 1 percent of 
GNP. But considering that total factor productivity, 
including in Soviet industry, was recently estimated 
to be negative, such imports may deserve mote than 
a nonsneeze. 

“Recent surveys and analyses of te ch o o togwal 
transfer are Hanson 1961, and his 1976. 1978b, 
1962a, 1962b papers; Gomulka and Nove 1984; Born- 
stein 1966; see mo George D. Hotbdhy 1979; Robert 
W. Campbell and Pad Marer 197b Hewett 1975; 
Halbday 1962, 1984. See abo references to dm dis- 
cussion on technological change to foe Soviet Union, 
below. 
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adverse internal conditions that constrain 
its growth potential (Cerschenkron 1962, 
Chs. 1, 2 and postscript). Second, catch- 
ing up is the expected outcome of the 
introduction of the more efficient, so it 
is claimed, socialist system. Finally, 
there is a combination of the Soviet fear 
of outside threat and the Soviet and Rus- 
sian national aspiration to become a lead- 
ing world power. In each of the three 
motivations there is a strong element of 
competition and conflict between the two 
economic systems and powers. These 
three forces clearly interact. Specifically, 
a case has been made that Marxism took 
root in Russian intellectual and revolutio- 
nary circles because it was seen as an 
inspirational and operational vehicle 
toward modernization (Cerschenkron 
1971). As we shall see, the particular 
shape of socialist economic and political 
models, with many elements actually de- 
veloped and shaped in Russia, conforms 
to its economic, political, and national 
aspirations and reflects the haste syn- 
drome. According to Cerschenkron, the 
tension that builds up in follower coun- 
tries is translated into more radical insti- 
tutional arrangements and more drastic 
means than those utilized in countries 
that started MEG earlier. While early 
starters could leave growth initiatives in 
the hands of private entrepreneurs, late 
starters needed strong government inter- 
vention and direction (Cerschenkron 
1971). 

Haste, impatience, and radical action 
translate into a high time preference, a 
high discount rate for future benefits for 
the sake of short-term achievements. 
This observation is, however, the dia- 
metrical opposite of another image of the 
Soviet economy, an image usually associ- 
ated with a high rate of investment, dis- 
tant horizons, low time preferences, and 
low discount rates of future benefits. This 
contradiction can be resolved by observ- 
ing that the objective function of the 


Soviet leadership, the maximand for 
growth, differs from what is usually as- 
sumed in MEG models. High invest- 
ment rates represent low time prefer- 
ences when the goal is to maximize 
consumption and the welfare of the popu- 
lation in the long run. The Soviets first 
learned of a model of this land in Marx 
“expanded reproduction" and developed 
their own versions early on in the indus- 
trialization debate and the preparations 
of the first Five Year Plan (FYP) in the 
1920s. Evsey Do mar (1957) describes a 
model prepared by Feldman in 1926; see 
also Erlich (I960). The early FYPs in- 
cluded both extraordinarily high rates of 
investment and high rates of consump- 
tion growth, the latter being more of a 
sop to public expectations than a realistic 
goal. Since the early FYPs, the imposed 
sacrifices in consumption have been con- 
sistently justified by the promise of abun- 
dance in the future and have been 
viewed as an example of a prudent and 
farsighted strategy to which many other 
countries were not equal. It has been 
felt that if it takes "stronger" measures 
to restrain the impatient consumption- 
hungry population, this should be under- 
stood and tolerated. 

In 60 years, consumption levels, 
though substantially higher, have not be- 
come a high priority goal, and the share 
of consumption in total production is still 
relatively low. Thus some other, compet- 
ing, shorter-term goals were placed 
higher up in the objective function of 
the system. Much earlier the Soviet lead- 
ership satisfied its goal of becoming a 
world power, militarily and politically, 
and of projecting this power for beyond 
its borders. Internally, the leadership se- 
cured its power and hold over the coun- 
try so as to become one of the most stable 
regimes on earth. Revealed preference 
demonstrates that the above "composite 
good” was a goal in itself. If so, the 
growth strategy becomes much more 
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consistent, achievements were secured and stick, of repressi° n < <»inbm<d with 
relatively early, the horizons are much rising living standards, ^ 
nearer, and the instruments used more fort. Finally, the repeated official pro* 
rational. The need to concentrate on de- nouncements on raising the population s 

fonse and heavy industry during the welfare as an independent goal cannot 

1930s was justified at the time, and obvi- be discarded as mere propaganda. The 

ousiy later, by the vital need to prepare best judgment may be that the welfare 

for a German invasion. The above cita- of the population takes an intermediate 

tion from Stalin and other pronounce- position, being both a constraint and a 

ments are evidence of Stnfc n*c (rtrAcitrKf uronl- rvmmpfilnr in a 


ments are evidence of Stalin's foresight. 
That threat, and later exogenous pres- 
sures on the Soviet Union to build up 
its military strength also partly deter- 
mine the Soviets chosen goals. 

An extreme view is that the maximand 
is internal and external power building, 
and that its translation into economic 
terms is the maximization of the growth 


r ' » 

weak competitor in a crowded objective 
function. 

Whether the extreme or more moder- 
ate view on the objective function is ac- 
cepted, all the comparisons of the previ- 
ous section are off the mark from the 
Soviet point of view. It is not GNP or 
consumption or welfare per capita that 
should be compared but levels and rates 


— — ~ wuiupoicu uui levels ana ratei 

rate of heavy industry and defense pro- of growth of total GNP less consumption, 

uction capacity. The final use of much And if consumption is taken as an input 
of the product of heavy industry, as well and the stock of capital as part of 

“ * ^ eX ^ nSi0 / i ’ Tf* 5 ° f inv r est ‘ the maximand, total factor productivity 

ment goods, therefore high rates of in- should be measured as total investment 

^ come part of the goal rather plus defense per unit of consumption and 

He t0 f hieVG iL Con * other in P uts No calculations are needed 

sumption, on this bne, becomes a con- to show that Soviet achievements , at least 

strarnt, an intermediate cost of produc- until recently, are far more impressive 

at the f* S lS Uld ** kept ^ measured in this wa V- They would be 

t the minimum level feasible to assure even more so if expenditures on human 
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internal stability, and at some level of 
acceptable work incentives (see Wolf’s 
comments in Hildebrandt 1985a, pp. 
141—48). These last two minima were 
termed by Berliner (1983a, p. 43) “the 
political and incentive thresholds of mini- 
mum consumption “ 


capital, most education, and health care 
services were reclassified as investment. 

When investment growth and power 
building become goals, the apparent con- 
tradiction about time preferences also 
clears itself up. Such goals are fully con- 
sistent with haste, high rates of time pref- 
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two major form*: first, heavy commit- 
ment of resources to present growth at 
the cost of exceptionally high losses of 
such resources in die future. This form 
can be looked on as high depletion rates, 
though, as is made clear later, the term 
is extended beyond its ordinary use. The 
second form is the postponement of in- 
vestments with lower yields, mostly in 
infrastructure, causing much higher cur- 
rent operating costs. The eventual need 
in the future to make up for postponed 
investments can be considered repay- 
ment of principal on the loans, and the 
higher operating costs, and excess “de- 
pletion” costs as interest payments. Both 
restrict the potential of future growth. 
Many specific examples are mentioned 
in the following pages. 

Trading future growth for present 
growth may or may not be profitable, 
depending on the relation between the 
“interest” actually paid and the rate of 
time preference. Whatever the case, 
such a policy of haste becomes an addi- 
tional factor to those usually mentioned 
in the literature explaining the recent 
sharp decline in growth rates, or a factor 
underlying some of the usual explana- 
tions. 

The following discussion on the main 
elements of the system and its growth 
strategy pays special attention to ele- 
ments of high time preference and haste. 

B. The System and Its Operation 40 

The overriding feature of the Soviet 
economic system is the combination of 
state ownership of most means of produc- 
tion and of the central planning of pro- 
duction and distribution. Since 1928, the 
Five Year Plan has been the main instru- 

48 The literature describing the Soviet system 
is very extensive. Among many let us mention Her- 
bert S. Levine 1956; John Mootias 1959; Bergson 
1664; Nave 1677, 1660, 1683, pert 2; Michael EUman 
1971; JAnos Komai 1980; Paul G. Hare 1982; Berliner 
'957, ■ d W * ■ 19f» 


ment of strategic development, and the 
annual plan its short-term operational 
translation. Ideally, in such a centralized 
system the essence of Soviet socialism 
aspires to have full and sole control over 
the entire economy; it should be able 
to define clear targets and to focus on 
their implementation. In principle, less 
time should be lost on deliberations and 
decision making, less must be spent on 
gaining political and popular consent, 
and less wasted on secondary missions. 
In order to assure that directives are 
obeyed and that the population accepts 
the decisions on the allocation of re- 
sources, a political dictatorship (“of the 
proletariat ”) is established, with strong 
ideological and disciplinary authority and 
apparati to complement the command 
economy. The advantages of this system 
are obvious considering its goals. The 
main disadvantages many Western ob- 
servers believe, are that command re- 
places initiative and entrepreneurship, 
discipline replaces motivation, and a 
rigid bureaucratic organization replaces 
the more flexible market. In many cases 
the decision-making process gets bogged 
down in a labyrinth of commissions. 

Every shortcoming usually attributed 
to a bureaucratic organization is found 
here — and in the Soviet Union the bu- 
reaucracy encompasses the entire pro- 
duction sector. If the decisions are right 
and the structure of incentives reason- 
able, this kind of system can move ahead, 
rapidly. But mistakes, when made, are 
also huge and more difficult to correct. 
The system is at its best immediately af- 
ter a course is set; it is much weaker 
later on, when changes in course are re- 
quired. 

The three major elements of the cen- 
trally planned system are as follows; (a) 
production plans are very ambitious — 
the jargon uses the term taut; (h) the 
main success indicator and the basis for 
the incentive and reward system are the 
fulfillment nftheannt* In 1 n’s outnut 
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gets; and (c) priorities are set as to which 
targets to aim at first, when difficulties 
arise. The most important time horizon 
for all the above is one year, a short time 
horizon that should be included as the 
fourth major element of the system. One 
year is a reasonable length of time for 
routine production plans, but is much 
too short for any important change (orga- 
nizational or technological) involving dis- 
ruption of routine performance, espe- 
cially if the targets for routine production 
are exacting. 

Hie plans are taut first because of the 
need to move ahead rapidly. The pres- 
sure of the political leaders on planners 
has been constant since the days of the 
first FYP. Tautness also aims at stimulat- 
ing effort and extracting better results 
at all levels of the command hierarchy 
and is an important instrument of control 
and discipline. Because plans encompass 
the entire economy, priorities must be 
established to fulfill the plans of impor- 
tant sectors first. In this way the low pri- 
ority sectors become substitutes for the 
absent reserves or slack in the plan. The 
incentive system must primarily reward 
the meeting of output targets because 
they are usually inputs in plans of other 
enterprises — the most critical links of the 
plan. Indirect signaling, using prices or 
profits, can rarely be used as substitutes, 
chiefly because prices are seldom scarcity 
prices; thus profits do not mean much. 
Finally, it is difficult to extend the basic 
annual planning period, because this 
would reduce control, especially in pro- 
duction and supply. All the elements 
combined create a permanent seller 's- 
market environment, an economy of con- 
stant shortage, where most efforts are di- 
rected at receiving inputs and very little 
to selling (Komai 1980, 1986). The sales- 
man and the market expert of a market 
economy are replaced by the tolkach, the 
expediter,” whose* (officially nonexis- 
tent) job is to sedNhat supplies arrive 
on time. Shortagjjpmd uncertainty of 


supply encourage ’ intraenterprise au- 
tarky” (Vladimir Kontorovich 1985a) as 
a substitute. Enterprises hoard inputs 
and establish auxiliary departments to 
produce spare parts, and in extreme 
cases even produce food for their work- 
ers. 

Emphasis on fulfillment of output tar- 
gets comes at the expense of most other 
efficiency criteria and leads to a phenom- 
enon termed by Komai the “soft budget 
constraint” (1980, 1986). In order to as- 
sure fulfillment, plants are ultimately al- 
lowed to use more inputs and labor and 
to disregard costs. Almost by definition, 
enterprises cannot fail and can count on 
being bailed out by the authorities when 
in trouble. It is easy to see that the soft 
budget constraint is a major source of 
inefficiency and also severely aggravates 
the conditions of shortage. 

Another feature and consequence of 
the system of central planning is the 
strong bias toward short-term goals, to 
the detriment of long-term results and 
gains. In general, all inputs at the dis- 
posal of the management which, under 
normal conditions, would be employed 
in tasks relevant to longer horizons, are 
diverted to short-horizon tasks. The main 
consequence is very slow and inefficient 
innovation and diffusion, a matter we re- 
turn to below. But this bias affects all 
changes in the production routine, from 
simple matters such as changing the sup- 
plier of inputs to changing the product 
mix, stopping production for major re- 
pairs, or maintaining a decent system 
of quality control. Short-term consider- 
ations are very costly, such as when 
equipment is not properly maintained; 
when oil is pumped out too fast, so that 
penetrating water damages next year s 
pumping potential (Goldman 1980, pp. 
173-78); when summer fallow areas are 
sown beyond optimal levels to acquire 
small short-term gains in grain output (D. 
Gale Johnson 1983, pp. 133-34); and sim- 
ilar phenomena in investment allocation, 
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*rhich are discussed later. All the above 
ihow a strong tendency to borrow from 
future production potential. 

Finally there is the issue of the trade- 
)ff between efficiency and equality under 
socialism. 41 In principle, remuneration 
for work in the Soviet Union is according 
:o work performed, which leaves room 
or substantial wage differentials. 4 Wide 
iiffierentials indeed existed under Stalin 
uid up to the late 1950s, but they have 
Deen narrowed down substantially since 
lien, mainly because of the dramatic ex- 
pansion of the educational system. Add 
:o this the almost complete elimination 
if nonlabor incomes, and one would ex- 
pect to find an income distribution that 
s substantially more equal than in mar- 
ket economies. Bergson, in a survey in 
:his journal (1984), demonstrated that the 
iistribution of wages is not substantially 
nore equal than in a number of market 
economies and that incomes are dis- 
ributed only slightly more equally by 
similar comparisons. To the extent that 
equality hinders efficiency in the Soviet 
Union, it may be the result either of the 
nefficient use of wage differentials or of 
he denial of the opportunity to accumu- 
ate private wealth and to use it pro- 
Juctively. The first problem, if it exists, 
;an in principle be attended to. The sec- 
>nd is at the heart of the socialist system 
ind, so for, the state is still in search of 
iltemative incentives of institutional 
structures that can efficiently replace the 
lighly remunerated entrepreneur or 
nanager of the market economy. 

H. Elements of Growth Strategy 

The economic system described 
ibove can be seen as one complex strate- 
gic decision on the Soviet course of mod- 
ernization. The other strategic decisions 
ire allocative decisions to which we now 

41 Hie discussion follows Bergson’s survey on this 
stue (1964). 


turn. Given the goal of maximum growth 
of the heavy-industry sector and the de- 
sire to economize on the growth of con- 
sumption, the decision to bypass agricul- 
ture, is only natural, at least during the 
early phases. Early self-development of 
raw materials and of heavy industrial 
bases is also connected with one version 
of going it alone, that is, with autarky. 
Finally, there is the vector of strategic 
and policy decisions that come under the 
umbrella of extensive growth. 

Bypassing Agriculture and Collectivi- 
zation. Leaving the modernization of ag- 
riculture for later stages, unlike the “or- 
ganic" pattern of leading countries, is a 
classical example of a Gerschenkronian 
act of impatience by a follower. It was 
tried before by Witte during the earlier 
Russian industrialization drive. Agricul- 
ture was expected to pay heavy taxes and 
to export grain to finance an ambitious 
industrialization drive, which was only 
moderately successful. Agriculture went 
through a series of famines, and the out- 
come was crisis and revolution (1905). 
Stalin’s decision to collectivize agricul- 
ture in 1928 (Russia’s third revolution) 
was aimed at least partly at the same goal: 
first to assume tight control and then to 
press for rapid industrialization. To this 
day, the literature debate on the motiva- 
tions and the outcome of that move is 
an important part of the bigger debate 
on "was Stalin really necessary?” (Nove 
1964, 1969, 1971; Millar 1970, 1974, 
1977, 1981; Millar and Corinne A. Gunt- 
zel 1970; Holland Hunter 1983). Views 
range from “maybe necessary but very 
costly” (Nove), and motivated partly on 
political grounds, to "Stalin’s major eco- 
nomic mistake" (Millar 1981). Without 
going into details it is clear that the eco- 
nomic payoff fell for short of expectations 
in the 1930s and that the Soviet Union 
is still paying dearly for the decision to 
collectivize and for the way the decision 
was implemented. Everyone agrees dud 
one of the main economic motivations 
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for collectivization was to “collect,” but 
there was also the belief, based on Marx- 
ist learning, that by transforming agricul- 
ture into industry-like large-scale me- 
chanized production, productivity would 
go up. 44 Early plans called for a large 
share of agriculture to take the form of 
state forms, not collectives, but the heavy 
losses of livestock and grave inefficiencies 
in state-form operation caused heavier 
reliance on collective forms, Kolkhozi, 
where losses and risks are borne by the 
formers and not by the state procurement 
agencies. 

The hopes for low-cost productivity 
gains in agriculture have not materialized 
to this day; indeed, the sector has been 
transformed from a net provider of re- 
sources into a net absorber of govern- 
ment funds. Since the mid-1950s, when 
consumption moved up somewhat in the 
objective function, agriculture went 
through a series of reforms in organiza- 
tion and in the structure and levels of 
incentives. Prices paid to formers were 
raised; incomes were secured; and the 
supply of machinery, fertilizers, and 
other industrial inputs increased dramat- 
ically. The share of total investment to 
agriculture rose from 10 percent in 1950 
to about 30 percent since the early 1970s. 
In 1980 the state subsidized agriculture 
with 37 billion rubles, about one-third 
of the value of its production (Trend 
1982, p. 171). More recently they grew 
to over 50 billion rubles (Colton 1986, 
p. 153). Subsidies support both input and 
output prices. Yet despite considerable 
improvements in performance, Soviet 
agriculture still lags badly in productivity 
and is unable to meet expectations of ei- 
ther die leadership or the population. 

The initial organization of collectivized 
agriculture created a small private sector 

* Collectivization was, of course, also motivated 
by tiie fear of potential jesistance to the regime, and 
by the desire to estabiSI control over and discipline 
throughout the hostile countryside. 


consisting of a private plot allocated to 
every farmer and to others as well, 
mainly for production of food for their 
own needs, but also for sale in private 
markets to the urban population. It 
turned out that these small plots became 
a major supplier of food not only for the 
rural but also for the urban sector. The 
private plot was crucial to the Soviet 
Union in earlier years and is quite impor- 
tant even today as a major supplier of 
fruit, vegetables, and dairy products and 
thus of work incentives to the entire pop- 
ulation. Its presence is, however, a con- 
stant reminder of the low level of effi- 
ciency of socialized agriculture. Although 
these plots account for only 3-4 percent 
of total land under cultivation, (animal 
fodder is grown largely on public land) 
they yield about a quarter (if the entire 
Soviet food production (Ann Lane 1982, 
pp. 25-26; Karl-Eugene Wadeldn 1973). 

Three groups of factors are responsible 
for the poor performance of Soviet agri- 
culture: the collective system itself as 
manifested mainly by the curtailment of 
the direct link between the former and his 
produce; the particular inherent difficul- 
ties in managing agriculture by central 
planning; and the long legacy of neglect, 
low priority, poor quality machinery and 
inputs, and poor transport and storage 
and supply systems. 43 All three clearly 
interact and there is no simple way to 
assign responsibility. It must, however, 
be dear that collectivization and central 
planning were imposed on agriculture for 
quick results. The immediate benefits 
gained took a long-term toll, which must 
be paid now, with high interest. 

Autarky. Initial autarky and pro- 
longed autarkic elements were discussed 

43 Recent summaries on the operation and perfor- 
mance of Soviet agriculture are by Roy D. Laird et 
al. 1977; Johnson 1982b, 1963; Douglas B. Diamond, 
Lee W. Bettis, and Robert E. Ramsson 1983. See 
also Robert C. Stuart 1972; Lazar Volin 1970. On 
private plots see Wadeldn 1973. 



Ofer: Soviet Economic Growth: 1928-1985 


1806 


in detail above. Let us point out here 
that the initial decision to go it alone fits 
perfectly into the formulation of the ob- 
jective function and the time horizons. 
There is also a Marxist bias here. Even 
if faster growth could be achieved by de- 
veloping agriculture first for trade pur- 
poses it would not have fulfilled the ob- 
jectives as fast as desired. True, heavy 
industry could not be developed solely 
on the bias of previous Russian tech- 
nological achievements, hence the one- 
time rush to collect a basket of up-to- 
date modem Western technology in 
1929-32, on the basis of which self- 
growth proceeded. As shown above, au- 
tarky in the sense of very low trade pro- 
portions no longer exists — nor has it for 
some time. Even the goal of self-suffici- 
ency in essential needs was relaxed with 
respect to agricultural products. The 
most important remaining element of au- 
tarky under the present Soviet practice 
is the high degree of isolation of the econ- 
omy from world markets. Restrictions on 
most kinds of contact and the very lim- 
ited connection betwen internal prices 
and world prices deny the Soviet econ- 
omy the beneficial efficiency impact of 
such relations. 44 

The Extensive Model: Mobilization. 
One of the cornerstones of the Soviet 
growth strategy is the mobilization of a 
maximum number of inputs to the 
growth effort. This is the input side of 
the extensive growth model. Most of the 
factual evidence and some of the policies 

44 With the dramatic rue in trade volume tome 
influence of world pricet on domestic prices do 
emerge, especially when world prices changes are 
at extreme as in die case of energy prices in the 
1970s. It is indicative that many price changes in 
the Soviet Union take the form of changing retail 
prices without dunging die price paid to producers. 
But there were also some price changes of machinery 
and equipment in spheres associated with imports 
and/or exports. In most cases price adjustments of 
this sort are partial and occur with a considerable 
time lag. See Treml 1960, pp. 191-96; Tread and 
Kosttasky 1962. 


of this drive were described in a previous 
section, and we concentrate here on a 
more general discussion of its sources and 
implications. 

Mobilization of inputs first serves the 
major goal of rapid growth and catching 
up. It fits in very well with the nature 
of the system and with the regime of 
growth via pressure. It is also a rational 
and convenient source of growth at early 
stages, when labor participation rates are 
very low and growth leverage through a 
rise in the initial small capital stock is 
very powerful. Mobilization of inputs is 
also consistent with the Soviet objective 
function, which gives the standard of liv- . 
ing and general welfare of the population 
a lower priority level. Investment levels 
are higher at the expense of consumption 
and there are heavy pressures to work 
harder and to use one’s leisure to pro- 
duce services for oneself. 

Some aspects of mobilization are also 
consistent with socialist ideology and 
Marxist doctrine. The Marxist labor the- 
ory of value and the elimination of most 
nonwage sources of household income 
created economic and political motiva- 
tions to join the labor force. The eco- 
nomic incentives affect household behav- 
ior directly; they are reinforced by laws 
requiring all able-bodied men to work 
and by educational and indoctrination 
campaigns. These, together with the 
doctrines of equality between the sexes 
and of the economic independence of. 
women, also contributed (again with the 
help of economic incentives) to the rapid 
rise in the participation of women in the 
labor force. Similarly, the high rates of 
capital investment, especially in pro- 
ducer goods, are an integral part of Marx- 
ist growth theory. Marxist doctrine aim* 
influences the pattern of investment, as 
we shall see below. 

The input mobilization side of the ex- 
tensive model is necessarily temporary; 
the relative increments of inputs must 
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decline ever time and hence, too, their 
contribution to growth. If a strong ele- 
ment of haste is also introduced, exhaus- 
tion will be further hastened. The decline 
in the rate of growth of labor comes natu- 
rally after reserves are utilized and the 
rate of rise of labor inputs converge with 
a declining growth rate of the population. 
While the decline in the population is 
partly a natural corollary of economic 
modernization and partly a direct out- 
come of World War II, it was very likely 
accelerated by pressure, especially on 
women and mothers, to join the labor 
force, by other pressures on free time, 
and by the low consumption, especially 
of housing and household amenities. 

At present, it is clear that the labor 
potential for extensive growth is ex- 
hausted. Given the heavy value placed 
on growth, and the relatively limited 
value awarded to consumption, popula- 
tion growth must be welcomed by the 
system's directors. Therefore some poli- 
cies believed to be responsible for declin- 
ing birth rates have been reversed during 
the past decade (Gail Lapidus 1978, 1982; 
Feshbach 1983; Feshbach and Rapawy 
1976; Jeffrey W. Hahn 1982; McAuley 
1981; Paul R. Gregory 1982, 1983; Ber- 
liner 1983b; Baldwin 1979; Rapawy 1976; 
Goodman and Schleifer 1982). 

The feet that the contribution of each 
unit of capital to growth must decline 
in the extensive model is the essence of 
this model. Extensive growth may be de- 
fined as a growth path along which capital 
grows at a (much) fester rate than output. 
Given the relatively slow growth of labor, 
this path will be followed whenever over- 
all productivity growth is lagging. A nec- 
essary condition for rapid growth is that 
the share of investment in GNP grow 
monotonically, for it takes a larger share 
of a slower-growing GNP to keep the 
growth rate of a fester-growing capital 
stock constant. Only productivity growth 
at a rate that eqipdispes die growth rates 


of output and capital can avert this out- 
come, and its absence is what makes So- 
viet growth extensive. Bergson, who 
pointed out this application of growth 
theory to the Soviet record, also demon- 
strated that in order to sustain a 2.5-3 
percent contribution of capital to output 
growth, assuming low productivity 
growth, capital has to continue to grow 
at 8-9 percent. This, however, would 
push the share of investment in GNP not 
only fer beyond the present 30 percent 
level but also to the point where nonin- 
vestment uses would begin to decline in 
absolute terms (Bergson 1973, 1975). In 
order to avoid this, investment shares 
must stop growing and the growth rate 
of investment must decline to the rate 
of GNP growth. This, in turn, reduces 
the growth rate of capital, which will 
eventually also converge to the rate of 
growth of output, leading to a decline 
in capital’s contribution to growth. Such 
developments have indeed been taking 
place over the past decade, and the con- 
tribution of capital to growth had de- 
clined to only one percentage point (Ta- 
bles 1 and 3). The leadership’s concern 
over this development is evidenced in 
the apparent reversal of the declining 
trend of investment growth in the cur- 
rent (12th) FYP (Hewett 1985, pp. 300- 
03). 

Haste to reach the upper limit of the 
investment share is in itself a no-cost loan 
from the future, provided no loss is in- 
curred by speed. Even so, later growth 
rates of output are bound to decline. 
Costs are involved if the speed at which 
the capital stock is growing adversely 
affects both its quality and that of the 
embodied technology, the lead time of 
construction, and the efficiency of in- 
stallation and of eventual production. 
The literature abounds with examples of 
inefficiencies in all these aspects; there 
is no question that a slower pace would 
have been much more efficient and that 
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a reserve of potential increase in the in- 
vestment share could have been built up 
(Cohn 1970, 1976a, 1976b, 1979, 1982; 
Boris Z. Burner 1982, 1984a, 1984b, 
1984c). 

Finally, it should be pointed out that 
with near zero growth of labor, the exten- 
sive growth turns into growth led solely 
by capital. Such an extreme imbalance 
between capital and labor adds to the 
difficulties in the introduction of new 
capital, and further reduces capital and 
overall efficiency. We shall also come 
back to this aspect. 

Specific Investment Policies. The clas- 
sical Soviet investment strategy first fol- 
lows the objective function in directing 
the lion’s share of investment to pro- 
ducer-goods industries. The concentra- 
tion of investment in such industries 
("Sector I” in Marxist terminology) is the 
key to rapid growth in Marxist and Soviet 
growth models. A second Marxist and So- 
viet distinction is between “productive” 
and “nonproductive” investments. The 
latter include all investments in services 
such as housing, urban infrastructure, 
and consumer services, as well as in pub- 
lic administration, banking, and other 
business services. A third preference of 
Soviet investors is for investment in core 
production processes as against auxiliary 
functions, which are left to simpler, la- 
bor-intensive technologies. One motiva- 
tion for such a policy is to allow the con- 
centration of scarce capital in key 
processes that absorb the most advanced 
Western technology and that are usually 
highly capital intensive. In this way, the 
most important technologies can be in- 
corporated, while the overall capital/la- 
bor ratio remains low and reflects Soviet 
factor availabilities. This aspect is devel- 
oped in detail by David Granick (1967, 
Ch. 6). Another aspect of this preference 
is to start production early, putting off 
auxiliary functions for later, also a mani- 
festation of the haste strategy. Under 


such a policy, investments in transporta- 
tion and communication networks, in 
storage and shipping facilities, and in ur- 
ban infrastructure are all postponed or 
minimized in order to concentrate on 
“reaT production. In many cases the in- 
vestment requirements for infrastructure 
or transportation are very large and the 
payoffs indirect and slow, so capital pro- 
ductivity without them may be higher 
in the short run. 

One example of such preferences is the 
development of the raw material bases 
in Siberia with very limited investment 
in infrastructure and in industries of 
both consumer, “nonproductive,” or 
productive types (Rumer 1984a; Cohn 
1976b) — a clear example of haste. An- 
other is the constant underinvestment in 
the transportation network (H. Hunter 
and Deborah A. Kaple 1982). 

Another important manifestation of 
such investment policies is the compara- 
tively lower level of urbanization, at least 
until very recently. On the one hand, 
directing investment to manufacturing 
raised the capital/labor ratios beyond 
“normal” levels and left those in agricul- 
ture abnormally low. Such a shift in the 
capital/labor ratios was also desired be- 
cause it helped reduce the required ru- 
ral-to-urban migration and hence the ur- 
ban infrastructure needed. Economizing 
on urbanization was also achieved by the 
demand that every able-bodied migrant 
participate in the labor force, by a lower 
demand for labor for urban services, and 
by limitations on construction of infra- 
structure for services. The amount of ur- 
ban infrastructure per capita was also 
minimized. A final advantage of die pol- 
icy of economizing on migration to cities 
is that it helps limit consumption and 
consumption expectations. Bund popula- 
tions do not need as many services as 
do city dwellers and their expectations 
for improved consumption develop much 
more slowly. In pursuing such a policy 
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the Soviet authorities made it difficult 
for people to move freely to the cities. 
Until recently collective form members 
did not have personal passports and were 
not allowed to leave their forms without 
permission. Moreover, permission to re- 
side in major cities still had to be ob- 
tained (see Ofer 1976, 1977, 1980a; on 
East Europe see Eva Ehrlich 1973 and 
G. Konrad and I. Szelenzyi 1974). 

Another distinctive feature of Soviet 
investment policy is the overconcentra- 
tion of investment in new plants com- 
pared with replacing equipment in exist- 
ing enterprises. Such a pattern, very 
natural in the early stages of industrializa- 
tion, has prevailed in the Soviet Union 
to the present (Cohn 1979, 1982; Hanson 
1981, 1982b). The main reasons are the 
relative ease of planning and directing 
new plants from the center compared 
with planning and enforcing replacement 
investment in existing enterprises. One 
corollary, but also a possible conse- 
quence of the policy, is that service lives 
of machinery and equipment in the So- 
viet Union are extremely long (Cohn 
1979). 45 Pressures to meet exacting out- 
put targets also contribute to the reluc- 
tance on the part of managers to intro- 
duce new and retire old equipment. Such 
old equipment needs much maintenance 
and repair, another form of “interest” 
payments due to haste. A second conse- 
quence of the concentration of invest- 
ment in new plants, when combined with 
the general pressure on current produc- 
tion, is the increasing stock of incomplete 
projects. Such stocks hold up production 
and delay the introduction of new tech- 
nologies. Finally, investment in new 
plants raises the proportion of construc- 
tion in total investment, thus again re- 
ducing its technological content (Cohn 

45 Until after Stalin’* death obsolescence was not 
recognized ss a legitimate mason to retire equip- 
ment. 


1979, 1982; John A. Martens and Join 
P. Young 1979; Hanson 1981, Ch. 4). A 
of late, Soviet planners have tried tc 
tackle these problems by cutting dow 
on new projects and by redirecting in 
vestment to the replacement of equip 
ment in existing enterprises (Kontoro 
vich 1985b; Grossman 1953, 1955). 

While resisting the introduction of re 
placement equipment, plant manager; 
overdemand investment funds, also a; 
part of their effort to meet exacting pro 
duction plans. Accumulated excess ca- 
pacity can help meet production norm: 
under conditions of frequent shortage; 
due to equipment failures and supply in- 
terruptions, and can be used to produc 
unobtainable spare parts for oneself, al- 
beit at high cost. Similar factors, as we 
as rigid pricing policies and low-quality 
production, lead to high investment ir 
inventories. The long tradition of nc 
charge or low charge for capital fond; 
also contribute to excess demand. The 
accumulated capital “reserves,” whic 
are quite significant despite the strong 
rationing efforts of the planning authori- 
ties, also contribute to the low level oi 
capital productivity. 

Soviet investment policies, in sum- 
mary, reflect first and foremost the allo- 
cation decisions embodied in the growtl 
strategy, including many elements a 
haste and high time preference. The) 
may also reflect the ability of a cente 
to internalize and take into account exter- 
nal effects of urbanization. Finally, they 
respond to particular systemic and orga- 
nizational difficulties, as observed in the 
bias in fovor of new plants and against 
replacement investment. 

Our review of the Soviet growth record 
and our discussion of the nature of the 
Soviet system (Sections I1I-V) have 
pointed out the significant differences be- 
tween the Stalinist and the post-Stalinist 
eras. In many respects, however, the en- 
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s period can be seen as belonging to 
. same basic system and growth strat- 
By way of summary let us point out 
■ most prominent differences and simi- 
Ibies. 

lie most striking difference is, of 
irse, the substitution in the post-Sta-' 
ist era of some coercive and punitive 
>ssures with more generous increases 
xmsumption levels. From the popula- 
’s point of view, this was indeed a 
'olutionary change, and not only in the 
mornic sense. In terms of the objective 
iction discussed above, the weight ai- 
led to consumption was clearly in- 
cased. In the early years of the post- 
Jin era consumption could grow out 
resources that became available 
ough postwar reconstruction, from the 
?line in defense spending, and from 
ciency gains created by the relief from 
pression. The change in investment 
terns, however, was very small or no- 
:istent. Indeed, the share of invest- 
;nt in CNP continued to climb until 
; early 1960s, when it reached a pla- 
,u of 28-29 percent in gross fixed in- 
itment (Table 3). The level of invest- 
snt could not be allowed to grow any 
her if the aspired for increase in con- 
nption and defense was to be 
lieved. 

n the post-Stalin period, although 
•e attention was paid to agriculture 
international trade, there was no 
from the extensive to an intensive 
•del, nor were there any significant 
mges in the basic system and its modes 
operation. 46 

VI. R and D and Technological 
Change 

rhe obverse side of the coin of the 
snsive model of growth is the rela- 

On the question of how distinct these two pen- 
are from one another see Be r gson 1906, pp. 


tively (and eventually absolutely) small 
contribution of the rise in overall pro- 
ductivity to Soviet growth. Research and 
development (R and D) and the introduc- 
tion and diffusion of new technologies 
into the production system are among 
the major potential contributors to ad- 
vances in productivity in general. In the 
Soviet Union, however, they are among 
the main victims of the central planning 
system and of the policy of haste. Consid- 
ering the central role of productivity 
growth and technological change in the 
growth process of most other countries 
(Kuznets 1966, Chs. 1 and 10), Soviet 
technological performance must be care- 
fully examined and evaluated. 47 

The slow pace of technological change 
was certainly unintentional. On the con- 
trary, technological change as a main as- 
pect of economic modernization was al- 
ways emphasized by Soviet leaders; 
allocation of inputs to R and D activities 
was always relatively generous; and there 
seem to be good a priori reasons to as- 
sume that a centrally planned system 
should favor rapid technological advance. 
The results must, therefore, be at- 
tributed largely to unanticipated nega- 
tive consequences of policies in other 
spheres and to the economic system. 
Bruce Parrott (1983, Ch. 2) suggests that 
the difficulties in R and D and technologi- 
cal change are due partly to the leader- 
ship’s underestimation of the require- 
ments for success. 

Technological change under a centrally 
planned system has a number of advan- 
tages over a pure market system, where 

47 The literature on this topic is abundant The 
major recent works are Berliner 1976; Ronald 
Amann, Julian Cooper, and R. W. Davies 1977; and 
Amann and Cooper 1962; the three-volume work by 
Antony C. Sutton 1968, 1971, 1973; Hanson 1961; 
Parrott 1963; Bernstein 1965; and many ember 
works. These boob include surveys of e a rlie r works 
and many re fere nc es . The fafl owl ug is b a ae d mostly 
on Berliner 1976; Amann and Cooper 1882, Ch. 1; 
and on Hanson 1961. Ch. 4, which is a concise bet 
vey good summary of the main issu e s . 
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externalities and market failures reduce 
its efficiency. Lange (1938), among oth- 
ers, applauded the economic advantages 
of socialism in large degree on the basis 
of these advantages. In a centrally 
planned system, die center in principle, 
can formulate a national scientific techno- 
logical development program based on 
all available information and in accor- 
dance with national priorities. It can then 
build the organizational structure for its 
execution; secure the needed resources, 
manpower, and funds; and monitor im- 
plementation throughout the entire inno- 
vation cycle, from basic research through 
diffusion. All potential benefits from in- 
novation can be readily internalized and 
no information or patent-protection har- 
riers would prevent rapid introduction 
and diffusion. Indeed, many market or 
mixed Western economies are taking 
similar measures of government inter- 
vention to avert market failure, albeit 
very selectively. 

Of the above list of a priori or assumed 
advantages, a number were actually real- 
ized: First, a vast institutional infrastruc- 
ture for science, R and D, and diffusion 
of innovation was built, usually gener- 
ously and consistently funded and 
staffed. Today the Soviet Union probably 
outspends the U.S. (as a fraction of GNP) 
and employs a larger work force of tech- 
nicians and scientists than does the U.S. 
on R and D (Bergson 1983b, pp. 53-56; 
Louvan E. Noltingand Murray Feshbach 
1979, 1981; Nimitz 1974; Eugene Zaleski 
et al. 1969). 

A second realized advantage is what 
Berliner terms mission-oriented projects, 
which are major investments decided on 
and executed by die center on a top-pri- 
ority basis. This occurs mainly in new 
plants, which are thus shielded from the 
disruption of ordinary production activity 
and intervention by lower-level authori- 
ties (see below) (Berliner 1976, pp. 504- 
18). Many of the Soviet technological 


achievements, notoriously in the military 
and space sectors are outcomes of such 
mission-oriented projects. 48 However, 
only about a quarter of all projects involv- 
ing major new technologies are directed 
from the center proper, however, the 
rest are left in the hands of ministries 
and lower-echelon authorities (Hanson 
1981, Ch. 4). 

Finally, it is also generally agreed that 
Soviet science as such works at a high 
level in a number of fields (Loren R. Gra- 
ham 1984, pp. 124-27); however, the 
danger in a dictatorship of Stalin’s type 
is that science comes to a dead end 
when dictators decide on the “right” di- 
rection of scientific advance. In the So- 
viet case this happened on a large scale 
at least twice, once when Stalin forbade 
the use of mathematical methods in 
planning and economics (Wassily Leon- 
tief 1960), and again when Stalin and 
Khrushchev drove biology into an impasse 
(Zhores Medvedev 1969). These are 
just two notorious examples of a general 
tendency. 

Despite the advantages, many R and 
D efforts fail to achieve the desired result 
because they are frustrated by a multi- 
tude of weaknesses and drawbacks. The 
combination of bureaucratic planning 
and command, of a flawed reward sys- 
tem, and of pressure for short-term pro- 
duction outcomes, helps create an inhos- 
pitable environment at all stages of the 
innovation cycle. 

Hie discussions of innovation in the 
Soviet Union concentrate on three areas: 
the R and D sector itself, the separation 
between the R and D and the production 
sectors, and the problems of introducing 
and diffusing innovations within the pro- 
duction sector. 

48 Haiuoa (1981, p. 67) is right in proposing "that 
the design of the Soviet system was aimed, in part, 
precisely at carrying through large investment 
projects, and at facilitating a process of technological 
change in which the construction of new plants 
played a dominant role.” 
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: The R and D Sector 

Traditionally, basic and applied re- 
>arch, development, and even much 
■ototype production and testing in the 
viet Union are confined to special re- 
>arch institutes belonging either to the 
irious academies of science or to pro- 
uction ministries. Each has its own 
•ojects, and reports upward within its 
vn. institutional hierarchy. Comparing 
ie main characteristics and needs of R 
id D everywhere and the niajor attri- 
ates of the Soviet production system 
scussed above, one observes a number 
' conflicting features. R and D needs 
(serves and slack; but the system is very 
jht and operates on the basis of short- 
ies. R and D requires flexible supply 
nes, free-form plans, and open time ho- 
zons and does not always have clear re- 
ilts; but the supply system is rigid and 
Ians are routine, bound by time, and 
cpected to be strictly met. R and D re- 
tires organic and flexible modes of orga- 
ization and free multidimensional 
specially lateral) interaction and con- 
ations, but it faces rigidly struc- 
ired, hierarchically directed organiza- 
ons. R and D needs autonomy as one 
mdition for initiative and creativity; but 
is restricted by discipline, regimenta- 
3n, and conservatism. R and D needs 
udlenge and competition; but it oper- 
es in a seller’s market where low prices 
e not always a virtue. Many R and D 
rojects are by nature small-scale; but 
ie Soviet system is geared to deal with 
-ge-scale routine production. R and D 
seds a free flow of information; but the 
'stem is both highly departmentalized 
id shrouded in a dense screen of se- 
scy that extends for beyond what is 
sually considered state security, to say 
rthing of interaction with the outside 
or Id. R and D needs to be rewarded 
/ the end result of its efforts, not by 
ie number of projects or papers com- 


pleted; this, however, is very difficult to 
accomplish, and the Soviet reward sys- 
tem is indeed based on such less mean- 
ingful “production” assignments. In 
short, R and D works best with flexibil- 
ity, autonomy, change, slack, flee inter- 
action in all directions, all of which are 
in extremely short supply and very costly 
under the Soviet system. 49 

B. Interaction Between R and D 

and Production 

According to the traditional organiza- 
tional methods, Soviet R and D institutes 
have been separated almost completely 
from production enterprises. Whether, 
they belong to the Academy of Sciences 
or to a production ministry, their 'formal 
connection with enterprises is through 
the ministerial hierarchy. This separation 
between R and D and production is con- 
sidered by many observers, inside and 
outside the Soviet Union, to be a major 
obstacle to the introduction and diffusion 
of innovations (Bomstein 1985, p. 33). 
The difficulties created by this separation 
are easy to see: Research institutes follow 
their own goals and plans, which are de- 
tached from those of enterprise manag- 
ers; they have only partial information 
on the client’s needs; and there is no uni- 
fied system of responsibility for an inno- 
vation from its inception to its introduc- 
tion and use. Enterprise managers 
complain that many innovations are too 
expensive, that prescribed inputs are not 
available, and that introduction is not fol- 
lowed up by the R and D staff. 

C. Introduction and Diffusion of 

Innovations 

While separation is a real handicap, 
it may well be considered less so when 

*The literature aim innumerable examp l e s on 
p r oblems of the R and D sector and oo jealUw 
resulting from short-term cotasdentiam, if hi fling, 
among others, Berliner 1976, Ch. 4, Hawn 1961, 
Chs. 3 and 4; Bomstein UK, C h. I P arrot t 1963; 
Zalesb et al. 1969; Ofer 1980b. 
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This discussion reflects the literature's 
aluation of Soviet R and D activity in 
e civilian sector. In almost all cases, 
exception is made for military R and 
where, as most scholars agree, perfor- 
ance is for more successful and achieve- 
ents are impressive. 50 It is of interest 
erefore, to explain the sources of the 
xess of military R and D in so far as 
ey further explain or qualify the obser- 
ions on the relationship between the 
iviet system and its growth strategy and 
zhnological change. All students agree 
at Soviet military R and D consists of 
p-priority, mission-oriented projects 
i and directed from the center. In ad- 
tion to the priority allocation of highest- 
lality manpower, funds, and facilities; 
tooth supply lines; more lucrative in- 
ntives; and more flexible organizational 
des, military R and D is also isolated 
»m the aggravations, barriers, and 
iblems of ordinary bureaucratic plan- 
rig. Priority treatment is by definition 
lective, and the benefits it awards 
uislate into costs to the excluded see- 
rs, in this case especially civilian R and 
One aspect of the above-mentioned 
ilation, combined with the heavy se- 
scy screen, is that the military allows 
nost no spin-off of innovations to the 
dlian sector. Recognizing its weakness, 
e military developed the capacity to 
'-supply, and aims all its requirements 
■house. In the short- or medium-run 
is policy secures military needs at a 
avy cost to the civilian sector. In the 
iger run, including the past 10-15 
ars, the military is bound to grow more 
indent on the level and infirastruc- 
re of civilian R and D. The price of 

This is even pointed out by Sutton (1973, p. 
.), who probably takes the most critical view in 
West of Soviet technologies] abilities. For a 
Mission of this issue see David Holloway 1977, 
18, 1963; Berliner 1976; Becker 1966; Arthur J. 
atander 1978; Ninattx 1974; Parrott 1963; Ofer 

nb. 


impatience and haste is being paid now, 
with civilian R and D unable to support 
expanded military needs. 

There is some disagreement in the lit- 
erature on the extent to which military 
R and D is immune to most of the sys- 
tem’s ills and about the true quality of 
Soviet-developed military technology, 
about the level of efficiency of military 
R and D when both inputs and the tech- 
nological content of new weapon systems 
are appropriately measured, and finally, 
about the extent of real trade-offs be- 
tween military and civilian R and D activ- 
ity. But even here, the inability of the 
system to generate new technology 
across a wide spectrum of military and 
civilian projects at the same time is un- 
derscored by most scholars. 51 - 

There are two rational economic re- 
sponses to comparative disadvantage in 
technological change, or to the undue ex- 
pense of R and D: one is to import tech- 
nology, the other is to economize on die 
use of R and D by substitution with other 
inputs. Both courses of action have been 
followed in the Soviet Union. 

Importing Western technology was a 
main tool of technological advance all 
along; only the method shifted in die 
early 1960s from “borrowing” and re- 
verse engineering to commercial pur- 
chases of equipment, entire plants, and 
technological know-how, as described 
above. Sutton (1973, p. 370), who re- 
viewed the Soviet technological advance 
in hundreds of technologies over 1917- 
65, found it was almost all due to impor- 
tation, with only a very small Soviet in- 
digenous contribution in a small section 
of all technologies. While imported tech- 
nology clearly contributed to the Soviet 
economy, the success was less than ex- 
pected or hoped for and very little in- 
digenous capability was generated by it 
This is testimony to the fact that not only 

“ See refer ea o ei dted is the p w c edtaf footnote. 
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the R and D sector but also the produc- 
tion sector, with its problems of introduc- 
tion and diffusion of innovation in exist- 
ing and new plants, share responsibility 
(Hanson 1981, p. 53). 

The discussion in this section has not 
made die distribution between tech- 
nological changes of a leading country 
consisting mostly of major new innova- 
tions at the world frontiers, and techno- 
logical changes of an essentially follower 
country that consist of borrowing, adapt- 
ing, and improving such innovations. 
The Soviet Union clearly aims at joining 
the leaders, at least in some (e.g., mili- 
tary) fields; however, the discussion so 
far, including that on technological trans- 
fer, should have made it clear that the 
Soviet Union faces increasing difficulties 
even in sustaining its position as an effec- 
tive follower. 

The second response to the high cost 
of R and D is the conservative nature of 
research and development activity — mil- 
itary and civilian alike. Conservatism 
shows up in the marginal-improvement 
approach to innovation and in the maxi- 
mum use of off-the-shelf parts and com- 
ponents. It was first introduced in the 
1930s, when the decision was made to 
concentrate R and D effort on “replica- 
tion, modification and scaling up of exist- 
ing Western models” (Ronald Amann 
1982, p. 19) 52 and was incorporated into 
the system as one of its conditioning ele- 
ments, making it difficult to abandon 
later (Amann 1982, pp. 23-24). 53 Hanson 
clearly reflects the accepted view in stat- 
ing that “Soviet systemic weaknesses in 
innovation extend quite widely and are 
by no means confined to innovation and 

a On the decisions on R and D policies tn the 
1830i see also Parrott 1883, Ch. 2. 

n Conservatism somet im es helps create the false 
impression that R and 0 is more prodoctfve than it 
rea&y is. The fact that lower R and D content is 
embodied in seemingly similar products is sometimei 
overlooked. See Alexander 1978 and Ofer 1886b. 


diffusion at existing enterprises” (Hanso 

1981, p. 74)* <t 

Hanson further concludes that “then 
appears to be something approaching • 
Soviet conventional wisdom which, b' 
implication, also holds that the USSR ha 
major relative weaknesses in technolog - 
cal nerfbrmance” (1981). 


VII. Why Did Growth Rates Decline? 

Production Function Estimates 

The discussion of growth strategy anc 
the economic system sheds light on th< 
systemic sources of growth, on its struc 
tural patterns, and, among other thing: 
on possible reasons for the secular de 
cline in growth rates. Three major expla 
nations for this decline emerge: First, ex 
tensive growth is by nature exhaustible 
as manifested in the unavoidable decline 
in the growth rates of inputs. Seconc 
technological change and improved effi 
ciency failed to replace input growth; iT 
fact, the contribution of technology de 
clined over the years, reflecting the in 
creased difficulty of borrowing Wester 
technologies cheaply. Finally, the de 


84 Sutton’s conclusion, at the end of a three-volume 
study of the history of Soviet technological activity 
is that “the system cannot develop technically acros: 
a broad front without outside assistance; internal in 
dus trial capacity can be expanded only in those sec 
tors suitable for scaling-up innovation and duplicator 
of foreign techniques (Sutton 1973, p. 419). A les 
extreme, but similar conclusion was reached by 
group of researchers in Birmingham, after compiet 
big a large comparative study of Soviet technologic# 
capabilities (Amann, Cooper, and Davies 1977 
Amann and Cooper 1982). Amann writes that ths 
study confirms earlier Western accounts of the nega 
tive systemic impact on Soviet innovation processes 
“These systemic features appear to apply equally h 
all case studies in our sample with the exception \ 
the military sector" (Amann, Cooper, ana Davi 
1977, p. 18). And a final conclusion, five years later 
formulated a “rough hypothesis that successful inno 
vatkm appears to be associated with a high level c 
government support, preferably of a longstanding 
and stable kind, low cost, average or below averagi 
research intensity and low level of ‘complejdty’ fa 
the sense of interdisciplinarity of research fields o; 
dose dependence on other industries" (Amann, 1968 
p. 7). 
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dine in growth was accelerated by the 
strategy of haste. Haste not only made 
the growth curve decline more steeply 
but has also been partly responsible for 
the difficulties encountered by the Soviet 
economy in shifting to an intensive path. 
Haste has contributed to the present low 
rates of growth mainly by accelerating 
the exhaustion of extensive growth and 
by accumulating numerous bottlenecks 
in the production system, creating back- 
logs in needed investments — all of which 
must be paid for now. Haste makes 
change difficult because it has a negative 
effect on R and D and because it limits 
the feasibility and prospects of economic 
reform. 

The literature discusses a number of 
other factors that contribute to the down- 
ward trend. The first is the growing com- 
plexity of the economy. This argument 
maintains that planning from the center 
was reasonably simple in a more primi- 
tive economy, which produced a more 
limited number of products and had a 
clearer vision of how to translate goals 
and priorities into production plans. But 
as an economy becomes more advanced 
and complex the number of options and 
variations multiply, the amount of re- 
quired information and coordination 
grows at a much fester rate than the econ- 
omy itself, and it becomes more and 
more difficult to cope in spite of techno- 
logical and theoretical advances in data 
management and planning. While in the 
early stages learning and improving the 
system may have been dominant, most 
students feel that at some point in recent 
decades, greater complexity turned the 
balance (Bergson 1983b; Levine 1982b). 

Second is the persistent and increasing 
drag on growth caused by the large and 
rising size of defense spending. As we 
have seen, the share of defense spending 
in GNP has been increasing slowly since 
1959 (Tables 1 and 3). Numerous studies 
have attempted to estimate the func- 


tional relationship between growth (via 
investment) and defense, and between 
consumption and defense, but the trade- 
offs correspond fairly closely to die 
amount of resources engaged. None of 
the studies discovered either special 
windfalls coming from the transfer or par- 
ticular obstacles that might limit the 
trade-off to less than one ruble for each 
ruble taken from defense. It seems to 
me, however, that the emerging one-to- 
one relationship in most studies is built 
into the models through assumptions. 38 
Even the evidence gathered over the 
past decade, when the real rate of growth 
of defense was drastically cut — mostly 
through a near freeze on the growth of 
procurement — is far from conclusive 
(Kaufman 1985). It is, reasonable how- 
ever, to assume that lower defense bur- 
dens and slower defense growth rates 
could (in the past) have brought, and may 
(in the future) bring, some small measure 
of relief to overall growth and consump- 
tion (Becker 1985; Kaufman 1985). 

A third factor contributing to the de- 
cline of growth is die weakening of the 
material incentive system as a result of 
the inability to fulfill the production tar- 
gets for consumer goods. Declining 
growth cuts first into consumption incre- 
ments, a low-priority target, which in 

®Thus Sovmod, the leading macro model of the 
Soviet economy, yields the finding that the transfer 
of 1 percent of the growth rate of defense (” 0.14 ’ 
percent of GNP) to investment, at 12 percent ammal 
return, can add about 0.018 percent to annual GNP 
growth. Because marginal capital/output ratios are 
rising (see below), this is not a very p rod u ct i ve trade- 
off. Alternatively. Sovmod students as well as 
M. M. Hopkins and Michael Kennedy, Hildebrandt, 
and others studied the trade-off between defense and 
consumption and found that, at most, after a few 
yean, the resources released Grout defense could be 
transferred, ruble per ruble, to consumption: ^praa- 
taateiy 0.33 p er cent growth in h o useho ld consump- 
tion per each percent drop in defense spending (Dan- 
iel L. Bond and Herbert S. Levine 1881; Heptane 
and Kennedy 1884; HddebnadllSttb; Badwr Ntt, 
1886; Lass Cahofan and Jan RyhmderlSTB; and ath? 
ers; see refer en c e s fat Becker 1886). 
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fitwn bat negative effects on work motiva- 
tion and efforts, thus further reducing 
growth. If, to avert these effects, the 
wage bill is kept higher than the realized 
consumption bill, repressed inflation 
emerges to add another source of frustra- 
tion. A “second economy” developing 
alongside the main, public sector takes 
another bite from the effectiveness of the 
public sector but must be tolerated be- 
cause of its beneficial effect on work moti- 
vation. Heavy drinking is another refuge 
from dissatisfaction . In the Soviet con- 
text, where material incentives fail to 
meet their target, efforts can be redi- 
rected to disciplinary actions about which 
there have been some recent reports. 56 

The effects on Soviet growth rates of 
most of the factors mentioned so far were 
defined in qualitative terms and many 
will have to remain so until ways of quan- 
tification are developed. Nevertheless, 
some effort has been made to quantify 
the more elusive elements in the Soviet 
growth equation beyond the common di- 
vision into growth of inputs and the “re- 
sidual” of output per unit of input. The 
quantitative study of the residual pro- 
ceeded along two lines: The first follows 
Denison, which peels away at the re- 
sidual, layer by layer, and accounts for a 
long list of factors that were not included 
earlier as “inputs” (Edward F. Denison 
1967, 1974, 1979). The second consists 
of alternative estimates of production 
functions. Denison’s method was first 
used by Kaplan (1969), who was also the 
first to show that the decline in GNP 
growth was due not only to lower input 
growth but also to declining productivity. 
Denison’s method was then used exten- 
sively, mainly by Cohn (1970, 1976a, 

"On repressed inflation, the second economy, and 
akohohun at disrupting eSot ts and motivation see 
Grosman 1962a, 1962b; Vladimir Kontorovich 
1985b; Fyodor 1. Eufcttinky 1064; Birman 1961; and 
many others. On cau te r for dedining growth see also 
Levine 1962. 


1976b) and Bergson (1973, 1983b). In a 
recent work, Bergson, concentrating on 
both GNP and the material production 
sectors only (GNP less most services), 
starts from a "basic” residual, after capi- 
tal, annual labor hours, and land are 
taken into account against output. In or- 
der to isolate the part of the residual that 
most closely measures technological 
progress proper (TPP), Bergson (1983a, 
pp. 41-49) adjusts the basic residual to 
take out the following: 57 

a. Rising quality and productivity of 
labor resulting from increased lev- 
els of education and decline in 
work hours. 

b. Depletion of natural resources and 
declining quality of farmland. 

c. Productivity gains from the move- 
ment of labor from forming to 
nonagricultural employment and 
from economies of scale. 

d. The effect of planning reforms and 
other organizational changes. . 
Here Bergson speculates that the 
increased complexity of the system 
offsets any gains emerging from 
such reforms. 

e. The significant negative impact of 
bad weather over 1970-75. 

A summary of the resulting cal- 
culations for the material sectors 
over 1950-75 is presented in the 
following table (rounded percent- 
ages of average annual growth; 
Bergson 1983a, p. 49): 


Period 

Bask 

Residual 

Adjustments 

TPP 

1960-60 

3.6 

0.7 

2.9 

1960-70 

i.8 

0.8 

1.0 

1970-75 

0.3 

0.1 

0.2 


87 Cohn also makes adjustments for changes in a&e 
and sex composition but they turn out to he small 
He also divides capital into residential, nonresJden- 
tial, and inventories (Cohn 1970b, pp. 53-M). 
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Calculations of TPP for 1975-85 would 
most likely produce similar results to 
those for 1970-75 even though the re- 
sidual is eliminated altogether (see Table 
1). Bergson collects further qualitative 
evidence in support of the result of the 
calculation that the technological perfor- 
mance of the Soviet Union is indeed infe- 
rior, especially for a country that still has 
considerable catching up to do. 

The big challenge to this method of 
analysis and its conclusions came with 
an article by Martin Weitzman in 1972. 
He challenged the entire “trinity” con- 
cept consisting of Bergson’s method and 
findings, the CD production function, 
fixed input shares, and declining re- 
sidual, and presented estimates of a CES 
production function for Soviet industrial 
output. These, he claims, achieve a bet- 
ter fit to the data than the CD function 
and yield the following findings and con- 
clusions. 

First, the elasticity of substitution of 
capital to labor was estimated at about 
0.4, rather than the assumed 1, and the 
residual, the indicator of technological 
change, was estimated at a constant rate 
erf' about 2 percent annually. Weitzman’s 
conclusions were: “By this time [the late 
1960s], a low elasticity of substitution 
seems to imply that capital accumulation 
has outstripped labor growth by a wide 
enough margin that the drag due to di- 
minishing returns is significantly cutting 
into output growth” and “The present 
emphasis on diminishing returns is very 
different from the somewhat more usual 
factor productivity approach. Accord- 
ingly, the sharply diminished growth of 
factor productivity usually emerges as 
the main reason for the Soviet slowdown” 
(p. 685). Over ten years later, after many 
more production function estimates by 
Weitzman and others, die same conclu- 
sion is reasserted in even stronger terms: 
“If we are to believe this approach [the 
CD method], the growth of the residual 


has declined rather dramatically from 5 
to 6 percent [sic] in the early fifties to 
about 1 percent in the late seventies. 
Such a conclusion is a bit difficult to ab- 
sorb in its entirety . . . [among other 
reasons because] for greater attention is 
paid to questions of economic efficiency 
in more recent years than in the past” 
and “An alternative historical explanation 
to the Soviet industrial slowdown is not 
to' make the residual take all the blame, 
but to allow a low elasticity of substitu- 
tion to share some of it” (1983, pp. 185- 
86). Before tackling the main issue, it 
should be pointed out that Weitzman’s 
CES estimates offer an alternative inter- 
pretation to the end of the extensive 
model. It came about not only when the 
share of investment in CNP hit die ceil- 
ing, but also because the marginal prod- 
uct of capital declined, where capital is 
the only growing input. 

The real disagreement is about what 
caused the slowdown and therefore about 
how to try to reverse it. One must first' 
spell out die technical aspects of die two 
interpretations. We do so in a world 
where capital is growing much faster than 
labor, just as in the Soviet Union. When 
the elasticity of substitution is smaller 
than one, the share of capital declines 
with time (the same capital series multi- 
plied by a declining rate of return), caus- 
ing the rate of growth of combined inputs 
to decline as well, leaving a higher re- 
sidual. Because the declining capital share 
is monotonic, it almost “replaces” the de- 
cline of the residual under a constant- 
shares assumption. In this way, the same 
data support both versions. 3 While a 

"This conclusion must be qiithfiecl, as it to bated 
on the unlikely assumption at Hicks neutrality of the 
technological change assumed ta the CES eatisasScs. 
A capital using bias in the t echn ologi c al rb s np, as 
is Boost likely the case, would m itigate the pace of 
decline of the marginal prod u ctivity of cspttal and 
of its dure, and as a rank fee residual may sum 
decBne also under fee CBS estisaates. His cr i fc te m 
of conventional CES estimates made by Motes Abtn- 
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number of papers over the last 15 years 
claim statistical superiority for the CES 
interpretation (Padma Desai 1976; Rose* 
fielde and C, A. Knox Lovell 1977; Gom- 
ulka 1977; Toda 1979), I tend to agree 
with Weitzman ’s most recent statement 
on this matter: . . without further in- 
formation we do not know how to decide 
on statistical grounds alone between the 
two alternatives” (1983, p. 187). 58 

More important than the debate over 
econometrics is the question, to what ex- 
tent do the two interpretations tell two 
distinct, mutually exclusive stories about 
the basic reasons behind the observed 
phenomena. We would like to stress a 
point, occasionally made in the litera- 
ture, that a declining marginal productiv- 
ity of capital, as in the CES theory, can 
result as much from weaknesses in, and 
misdirection of R and D activities as from 
problems of investment policy. Similarly, 
a small and declining “residual” can stem 
both from unsuccessful R and D and from 
suboptimal investment policies. Previous 
discussion in this paper provided many 

movitz and Paul A. David (1973) applies to many 
estimates and aims to show that technological change 
is embodied in the capital series in addition to its 
presence in the residual. This criticism may also be 
relevant, in principle, to the Soviet Union, except 
that the declining rates of growth do not allow too 
much capital using technical change along with a 2 
percent growth of productivity. The relatively low 
R and D content of investment may limit the extent 
of capital using technical change. See, for example 
Kontorovich (1965a), the discussion in Section VI, 
and also below. 

® There have also been extensive arguments on 
die types of data used, the modes of aggregation, 
and die plausibility of the results. One example is 
that it follows from Weitzman’s CES estimates that 
the capital share in Soviet industry reached 80 per- 
cent in 1950 and declined to 27 percent by 1978 
(Weitzman 1963, p. 167), or that the return to capital 
reached levels of 38-199 percent in 1950, but de- 
clined to 6 percent already in 1968 (Bergson 1979, 
pp. 1 17-20). It is reasonable dut die rate of return 
or capital should fall undo* the circumstances, but 
not as sharply> «“d not to such an extremely low 
level Surveys of this literature are presented by 
Bergson (1979) and Brads (1985). Challenges to 
Weitzman’s 1972 paper were offered by Earl R. Bru- 
baker (1972) and T. Krishna Kumar and Ephraim 
Asher (1974). 


reasons for the productivity of capital to 
decline. But under conditions of labor 
shortage it is also definitely the responsi- 
bility of R and D to provide the right 
land of labor-saving innovations that can 
make the absorption of new capital more 
efficient and avert its declining prod- 
uctivity. This point is stressed by Konto- 
rovich (1985a), who claims that lack of 
labor-saving innovation in new capital is 
responsible for the continued creation of 
labor-intensive workplaces with no work- 
ers to man them (1985a; Josef C. Brada 
1985, p. 126). It seems, therefore, that 
the two different production function in- 
terpretations provide little help in resolv- 
ing the real issue. 

Most recently, Weitzman (1983, p. 
187) seems to agree, at least in part, with 
the above when he states that both 
suboptimal investment policy and unsuc- 
cessful R and D must share the blame 
for low growth. More important, he also 
says that whatever the diagnosis, the only 
way to reverse the trend of declining 
growth rates is by much heavier reliance 
on technological change. If Weitzman 
was willing to compromise, so was Berg- 
son. In his latest contribution on this is- 
sue Bergson also included, in the variants 
of residual analysis to be considered, esti- 
mates with an underlying CES produc- 
tion function with elasticities of substitu- 
tion of 0.5. With 12 and 6 percent return 
on capital he obtains the following results 
for the material sectors (annual average 
growth rates of the residual; Bergson 
1983b, p. 38); 60 ' 61 

80 While Weitzman could not justify a breakdown 
of the period into significant subperiods, Norman 
E. Cameron (1961) and Gomuika (1977) did find sig- 
nificant divisions, but in both cases the trend in pro- 
ductivity was not declining (Gomuika) or it was even 
rising (Cameron). Other similar results for the 1950* 
and 1960s were obtained by Rotefielde and Lovell 
(1977), Desai (1976). None of these estimates indude 
data for the early 1990s, when growth rates were 
still lower. 

81 Much of die evidence advanced by Wiles, Nove, 
and Hanson in support of their argument about die 
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In both CD and CES estimates re- 
ported above, technological change is 
presented as neutral and/or disembod- 
ied. Some of the literature, however, as- 
sumes embodiment of technological 
change in capital (Gomulka and Sylwes- 
trowicz 1976; Brada 1985, pp. 120-22, 
126-27). 62 Two outcomes emerge: First, 
with embodiment more of the decline 
in the rates of growth is charged against 
the decline in the rate of growth of capital 
and less to systemic problems of R and 
D or of efficiency. Second, if embodi- 
ment is important the intended reduc- 
tion in the future rate of capital growth 
may hamper rather than improve Soviet 
growth prospects (Brada 1985, p. 127). 
As to the interpretation of past perfor- 
mance, if embodiment were a dominant 
factor in Soviet growth then, with normal 
R and D performance and given the large 
investments, one would expect a much 
larger contribution of technology to 
growth in conventional growth-account- 
ing calculations that neglect embodi- 
ment. That this did not occur is addi- 
tional evidence of poor R and D 
performance in the past. While embodi- 
ment is clearly part of reality, what the 
Soviets lacked in the past, and what they 
have to worry about in the future in this 

existence of hidden inflation in the capital series (Sec- 
tion III) can be added here as further support for 
die low and declining efficiency of capital formation. 
The rise in the costs of capital formation due to such 
inefficiencies contributes to a rise in the price of capi- 
tal relative to the general price level; and this in- 
crease in the relative price of capital should be added 
to the proper measure of capital inputs because it 
reflects the heavier burden of capital cost on the 
economy (Hildebnmdt 1965b). 

* On embodiment in modern economic growth see 
Maddison 1982, pp. 21-25. 


connection, is the embodiment of addi- 
tional new technology per unit of invest- 
ment. Merely raising the level of invest- 
ment will not solve this problem, but 
raising the weight of new technology in 
well-planned incremental investment 
might do so. This is just another part of 
the cluster of dilemmas facing Soviet 
planners in the key sphere of investment 
policy. 

VIII. Evaluation and Conclusion — or. 
Can the Trend Be Reversed? 

The evaluation of the Soviet growth 
record and strategy in this section con- 
centrates on the question of future pro- 
spects. Under what conditions might the 
present trend of low and declining 
growth rates be reversed? In a broader 
view, can sustained growth be assured 
under the present system? If not, what 
changes are needed in the system and 
what strategy will make it feasible? 

A comprehensive attempt to project 
the future is given by the Sovmod econo- 
metric model (Bond 1963). The pro- 
jections for 1980-2000 range between 3.3 
and 2.3 percent of annual growth of 
CNP, the baseline projection is 3.1 per- 
cent, and the main differences between 
the various estimates are assumptions 
about productivity growth. Under the 
baseline assumptions, total factor pro- 
ductivity is estimated to grow 1. 1 percent 
annually while under less favorable con- 
ditions it would grow 0.33 percent (Bond 
and Levine 1983). In conventional calcu- 
lations, both rates are above the average 
record for the past 15 years, when total 
factor productivity was negative (see Ta- 
ble 1). 

This means that even the more pessi- 
mistic Sovmod estimates must, in effect, 
assume some future improvement in the 
system’s performance. As things stand 
now, there seems to be little chance of 
exogenous factors cont rib uting to such 
improvement. The factors exhausting 
further extensive growth are all there: 
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Bottlenecks are cumulating and pay- 
ments for past haste are due. In addition, 
die favorable external trade conditions 
of the 1970s have turned unfavorable 
with the sharp decline in energy and gold 
prices (Hewett 1985; Hewett et al. 1986; 
Hanson 1985). The possibility of better 
weather conditions over the next five 
yean is sometimes mentioned, but there 
is no talk of a future favorable trend. 

According to Sovmod, a shift of re- 
sources away from defense, from a base- 
line growth rate of 4.5 percent per year 
to zero growth, will produce only a 0. 12 
percentage point increment in overall 
growth, to a growth rate of 3.27 percent 
(Bond 1983, pp. 18-19). As pointed out 
above, this may be an underestimate, 
and it may be assumed that at least under 
reduced defense spending a productivity 
rise of 1 percent may be more likely. 
But recent Soviet experience with low 
growth rates of defense is not very prom- 
ising. All these should also be weighted 
against the prospects of long-term cuts 
in defense. Other possible shifts in re- 
source allocation are treated later. 

While some studies do not rule out 
the possibility of a continuous decline in 
growth down to 2 percent per year or 
less, with almost no productivity growth, 
most seem to believe that future growth 
can be somewhat higher, around the 
baseline projection of 3 percent. It is held 
that such a rate would allow the Soviet 
Union to “muddle through” just above 
the critical political and consumption in- 
centive thresholds, and it would even 
qualify as acceptable sustained growth for 
a relatively mature economy such as that 
of the Soviet Union (Berliner 1983a, pp. 
42-44; Hunter 1979; Schroeder 1983; 
Seweryn Bialer 1963). Berliner, for ex- 
ample, foresees (he Soviet Union perma- 
nently lagging behind the world leaders 
hi technology, a position that, while it 
has its disadvantages, also has some ben- 
efits and may in any case be “appealing 


to R & D people operating in a risk-av- 
erse bureaucratic structure” (Berliner 
1983a). 

In terms of the distinction between a 
technological leader and a follower, Ber- 
liner seems to advocate a follower posi- 
tion. It may be true that the Soviet Union 
has been striving to reach the technologi- 
cal frontiers, but as we have seen, it is 
finding it very difficult to be an efficient 
follower. 

“Muddling through” may be attained 
with the help of what the literature calls 
“moderate” (Colton 1986, Ch. 4) or “lib- 
eral” reform (Berliner 1983a, 1983b), as 
distinct from no reform or minor changes 
on the one hand, or radical systemic 
change on the other. But even if mud- 
dling through with some reforms is feasi- 
ble, it is much less than what the present 
Soviet leaders consider acceptable. They 
have gone on record demanding signifi- 
cantly higher growth rates. Gorbachev 
has publicly insisted on at least 4 percent 
growth instead of the existing 3 percent, 
and the new plans unveiled late in 1985 
call for GNP increases of 4-5 percent and 
more in 1986-2000 (Hanson 1985; Hew- 
ett 1985; Keith Bush 1986). While such 
goals are more modest than earlier unre- 
alized plans, and catching up with the 
West is not mentioned as a major goal, 
it must be considered that all increments 
above 2-2.5 percent growth must come 
from rising efficiency. Given the per- 
ceived internal and external needs and 
aspirations, the Soviet leaders cannot ac- 
cept the “slow-growing mature econ- 
omy” argument even if growth rates in 
many industrial countries have recently 
declined. This is utterly unacceptable at 
a GNP per capita level of just one-half 
of that of the USA. Nor can one accept 
for the long run a 2-2.5 extensive growth 
rate without productivity growth as “sus- 
tained” in the real, Kuznetsian meaning. 

It has been dear for some time that 
without some fundamental changes the 
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Soviet system cannot resume more dy- 
namic growth. Theoretical analysis of 
possible reforms was a permanent ele- 
ment of economic analysis in die West 
all along. Over the last five years this 
discussion was joined by much more ac- 
tive reform efforts by Andropov and 
lately Gorbachev. The discussion that fol- 
lows on changes that may reverse the 
trend combines some of the abstract dis- 
cussion with actual measures that are be- 
ing taken or that are in a planning stage. 

Before discussing the main possible di- 
rections of reform, three lessons of past 
reforms should be mentioned. First, the 
growth record of the past generation was 
accompanied by a permanent stream of 
reforms, some of which were considered 
quite radical in their day. It is difficult 
to estimate their net impact, but they 
were not enough to stop the declining 
trend of growth (Berliner 1983a; Schroe- 
der 1979, 1982; Colton 1986, Chs. 1-2). 
Second, the partial or marginal reforms 
often had side effects that offset at least 
some of the benefits. A shift in the incen- 
tive structure in one direction may harm 
other goals and, in addition, may cause 
superfluous activity in the direction of 
the new incentives. Moreover, most at- 
tempts at partial reform did not live up 
to expectations because they conflicted 
with the unaltered principles of the sys- 
tem in other sectors or activities. An ex- 
aggerated metaphor for partial reform is 
a gradual shift of traffic from one side of 
the road to the other, a bit at a time. 

Finally, reforms suffer from the haste 
factor: The leadership is too impatient 
and is reluctant to pay the necessary 
short-term introduction costs for long- 
term benefits. As rates of growth decline 
and pressures to perform routine tasks 
grow, this reluctance becomes even 
more entrenched. The outcome is that 
the more a reform is needed, the more 
difficult it becomes to implement. This 
may eventually lead to a crisis where 


drastic r e form becomes indispensable. 

The possible economic reforms de- 
signed to encourage foster growth, dis- 
cussed in die literature, range, to use 
Berliner's and Colton's terms, from reac- 
tionary reform, through conservative- 
marginal, to moderate or “liberal” and 
to a radical far-reaching reform (Berliner 
1983b; Colton 1986, Ch. 4). The reaction- 
ary model calls for tightening central con- 
trol, improving die system of central 
planning, and the reinstitution of various 
disciplinary and coercive measures as die 
major means to raise efficiency. More re- 
sources can thereby be devoted to invest- 
ment (defense) and to growth. A compre- 
hensive application of such reforms is 
ruled out by most observers except under 
acute conditions of international crisis. 
Nor do specialists believe in their effec- 
tiveness at this stage; however, partial 
implementation of stronger disciplinary 
measures, work discipline, more respon- 
sibility by administrators, and antialcohol 
campaigns are part of the changes intro- 
duced by Andropov and reemphasized 
by Gorbachev. They serve as part of the 
proposed reform and as stopgap changes 
while other reforms are being contem- 
plated. 

At the other end of the range is a “radi- 
cal” reform whose essence is the conver- 
sion of central planning into a system of 
market socialism in which central plan- 
ning would be phased out in favor of de- 
centralization and market mechanisms, 
possibly like the “new management 
mechanism” of Hungary since 1968 (Kor- 
nai 1986). Such a change involves, of 
course, a shift in resource allocation to- 
ward higher rates of growth of consump- 
tion and more slack in the economy, as 
well as major ideological and power- 
structure shifts. In a way, the prospects 
of such a radical change are of minor in- 
terest here because when implemented 
they will draw the Soviet system modi 
closer to the present-day mixed econo- 



182 ® Journal of Economic Literature, Vcl. XXV (December 1987 ) 


Bottlenecks are and pay- 

toeato for put haste are due. In addition, 
the favorable external trade conditions 
of the 1970s have turned unfavorable 
with the sharp decline in energy and gold 
prices (Hewett 1985; Hewett et al. 1986; 
Hanson 1985). The possibility of better 
weather conditions over the next five 
years fa sometimes mentioned, but there 
fa no talk of a future favorable trend. 

According to Sovmod, a shift of re- 
sources away from defense, from a base- 
line growth rate of 4.5 percent per year 
to zero growth, will produce only a 0. 12 
percentage point increment in overall 
growth, to a growth rate of 3.27 percent 
(Bond 1983, pp. 18-19). As pointed out 
above, this may be an underestimate, 
and it may be assumed that at least under 
reduced defense spending a productivity 
rise of 1 percent may be more likely. 
But recent Soviet experience with low 
growth rates of defense is not very prom- 
ising. All these should also be weighted 
against the prospects of long-term cuts 
in defense. Other possible shifts in re- 
source allocation are treated later. 

While some studies do not rule out 
the possibility of a continuous decline in 
growth down to 2 percent per year or 
less, with almost no productivity growth, 
most seem to believe that future growth 
can be somewhat higher, around the 
baseline projection of 3 percent. It is held 
that such a rate would allow the Soviet 
Union to “muddle through” just above 
tihe critical political and consumption in- 
centive thresholds, and it would even 
qualify as acceptable sustained growth for 
a relatively mature economy such as that 
of the Soviet Union (Berliner 1983a, pp. 
42-44; Hunter 1979; Schroeder 1983; 
Seweryn Bialer 1963). Berliner, for ex- 
ample, foresee* the Soviet Union perma- 
nently lagging behind die world leaders 
in technology, a position that, while it 
has its disadvantages, also has some ben- 
efits and may in any case be “appealing 


to R fa D people operating in a risk-av- 
erse bureaucratic structure” (Berliner 
1983a). 

In terms of the distinction between a 
technological leader and a follower, Ber- 
liner seems to advocate a follower posi- 
tion. It may be true that the Soviet Union 
has been striving to reach the technologi- 
cal frontiers, but as we have seen, it fa 
finding it very difficult to be an efficient 
follower. 

“Muddling through” may be attained 
with the help of what the literature calls 
“moderate” (Colton 1986, Ch. 4) or “lib- 
eral” reform (Berliner 1983a, 1983b), as 
distinct from no reform or minor changes 
on the one hand, or radical systemic 
change on the other. But even if mud- 
dling through with some reforms fa feasi- 
ble, it is much less than what the present 
Soviet leaders consider acceptable. They 
have gone on record demanding signifi- 
cantly higher growth rates. Gorbachev 
has publicly insisted on at least 4 percent 
growth instead of the existing 3 percent, 
and the new plans unveiled late in 1985 
call for GNP increases of 4-5 percent and 
more in 1986-2000 (Hanson 1985; Hew- 
ett 1985; Keith Bush 1986). While such 
goals are more modest than earlier unre- 
alized plans, and catching up with the 
West is not mentioned as a major goal, 
it must be considered that all increments 
above 2-2.5 percent growth must come 
from rising efficiency. Given the per- 
ceived interna] and external needs and 
aspirations, the Soviet leaders cannot ac- 
cept the “slow-growing mature econ- 
omy” argument even if growth rates in 
many industrial countries have recently 
declined. This fa utterly unacceptable at 
a GNP per capita level of just one-half 
of that of the USA. Nor can one accept 
for die long run a 2-2.5 extensive growth 
rate without productivity growth as “sus- 
tained” in the real, Kuznetsian meaning. 

It has been dear for some time that 
without some fundamental changes die 
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Soviet system cannot resume more dy- 
namic growth. Theoretical analysis of 
possible reforms was a permanent ele- 
ment of economic analysis in foe West 
all along. Over foe last five years this 
discussion was joined by much more ac- 
tive reform efforts by Andropov and 
lately Gorbachev. The discussion that fol- 
lows on changes that may reverse foe 
trend combines some of the abstract dis- 
cussion with actual measures that are be- 
ing taken or that are in a planning stage. 

Before discussing foe main possible di- 
rections of reform, three lessons of past 
reforms should be mentioned. First, foe 
growth record of foe past generation was 
accompanied by a permanent stream of 
reforms, some of which were considered 
quite radical in their day. It is difficult 
to estimate their net impact, but they 
were not enough to stop the declining 
trend of growth (Berliner 1983a; Schroe- 
der 1979, 1982; Colton 1986, Chs. 1-2). 
Second, foe partial or marginal reforms 
often had side effects that offset at least 
some of the benefits. A shift in the incen- 
tive structure in one direction may harm 
other goals and, in addition, may cause 
superfluous activity in the direction of 
foe new incentives. Moreover, most at- 
tempts at partial reform did not live up 
to expectations because they conflicted 
with foe unaltered principles of foe sys- 
tem in other sectors or activities. An ex- 
aggerated metaphor for partial reform is 
a gradual shift of traffic from one side of 
the road to the other, a bit at a time. 

Finally, reforms suffer from the haste 
factor: The leadership is too impatient 
and is reluctant to pay the necessary 
short-term introduction costs for long- 
term benefits. As rates of growth decline 
and pressures to perform routine tasks 
grow, this reluctance becomes even 
more entrenched. The outcome is that 
the more a r eform is needed, the more 
difficult it becomes to implement. This 
may eventually lead to a crisis where 


drastic re fo rm becomes indispensable. 

The possible economic reforms de- 
signed to encourage foster growth, dis- 
cussed in the literature, range, to use 
Berliner’s and Colton’s terms, from reac- 
tionary reform, through conservative- 
marginal, to moderate or "liberal" and 
to a radical for-reaching re fo r m (Berliner 
1983b; Colton 1986, Ch. 4). The reaction- 
ary model calls for tightening central con- 
trol, improving the system of central 
planning, and die reinstitution of various 
disciplinary and coercive measures as the 
major means to raise efficiency. More re- 
sources can thereby be devoted to invest- 
ment (defense) and to growth. A compre- 
hensive application of such reforms is 
ruled out by most observers except under 
acute conditions of international crisis. 
Nor do specialists believe in their effec- 
tiveness at this stage; however, partial 
implementation of stronger disciplinary 
measures, work discipline, more respon- 
sibility by administrators, and antialcohol 
campaigns are part of the changes intro- 
duced by Andropov and reemphasized 
by Gorbachev. They serve as part of the 
proposed reform and as stopgap changes 
while other reforms are being contem- 
plated. 

At the other end of the range is a "radi- 
cal” reform whose essence is the conver- 
sion of central planning into a system of 
market socialism in which central plan- 
ning would be phased out in fovor of de- 
centralization and market mechanisms, 
possibly like the “new management 
mechanism” of Hungary since 1968 (Kor- 
nai 1986). Such a change involves, of 
course, a shift in resource allocation to- 
ward higher rates of growth of consump- 
tion and more slack in the economy, as 
well as major ideological and pwte 
structure shifts. In a way, the prospects 
of such a radical change are of miner in- 
terest here because when imp l em e nte d 
they will draw the Soviet s ystem much 
closer to the present-day naked econo- 
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mies; the prospects for sustained growth 
of a Soviet-type socialist system from the 
present stage is thus left untested. So 
far, Gorbachev strongly rejected the pos- 
sibility of introducing market socialism 
of the Yugoslav or Chinese style (Bialer 
and Joan Afferica 1986, pp. 608-13). 

The middle ground of die reform range 
is occupied by the “moderate” reform. 
Under such reform the basic authori- 
tarian regime and central planning system 
are assumed to persist, but a number of 
significant changes in them are contem- 
plated and the distance traveled in each 
direction may vary. Many of the steps 
listed below under “moderate” reform 
are in fact included in what is emerging 
now in the package of reforms initiated 
by Gorbachev. 

The “Gorbachev reforms” have been 
formulated as a complete strategy only 
very recendy, at the meeting of the ple- 
num of the Communist Party last June 
(Gorbachev’s speech, and the main docu- 
ment approved, “Basic Provisions for 
Radical Restructuring of Economic Man- 
agement,” Pravda, June 26 pp. 1-5, and 
June 27, pp. 2-3, respectively). Only a 
small part of the reform provisions have 
been put into effect so far, and most of 
it awaits detailed formulation and imple- 
mentation. The main effort of the reform 
is in “restructuring” the economic mech- 
anism so as to achieve, in Gorbachev’s 
words, “the union of centralism and inde- 
pendence of economic organization” 
(quoted by Berliner 1986 p. 8). It is an 
attempt to create the entrepreneurship, 
dynamism, creativity, and flexibility of 
the market economy in a more decentral- 
ized, but still centrally directed environ- 
ment. This effort includes radical stream- 
lining at the top administrative and 
planning bodies, and relieving them from 
much of the burden of the short-term 
operational direction of enterprises. A 
considerable part of die supply of materi- 
als and goods will be turned to wholesale 


trade network where voluntary deals will 
be strode. Following a major price re- 
form, many prices will be determined 
by the contracting parties. Much of the 
previously central financial allocation and 
control system will be turned to newly 
established banks that will offer regular 
credits. Enterprises, with much more 
freedom of action over plans, over the 
use of funds, for investments, wages bo- 
nuses, over sources of supply and sales, 
and even prices, will be run according 
to the principle of “self-financing” where 
all costs, including taxes will come out 
of earned revenues; thus profits and sales 
will be the main success criteria and the 
source of remuneration. Losing enter- 
prises will eventually be forced to close 
and the workers will be transferred. Lib- 
eralization is being extended also to in- 
ternational trade, where some freedom 
of action has been granted to individual 
enterprises and ministries, and joint ven- 
tures with Western companies are per- 
mitted. The exact division of power be- 
tween the central administration and 
market-like mechanisms will determine 
how radical the reform will be in the core 
of the economy. With limited free action 
the system will not be very different from 
the present one, but with significant re- 
duction in the role of administrative mea- 
sures it could border on the radical. (See 
discussion on this issue in Komai 1986, 
pp. 1699-1700.) 

The second direction of the proposed 
reform is in enlarging the role and scope 
of the legal private and cooperative sec- 
tor, where real markets and market 
prices and motivations prevail. The So- 
viet system has probably been the most 
extreme among the socialist countries in 
limiting private economic activity all 
along. In addition to legal private agricul- 
tural plots and more or less free formers’ 
markets for their produce, very limited 
urban private activity was allowed. The 
proposed reform enlarges the scope of 
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private food production and of the pro- 
duction and provision of many services 
and some products — by private people 
or cooperatives (as approved by the new 
law of individual activity that went into 
effect in May 1987) and by allowing some 
private-market type activities in collec- 
tive forms and public sector enteiprises, 
like permission to sell above-quota or 
above-contract production on the free 
market or to contract out to private peo- 
ple or cooperatives segments of produc- 
tion ( kolkhozi , running a computer sys- 
tem for a factory, or developing and 
introducing an innovation for it). Finally, 
privatization could mean more liberal 
policies with respect to the import of 
technology, even to the point of allowing 
direct investment of foreign capital in 
some joint ventures (as under another 
of the new reform laws). 

The increased role of the private sector 
under such reforms is designed to raise 
efficiency in spheres where central plan- 
ning is especially weak, to reduce the 
burden of central planning, and probably 
most important, to increase the supply 
of consumer goods and services in key 
sectors, thereby raising the level of work 
motivation of the population. If the sup- 
ply of privately produced business ser- 
vices to the public sector is also allowed, 
it may help ease key bottlenecks and 
make supply response more flexible. Fi- 
nally, privatization of service activities 
may raise the share of services in the 
national product and move the industrial 
structure of the Soviet economy closer 
to a “normal” pattern of growth, in which 
rapid growth of the share of services is 
a main feature. 

The third direction of the reform is 
the “democratization” of the cultural, so- 
cial, and political spheres to which we 
will return below. 

A key question relates to the expected 
effect of reform on Soviet R and D. Final 
judgment must be left to the future, but 


whatever the possible effects, some ob- 
servers believe that present and antici- 
pated technological frontiers . impose 
even tougher obstacles on the Soviet sys- 
tem than earlier ones did. The main 
thrust of the Soviet industralization drive 
took place at a time when the dominant 
technological advance was concentrated 
in heavy industry and machinery, en- 
ergy, and raw materials. In a way, this 
siiited the goals and structure of the So- 
viet system. But the technological fron- 
tier has shifted to electronics, computers, 
and communications — toward an “infor- 
mation-intensive economy” (Heymann 
1985, p. A-l). There are any number of 
reasons to assume that the Soviet system 
is less suited for this revolution. Among 
other problems, Heymann suggests the 
following: 

Soviet society — as is now beginning to be recog- 
nized by the new Gorbachev leadership — is 
handicapped by a socio-political organization ill 
suited to the adoption and assimilation of an 
information - intenii ve culture: its highly cen- 
tralized approach to management and de cisio n 
making: its dearth of reliable data bases and 
the wall of secrecy with which it surrounds 
them: the poor quality and availability of its 
telecommunications links; its discouragement 
of entrepreneurship and risk taking (uncoordi- 
nated small-team, competitive ventures do not 
exist); its tradition of ignoring the needs and 
wishes of customers and users; and its abhor- 
rence of the wide-open, chaotic marketplace, 
where a staggering variety of profit-motivated 
buyers and sellers contend — these and other 
features hamper and constrain the society's abd- ... 
ity to adjust to and benefit from the information 
revolution. (Heymann 1985. pp. A-l. A-2) 

Three specific problems of introducing 
the information revolution into Soviet so- 
ciety must be emphasized. First, the pro- 
cess of innovation is hampered by the 
fact that die use of the new developments 
must be diffused across the entire econ- 
omy and not concentrated in a well-de- 
fined branch. Second, its main uses in 
production are antagonistic to kmg-estab- 
lished traditions of management and con- 
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feroi. Finally, possibly roost important, 
<be benefits of the information revolution 
in a society and culture that is based on 
monopolization of information, on se- 
crecy, and on the denial of basic free- 
doms are limited. A society that severely 
limits the use of photocopying machines 
and mass communication systems has lit- 
tle taste for the information revolution 
(Colton 1986, p. 170; on the general 
theme see also Graham 1984, pp. 129- 
32; Richard W. Judy 1986). 

Gorbachev’s “openness” (glasnost) re- 
form of partly lifting the veil of secrecy 
on social and economic information, of 
calling for open criticism, of more free- 
dom of expression in the arts and culture, 
and even some democratization of politi- 
cal structures and processes, are moti- 
vated by more than one reason — among 
others, by a desire to raise the level of 
efficiency of the economic mechanism 
and to contribute to the “human factor,” 
the key element in reconstructing the 
economy and society. These can be seen 
as responses to the problems mentioned 
above. Time will show how much open- 
ness will ultimately be tolerated and how 
for it will go to meet these problems. 

It is difficult to evaluate theoretically 
how extensive the changes must be to 
generate the needed turnabout in growth 
rates. It is no less difficult and much too 
early to say whether the present reforms 
contain a critical mass of the ingredients 
of autonomy, flexibility, incentives, moti- 
vation, and freedom needed for en- 
hanced efficiency and more dynamic 
technological advance. What we can 
state is that these reforms, as described 
above, and the recent patterns observed 
so for in the Soviet Union appear to be 
less radical in most respects than their 
Hungarian, Yugoslav, or Chinese coun- 
terparts. 

Second, it is also difficult to determine 
in advance whether the changes that may 


bring the Soviet economy back to more 
rapid growth will or will not move the 
system away from its “socialist” charac- 
ter. Can they be effective without giving 
up public ownership erf most means of 
production? Or without opening up in- 
come and wealth differentials larger than 
are ideologically acceptable? Or without 
giving up too much of the central political 
authority. 

A third question with an uncertain an- 
swer is whether the minimum reform 
needed for economic recovery can be 
pushed through the Soviet political es- 
tablishment and social structure. There 
is evidence and open discussion of inter- 
nal opposition to reforms on academic, 
ideological, political, and self-interest 
grounds (Hanson 1985; Tatyana Zaslav- 
skaya 1984; Colton 1986, pp. 166-76). 
Zaslavskaya’s 1983 report, secret at the 
time, is a bold description by an insider 
of the extent of expected opposition by 
vested-interest groups that stand to lose 
power and income. Whether or not a 
"moderate” reform is strong enough to 
effect the necessary change, it is certainly 
considered quite radical by many Soviet 
and non-Soviet observers (Hanson 1985, 
p. 307). 

In addition to reforms in the economic 
mechanisms and institutions, economic 
reforms also include changes in resource 
allocation. Three such general changes 
seem to be in prospect, also part of a 
scheme of moderate reform. First, mod- 
erate reform calls for a stronger reliance 
on material standard-of-living incentives. 
This translates into more resources ear- 
marked for consumption, including ser- 
vices. Second are changes in the sphere 
of investment, which are engulfed by 
many difficulties. Up against a severe re- 
sources constraint, one has to choose a 
proper volume of investment, one that 
will cover the needs of hitherto neglected 
infrastructure, depleted natural re- 
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sources, embodied technology in ma- 
chine building and replacing antiquated 
equipment (antiquated even according to 
Soviet norms), while attending to the 
mounting stock of unfinished projects 
and over-long lead times. One manifesta- 
tion of these hard choices is the zig-zag 
pattern of Soviet investment policies 
since the late 1970s and early 1980s. In 
this period we have witnessed, first, at- 
tempts to lower the overall growth rate 
of investment and to divert it from ma- 
chine and metal production toward agri- 
culture and energy. These attempts had 
to be abandoned and reversed during the 
early 1980s. Then in the present (12th) 
FYP, we Rnd on the one side a modest 
growth of overall planned investment for 
1986-90, but on the other an exception- 
ally high rate set for the first year (1986), 
with renewed reemphasis on investment 
in the machine-building sector (Schroe- 
der 1985; Hewett 1985; Hanson 1985; 
Hewett et al. 1986; Bergson 1986; Colton 
1986, Ch. 4). Time will tell whether 
these efforts prove successful in raising 
the marginal productivity of capital. 

Third is an effort to reduce, if possible, 
allocations to defense. The feasibility of 
such a move depends significantly on the 
development of a favorable international 
environment, especially in East-West re- 
lations. Arms reduction, lower pressure 
on military R and D, more opportunities 
for Western credits and technology, all 
are favorable to the internal efforts. The 
Soviet leadership should definitely be in- 
terested in promoting such an environ- 
ment. 

Internal policy dilemmas, external un- 
certainties, including those related to the 
future terms of trade, and uncertainties 
connected with the nature and outcome 
of reforms, all found expression in both 
the many revisions of the current, 12th 
FYP, and in the many apparent inconsis- 
tencies remaining in it. These inconsis- 


tencies raise some doubts about the feasi- 
bility of achieving even the modest tar- 
gets of consumption (Bush 1966). 

Oscar Lange, in his treatise on social- 
ism (Benjamin Lippincott 1938), con- 
cluded that one of the system’s major po- 
tential economic advantages is in the field 
of technological innovation. He consid- 
ered the ability of one center to sponsor, 
direct, and then diffuse new technologies 
to be the answer to the failure of the 
market economy to yield a constant 
stream of innovations. As it turned out, 
Lange was wrong: the flexibility of die 
market economies, aided by a mixed 
strategy including some degree of gov- 
ernment regulation and intervention 
proved able to generate continued inno- 
vation. On the other hand, technological 
change only by command proved much 
less successful. 

George Orwell and others viewed die 
development of modern communications 
and information technologies as the ulti- 
mate weapon of control, brainwashing, 
and repression at the hands of authorita- 
rian regimes. They may be right, but 
these inventions also carry a great eco- 
nomic potential for a free society that can 
put them to use in a different way, on a 
much wider scale, for far greater social 
benefit. 

In his five-and-a-half-hour report to 
the 27th Congress of the Soviet Commu- 
nist party (and in many speeches before 
and since), Gorbachev (1986) acknowl- 
edged the problem of decelerating 
growth rates, blamed it among other 
things on the failure to move from exten- 
sive to intensive methods of production, 
criticized most past reforms as mere rhet- 
oric, and pledged to reverse die trend 
by introducing the scientific and techno- 
logical revolution and carrying out a 
“truly revolutionary change” (Gorbachev 
1986, pp. 29-33) — a total “economic and 
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social reconstruction” of Soviet society. 63 
There is some debate among experts as 
to whether Gorbachev has the right pic- 
ture in view, the correct prescription for 
redirecting Soviet society and its econ- 
omy toward sustained economic growth, 
and die energy and ability to push it 
through. For the time being the skeptics 
dominate, and their reasons are strong 
(see Hewett 1986; Schroeder 1986; Jerry 
F. Hough 1986; Hanson 1986); but we 
all have to bear in mind that it is rare 
for analysts to foresee radical changes or 
sudden shifts in long-established trends. 
Only time will tell whether the present 
Soviet leadership possess the attributes 
necessary to effect such a sweeping turn. 
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Historical Perspectives and the 
Interpretation of Unemployment* 

By Michael J. Piore 
Massachusetts Institute of Technology 


Tn the last decade, the levels of unem- 
ployment in industrialized countries 
have risen dramatically. Rates now are 
typically two, and in some cases, three 
and four times those prevailing in the 
1950s and 1960s. The feet that these new 
higher levels are widely tolerated sug- 
gests that our thinking about the meaning 
and significance of unemployment has 
changed enormously over the period. 
Such a change is certainly present in the 
thinking among professional economists. 
In the 1960s the standard view was that 
the unemployed represented unutilized 
resources; their existence in an economy 
where the vast majority of people had 
unsatisifed wants was seen as a major so- 
cial paradox and the most important un- 
solved intellectual puzzle of the capitalist 
economic system. This fed the rationale 
for Keynesian countercyclical fiscal pol- 
icy and government deficit spending; 
The government could reasonably print 
money in order to hire the unemployed 
because the resources absorbed in the 
process were essentially “free goods,” 
Today, a good number of professional 

* A Review of Alexander Keyaaar, Out of Work. ■ 
The First Century of Unemployment in Massachu- 
setts. Cambridge; Cambridge Unlvenity Pres*, 1986 
and Robert Salais. Nicolas Baverez, and B4n6dJcte 
Reynaud, L invention du chdmage. Hietotre et trans- 
formations dune oatigprie en France des anntss 1890 
aux armies 198 0. Paris: Presses Universitaires de 
France, 1966. 


economists, certainly in the United 
States but to a lesser extent throughout 
the world, have come to view measured 
unemployment in industrial economies 
as an artifact in at least three senses. It 
is a statistical artifact of a measurement 
process that classifies as unemployed 
people who are not really available for 
work. It is an institutional artifact of a 
system of social insurance and public wel- 
fare that encourages an extension of the 
process of job search. And it is an artifact 
of the language that uses a term which 
in everyday parlance means forced idle- 
ness for activities that have important 
productive functions akin to the functions 
of inventories, information processing, 
and investment associated with the uti- 
lization of capital goods. These interpre- 
tations to be sure hardly constitute a 
consensus about the meaning of 
unemployment. But they are no more 
diverse than the range of views that un- 
derlay the older orthodoxy. And for pol- 
icy makers and economic researchers, 
they carry a single message: There are 
many more serious problems toward 
which to direct attention. 

These new views about unemployment 
were developed out of a set of ideas origi- 
nally associated with the Chicago School 
of economics, where the emphasis — at 
once positive and normative— was placed 
on the competitive market as the gover- 
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nor of labor market activity. The main- 
stream of the economics profession con- 
tinued for a long time to work from 
models that presumed the older view, and 
in the process foiled to provide an effec- 
tive counter to either the empirical evu 
dence or the theorietical propositions 
that made the new views seem reason- 
able and increasingly coherent. Analysts 
who on other issues were quick to criti- 
cize the prevailing orthodoxy from an in- 
stitutional, historical, or Marxist perspec- 
tive followed the main body of the 
profession in this regard and never devel- 
oped an independent position. As the old 
orthodoxy has collapsed therefore, there 
has been no coherent counterweight to 
the essential complacency of the new po- 
sition. 

These two books, which appear more 
or less coincidentally, constitute the first 
really original effort of scholars working 
from a critical perspective to confront and 
come to terms with the new orthodoxy. 
They start from the presumption that the 
economy must be understood as the 
product of a continuing historical evolu- 
tion and as embedded in social processes. 
In this they stand in contrast to main- 
stream economics, and particularly the 
theoretical ideas out of which the new 
understanding of unemployment is built, 
in the sense that the analytical approach 
of the latter is ahistorical and makes a 
radical separation between the economy 
and society. In addition, both books 
share the preoccupation, prominent to- 
day in anthropology and sociology and 
common to much of contemporary Marx- 
ist thought, with the working out of the 
precise relationship between the realm 
of ideas and the productive structure it- 
self, a relationship that orthodox Marxists 
took for granted and in which mainstream 
economics is basically not interested at 
all. Despite these common intellectual 
roots, however, the two books suggest 
almost diametrically opposite conclusions 


about the meaning of unemployment in 
modem times and the validity of the 
newly dominant interpretations/ 

I. Salais et al., L’invention du chdmage 

Salais and his colleagues are directly 
concerned with the emergence of 
the new high unemployment levels in 
France in the 1970s. They approach this 
problem through a complex and sophisti- 
cated blend of quantitative statistical and 
qualitative historical analysis. 

The statistical analysis focuses on the 
pattern of variation in unemployment 
rates across French departments, basic 
geographic units of the French administra- 
tion roughly comparable to U.S. states. 
They look at this pattern in four separate 
years (1896, 1936, 1970, and 1980) and 
are thus able to see how it has changed 
over time. For each department, they 
collected a large and disparate group of 
variables. These include the demo- 
graphic composition of the population 
and the distribution of the labor force 
between industry and agriculture and by 
urban size and size of establishment. 

A standard approach would be to use 
these data to estimate demand and sup- 
ply curves for labor in each of the peri- 
ods. The variables, however, are highly 
intercorrelated, and it would be difficult 
to identify the two curves. Salais et al. 
take the position that a set of more funda- 
mental forces are operating simulta- 
neously on both sides of the labor market, 
and it is these forces, not supply and de- 
mand, that are of analytical interest. To 
uncover these forces, drey turn to princi- 
pal component analysis. This technique 
constructs out of a series of highly inter- 
correlated variables a new and smaller 
set of measures: the principal compo- 
nents. The principal components are lin- 
ear combinations of the original variables 
and have the property of being those 
combinations that account for most of the 
variation in the original set. The principal 
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components are also orthogonal to (that 
is, uncorrelated with) each other. They 
can thus be interpreted as “purer” vari- 
ables, measures erf the underlying pro- 
cesses at work. The dispersion of the ef- 
fects of these “underlying processes” 
over die original set of variables is inter- 
preted as accounting for the intercorrela- 
tion that principal components analysis 
as a statistical techniques is designed to 
eliminate. 

This approach is widely used in psy- 
chology and sociology but economists are 
uncomfortable with it, especially where 
the original set of variables have direct 
interpretations in terms of conventional 
theory and the principal components do 
not. Salais et al. circumvent this problem 
by building the interpretation of the prin- 
cipal components out of their qualitative 
analysis. Here their evidence is drawn 
from what might be termed case studies 
of the employment relationship and the 
way in which the evaluation of that rela- 
tionship is connected to the changing so- 
cial structures within the enterprise, the 
profession, and the residential commu- 
nity. Interestingly, much of this evidence 
was generated as part of the debate 
among statisticians going back to the 
nineteenth century about the meaning 
of unemployment and how it should be 
measured. 

The story which emerges in this pro- 
cess is that the modem concept of unem- 
ployment derives from one particular 
employment relationship, that of the 
large, permanent manufacturing estab- 
lishment Employment in such institu- 
tions involves a radical separation in time 
and in space from family and leisure time 
activity and was (and is) relatively perma- 
nent. When employment ties of this land 
are severed, there is an empty space in 
the worker’s life which is sharply defined 
and that space is what is meant by unem- 
ployment In early twentieth-century 
France, there were, however, a number 


of other types of work structures in which 
the terms employment and unemploy- 
ment had rather different connotations. 
In agriculture and in a variety of different 
family enterprises in industry and com- 
merce, market and household activities 
were so intermingled that die line be- 
tween them was difficult to draw and ad- 
justments to variations in economic con- 
ditions were made through changes in 
the distribution of time between various 
tasks. These changes were not registered 
by measures of unemployment at all. In 
rural areas and small towns, workers fre- 
quently moved back and forth between 
their own farms and industrial employ- 
ment in small enterprises with an ease 
and frequency that also escaped conven- 
tional measures of unemployment. When 
there was not enough work to keep ev- 
erybody busy, workers were still sup- 
ported by other family members either 
on the form or in the workshop. 

In large urban areas where social ties 
were weak, forms of public assistance 
gradually developed to sustain workers 
from such small enterprises that occa- 
sionally fell through the net of family re- 
lations in which work relationships were 
typically embedded. Such workers were 
then formally classified as unemployed. 
But in this situation, the category unem- 
ployment was ambiguous because such 
workers were not conceptually distinct 
from similar people who, even in urban 
areas, and to a much larger extent in 
small towns and villages, were absorbed 
into the extended family, sharing family 
resources and assuming domestic tasks. 

Still another type of employment typi- 
fied the crafts. Craft workers were at- 
tached to their professions rather than to 
particular employers and often moved 
regularly from one employment estab- 
lishment to another. The level of employ- 
ment within a craft, moreover, often had 
a marked seasonal pattern involving pro- 
longed periods when work was scarce or 
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nonexistent, but workers anticipated 
these off-periods and tended to accom- 
modate them through the social and cul- 
tural institutions associated with craft 
work. Typically, craftsmen were orga- 
nized into associations with mutual insur- 
ance funds to sustain their members dur- 
ing the slack season. Early statisticians 
were confused and divided as to whether 
craftsmen out of work during the slack 
season and drawing upon funds of this 
kind should be counted as unemployed. 

The turning point in the emergence 
of unemployment as we know it today, 
Salais and his colleagues argue, was the 
Great Depression of the 1930s. The mod- 
ern category of unemployment emerged 
out of two distinct effects of the economic 
collapse. First, very large numbers of 
workers were displaced from the large 
industrial establishments in terms of 
which unemployment had its clearest 
meaning. Second, under the pressure of 
the depression, the variety of social net- 
works, mutual insurance funds, and local 
public support systems associated with 
other employment relationships were 
broken, or so strained that the state was 
[breed to intervene. But while the two 
effects were conceptually distinct and 
both proved to be temporary, a single 
permanent institution was created to deal 
with them: a general system of unem- 
ployment insurance. And the model of 
the employment relationship upon which 
that system was built was that of the em- 
ployment relationship in large industrial 
enterprises. In the subsequent period of 
postwar prosperity, workers and employ- 
ers were induced by the existence of this 
system increasingly to structure their 
employment behavior upon the large en- 
terprise model. 

These institutional changes appear 
dearly through the statistical analysis: 
Ihe principal components that reflect the 
employment institutions are important in 
accounting for the interdepartmental var- 


iation in unemployment rates in the pre- 
World War II period, but their impor- 
tance drops substantially in the postwar 
years of 1970 and 1980. 

There is a certain resemblance be- 
tween this story and the argument that 
workers have been induced to behave 
as unemployed by the fact that they 
thereby become eligible for unemploy- 
ment insurance payments. But the argu- 
ment here is more sophisticated and ulti- 
mately very different. First, there is a 
set of institutions in die economy in 
terms of which the initial concept of un- 
employment and the institutional struc- 
tures which derive from that concept are 
defined: Unemployment has a clear and 
unambiguous meaning in terms of these 
institutions. Second, the category or un- 
employment is enlarged, not by inducing 
individuals to alter their behavior, but 
by changing other institutions so that 
they come increasingly to resemble the 
paradigmatic structure in terms of which 
unemployment is defined. 

Finally — and this is perhaps the most 
intriguing part of the Salais et al. argu- 
ment — the process of imposing one insti- 
tutional paradigm upon an initially heter- 
ogeneous structure is not something that 
is confined to, or can be understood in 
terms of, unemployment alone. It ex- 
tends to the whole social and economic 
policy of die state. A good part of the 
book is thus devoted to showing how, 
in the period extending from the Popular 
Front through the Liberation, die 
French came to see die large industrial 
enterprise as the critical economic insti- 
tution of the modern industrial state and 
how the state pushed — not only hi labor 
policies but through financial subsidies, 
the tax system, and indeed through virtu- 
ally every instrument of statecraft — to 
force smaller productive institutions to 
merge in order to create the paradigmatic 
structures of (he modem French econ- 
omy. Indeed, they argue that the spread 
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of Keynesian economics, through which 
unemployment came to be recognized 
and understood as an analytical concept, 
has to be understood as part of the pro- 
cess through which the state imposed the 
structures erf large enterprises upon die 
system as a whole. Here again, it is easy 
to confuse this argument with that of 
American economists who see unemploy- 
ment as “artificial.” For proponents of 
that view, the institutional structure of 
the French economy will be seen as the 
product of artificial state intervention. 
But Salais and his colleagues see state 
action in this respect as the product of 
an intellectual process. And indeed, the 
ideas upon which it was based were ac- 
cepted by politicans and policymakers 
distributed across the political spectrum. 
Their success in pursuing the policy of 
institutional transformation was undoubt- 
edly due to the fact that the ideas were 
ultimately accepted by the custodians of 
the institutions that had to be trans- 
formed. In this sense, state action is an 
expression of underlying social and his- 
torical processes, not something separate 
and exterior to them. State action cannot 
be artificial in this view of the world in 
the sense that it can in orthodox theory 
where the economy on the one hand and 
the society on the other are modeled as 
so separate that entrance of the latter in 
the domain of the former can be termed 
unnatural. 

What conclusions does this argument 
then suggest about contemporary unem- 
ployment? The unemployment of the last 
decade, like that of the Great Depres- 
sion, is the product of the unanticipated 
collapse of a large portion of the older 
institutional structure. The huge layoffs 
in heavy manufacturing industries like 
steel, automobiles, and shipbuilding, 
which were once thought symbolic of the 
modern age, are representative of this 
process. Because the collapse is unantici- 
pated, existing institutions cannot deal 


with the problem. Salais and his col- 
leagues take it for granted that the society 
has an obligation to help those who are 
suffering in the process. The danger is 
that in the attempt to do this, we will 
inadvertently create the structures that 
determine die emergent economic or- 
der. It is the character of that order, and 
not unemployment per se, that is the 
critical issue, and it is toward that which 
the book ultimately directs our atten- 
tion. 

II. Alexander Keyssar, Out of Work 

Alexander Keyssar is also concerned 
with the changing meaning of the term 
unemployment. His focus is on nine- 
teenth-century Massachusetts. In the 
early nineteenth century, unemploy- 
ment as we know it today does not seem 
to have existed as a category, at least in 
the modem sense of the term. The word 
was widely used, but it referred mainly 
to “those who were simply ‘not em- 
ployed,’ who were idle or not working” 
(p. 3). It thus included small children, 
who were never engaged in productive 
labor and grown men who had taken the 
day off to go fishing. By the end of the 
century, however, it had come to be un- 
derstood exclusively in the modem sense 
of “involuntary idleness,” wanting a job 
but being unable to find one. The central 
question of the book is thus: What hap- 
pened in the course of the nineteenth 
century to produce this linguistic trans- 
formation? 

Keyssar is a social historian, not an 
economist, and his answer to the ques- 
tion is based largely upon traditional his- 
torical sources: documentary evidence, 
gathered from the newspapers, govern- 
ment repents, trade union pamphlets, 
civic organizations, and the casework of 
charitable organizations and social work- 
ers supplemented by case studies by 
other historians of particular industries, 
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industrial communities, and businesses, 
which, for Massachusetts, are numerous. 
He presents statistical material when it 
becomes available. For the latter years, 
it is (airly extensive: the federal census 
of 1890, 1900, and 1910; Massachusetts 
census in 1885 and 1895; and a special 
survey of the Massachusetts Bureau of 
Statistics of Labor of unemployment 
among trade unionists, quarterly from 
1908 through 1923. There are serious 
problems of comparability an;ong these 
different surveys. Keyssar is well aware 
of these problems, but he is extremely 
apologetic about burdening die reader 
with discussion of them. They are con- 
fined to footnotes and appendices and 
even there, from an economist’s point 
of view, are teasingly abbreviated. But 
because the statistics are used largely to 
illustrate or amplify the documentary ev- 
idence, the data are adequate to bear the 
weight of the argument they are asked 
to carry. 

The explanation for the emergence of 
unemployment which Keyssar abstracts 
from his material is similar to that of Sa- 
lais and his colleagues, but also different. 
The similarities lie in the social structures 
in which work is embedded and which 
act to cushion the impact of fluctuations 
in economic activity. At the beginning 
of the nineteenth century, industrial 
work in Massachusetts, as in much of 
early twentieth-century France, was 
combined in close geographic and insti- 
tutional proximity to domestic work and 
agriculture. It tended to be done in small 
household-based workshops or put out 
to farmers. Thus, when industrial activity 
was slack, industrial workers simply 
shifted to farm tasks or household main- 
tenance; when demand picked up, they 
shifted back to industrial activity. In the 
course of the century, however, work 
moved off die farms and out of the house- 
hold into factories that were separated 
socially, geographically, and institatiqn- 


ally. When factory work fell off workers 
could not therefore easily shift. They 
were without a job and finding something 
else to do involved a distinct effort, a 
recognizable period of time and social 
space. That space came to be referred 
to as unemployment. Keyssar does not 
make the distinctions between large and 
small enterprises or more or less urban- 
ized environments that loom so large in 
Salais et al., but otherwise die notions 
of social space and its emergence through 
structural change in the two books are 
coincident. Keyssar’ s book is different 
from that of Salais et al. in the sense that 
Keyssar does not really explain why or 
how this structural change occurred. In- 
stead he concentrates on documenting 
the change, the amount of unemploy- 
ment (in the modern sense of the term) 
to which it gave rise, and die impact of 
the unemployment on workers’ lives. As 
a result, he leaves the impression that 
the changes are the natural and inevit- 
able product of industrial, or as Keyssar 
himself would probably term it, capitalist 
development. There is no choice or act 
of will. The result is an extremely effec- 
tive reply to the new economic ortho- 
doxy. Keyssar shows us what the work! 
looks like in which unemployment means 
leisure activity. He documents the disap- 
pearance of that world and makes dear 
that it is not the world we live in today. 
He also shows that contemporary institu- . 
tional structures such as unemployment 
insurance and layoff by seniority, which 
analysts now tend to view as a "cause’* 
of unemployment, actually emerged in 
response to unemployment, and asserts 
that while they may, in fact, have 
changed its distribution, they have done 
litde to alter the level. 1 

The bode also addresses a number of 

1 His quantitative analysis is not iwmqfr achuly 
to sustain this last point, but the much aaorc snphtsti- 
cated statistical work by C hri st ina Boner (NMa, 
1986b, 1966c) in the last year Makes t plaaaUo. 



1840 Journal of Economic literature, Vol. XXV ( December 1987 ) 


issues that have emerged as a by-product 
of the new orthodoxy. For example, 
Keyssar shows that in the nineteenth 
century, before there were any of the 
institutional restraints such as unemploy- 
ment insurance or recall rights which 
modem analysts have argued distort de- 
cisions, workers tried to shift geographi- 
cally in response to variations in the dis- 
tribution of demand, but demand was so 
erratic even across firms in the same in- 
dustry that it was impossible for even 
an extremely mobile labor force to keep 
up with its variations. But the book 
leaves us at a complete loss as to what 
to do about unemployment. Keyssar does 
not seem to believe that we can go back 
to the early nineteenth-century eco- 
nomic structures; indeed, he leaves the 
impression that this would cost us dearly 
in terms of our standard of living. And, 
yet, he seems to see little that we might 
do to reduce unemployment within the 
existing economic structures and he of- 
fers us no vision of an alternative struc- 
ture toward which we might move in the 
future. Somewhat paradoxically, there- 
fore, Keyssar leaves us with a certain nos- 
talgia for the position he seems to have 
destroyed. It, at least, offered the posibil- 
ity of measures we might take to improve 
the world. 

Ill 

How does one explain the difference 
between the perspectives of these two 
books? 

To a great extent, that difference re- 
flects the differences in the intellectual 
traditions out of which they have devel- 
oped. Salais et al. are the product of con- 
temporary French labor economics and 
industrial relations, a tradition of thought 
whose major preoccupation has been the 
attempt to understand the historical evo- 
lution of institutional structures. It has 
been driven by what is, especially for 


France, unusually rich case-study mate- 
rial of actual business practices that schol- 
ars have tried to understand by an eclec- 
tic theoretical approach, borrowing 
freely from Marxist and orthodox eco- 
nomic theories as well as American in- 
dustrial relations, labor market segmen- 
tation, and radical economic theory. 

Three developments growing out of 
this tradition seem particularly important 
for the understanding and interpretation 
of the Salais book. The first is the work 
of Laboratoire d’economie et de sociolo- 
gy du travail (LEST) in Aix-en-Provence 
comparing the organization of industrial 
work in France and Germany (Marc 
Maurice et al. 1982, 1986). The LEST 
studies started with the observation that 
the distribution of wage and salary in- 
come is much wider in France than it is 
in Germany. They tried unsuccessfully 
to explain this difference through succes- 
sively finer disaggregations of the data 
until ultimately in the early 1970s they 
were able to reduce the problem to the 
plant level. They formed 12 pairs of 
plants, each pair composed of a plant in 
France matched on the basis of size, 
product, and production technology with 
another in Germany. At this level, they 
were able to trace the difference in the 
two distributions to a series of lower-level 
managerial employees that were found 
in the French plants but not in the Ger- 
man ones. In order to fit these employees 
into the wage hierarchy, its range was 
widened. The LEST researchers then 
conducted further studies designed to ex- 
plain what these “extra" managerial em- 
ployees did in France and why. The es- 
sential result is that the same work in 
France is organized completely differ- 
ently from that in Germany; To simplify, 
the French make a much more radical 
separation between the tasks of concep- 
tualization and execution than do the 
Germans, and French lower-level mana- 
gerial workers carry a range of design 
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and planning functions that German 
rank-and-file workers perform them- 
selves. This difference is in turn related 
to profound differences in the structure 
of die educational systems (there is more 
formal education in France, more on-the- 
job training in Germany), in industrial 
relations (adversarial in France, coopera- 
tive in Germany), and in the nature of 
day-to-day social interaction in the two 
countries (French social relations are 
structured to avoid personal confronta- 
tion). It is reflected not only in differ- 
ences in the distribution of wage and sal- 
ary income, but also in the nature of 
career paths and in the degree of worker 
autonomy, on the one hand, and respon- 
sibility on the other. Indeed, the differ- 
ences in the two countries extend to so 
many aspects of economic and social or- 
ganization that it is impossible to isolate 
a clear chain of causality. 

The LEST studies leave a lot of loose 
ends, and in themselves have not been 
folly successful in generating a theoreti- 
cal explanation for the structures of the 
two societies. But they have fundamen- 
tally changed the type of theoretical ex- 
planation of economic and social struc- 
tures that is acceptable to French 
scholars. Prior to these studies, most 
French social scientists (and probably 
those in the Anglo-Saxon world as well) 
tended to subscribe to some form of in- 
dustrial or technological convergence. 
They believed that competitive pressures 
would drive all industrial societies sooner 
or later to adopt the one best set of indus- 
trial techniques and that those tech- 
niques would determine the key aspects 
of work organization and related income, 
education, and industrial relations struc- 
tures. Given that France and Germany 
are at more or less equal stages in their 
industrial development, more or less 
equally successful given conventional in- 
dicators of social welfare and economic 
performance — and indeed the pairs of 


enterprises competed directly in the 
Common Market — these hypotheses can 
no longer be sustained. The LEST stud- 
ies thus open a whole new space for spec- 
ulation about the origins and impact of 
the key structures of modern society, and 
it is within that space that Salais and his 
colleagues are working. 

A second range of studies that feeds 
directly into the “invention of unemploy- 
ment” is die on-going research at IN- 
SEE, the French national statistics insti- 
tute, into the history of statistical 
categories. This research was pioneered 
by A. Desrosteres (1977). Among the 
most important contributors are F. Ey- 
mard-Duvemay (1983, 1984), Eymard- 
Duvemay et al. (1983), E ymard- Duver- 
nay and L. Th6venot (1979), Th6venot 
(1984), and Salais himself. All of these 
scholars worked and studied under Ed- 
mond Malinvaud (1974; Carr6 et al. 1972) 
but their work has been heavily influ- 
enced by the French sociologist Pierre 
Bourdieu (1977, 1980). Most of this re- 
search focuses upon statistical categories 
that, individually at least, are much less 
critical to our interpretation of industrial 
society than unemployment, and the 
findings are considerably more modest 
in scope and import than those that Salais 
and his colleagues reach in their book 
on unemployment. But together the 
studies develop the notion that statistical 
categories ranging from those used by 
the census to collect data on professional 
employment to the job evaluation grid 
in which the French collect wage data, 
are a social and political creation; they 
emerge in a definite historical process 
in response to particular political and 
economic pressures and once they 
emerge they affect in important ways die 
structure of the economic system aid its 
subsequent evolution. Statistical catego- 
ries are in other words themselves instru- 
ments and institutions duct are invented 
and then propagated through “invest- 
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menta” in the same way that technologies 
embodied in physical capital are in- 
vented and propagated. We cannot say 
whether we train doctors and nurses sep- 
arately because they are distinct catego- 
ries in our occupational statistics or 
whether doctor and nurse are distinct 
categories because they are educated and 
trained through distinct processes and in- 
stitutions. 

Because statistical categories are im- 
portant, but historically contingent struc- 
tures, these categories and the processes 
through which they are generated could 
explain such critical differences in the na- 
ture and direction of the economic sys- 
tem as those that the LEST studies 
uncovered in France and Germany. 
American business organizations today 
will understand this lesson in terms of 
their attempt to copy what they perceive 
as the more efficient Japanese organiza- 
tional forms: The Japanese eschew a 
whole set of professional categories — 
ranging from secretaries to accountants, 
and industrial engineers — that are criti- 
cal to the way in which Americans do busi- 
ness. But U.S. companies feel unable to 
abandon these categories: Instead they 
have been forced to invent functional 
equivalents to the Japanese organiza- 
tional forms that retain these categories 
even as they have sought to imitate Japa- 
nese practice (William Ouchi 1981). 

The last of the major intellectual cur- 
rents reflected in V invention du chd- 
mage is the “theorie de la regulation" 
(Michel Agiietta 1976; Robert Boyer 
1979, 1986a, 1986b). This theory was de- 
veloped by a group of economists trained 
at INSEE in neoclassical economics but 
with a strong Marxist intellectual back- 
ground. In many ways, it can be under- 
stood as a way of combining a Marxian 
framework with die basic analytical in- 
sights of orthodox economics, although 
the features of the two schools that the 
theory tends to highlight are not those 


generally attributed to either school in 
the United States. 

From orthodox economics, the Regula- 
tion theorists have taken the idea of r 
coherent, self-regulating economic sys- 
tem. From Marxian economics, the, 
have taken the notion that the economy 
is embedded in a series of social and insti- 
tutional structures and that analytical 
models must explicitly recognize these 
structures and the political processes 
through which they are generated and 
sustained. They have also taken from 
Marx the idea of a developmental process 
in which the society passes through a se- 
ries of distinct economic systems tha 
succeed each other in history. But they 
have transposed this notion from the 
metatransition from feudalism through 
capitalism to socialism, upon which classi- 
cal Marxism focuses, to a sequence oi 
systems that are encompassed within 
capitalism itself. One focus of the theory 
is upon the nature of these systems, each 
of which it defines in terms of a set oi 
characteristic institutions that togethe 1 
form a self-equilibrating economic sys- 
tem (in the sense that a competitive neo- 
classical economy is self-equilibrating, al- 
though not necessarily of die neoclassical 
form). These regimes are separated from 
each other by periods of crisis, in whicl 
the system loses its self-equilibrating ca- 
pacity, and in which stability can be re- 
stored only by the generation of a new 
set of social and institutional structures. 
These crisis periods and the social and 
institutional regeneration that occur., 
within them constitute a second focus oi 
the theory. It is in die analysis of these 
crises that social and political, as opposed 
to orthodox economic analysis comes 
into play. Regulation theorists view both 
the Great Depression and the current 
period, beginning in the early seventies, 
as periods of economic crisis. And it is 
in this sense that Salais et al. argue that 
unemployment was created in France as 
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dal construct in the period of the 
s as part of the process which gener- 
the post-World War II regulatory 
one and that that social construct 
„ be altered in the current crisis in 
t for a new regulatory structure to 
“ge. 

syssar is a product of the new labor 
try, which emanated in England 
i the work of Edward P. Thompson 
3) and is represented in the United 
5s by David Brody (1980), David 
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Jructure. They thus reject the tradi- 
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try. The central theme of this re- 
:h is that workers play an important 
active part in developing their own 
ire and that that culture then medi- 
he impact of the system upon their 
’ lives. 

le interest of the new labor historians 
orldng-class culture can be likened 
3 interest of the French labor econo- 
■ in institutions, but the rple that 
listorians ascribe to culture never 
nearly so far. The historians pre- 
s the orthodox Marxist determinism 
ting from the base to the superstruc- 
: working-class culture may mediate 
impact of the economic base upon 
;ers’ lives but the culture cannot 
isform” those lives, nor can it trans- 
; die economic system itself. The 
c of die historians thus tends to pre- 
s an independent historical thrust for 
sconomic system. In this respect, it 
ldamentally at odds with the findings 


of the LEST studies, the INSEE studies 
of the history of statistical categories, and 
the theory of regulation, all of which ren- 
der problematic the very base that the 
labor historians assume. 

But it is probably a mistake to try to 
understand the difference between these 
two books and their interpretations of un- 
employment within die terms of Marx- 
ist scholarship alone. In many ways, die 
differences transcend Marxism and dis- 
tinguish continental and Anglo-Saxon 
thought in all domains of social science. 
Keyssar, despite his Marxian orientation, 
writes from a Lockean tradition in 
which there is a natural world, separate 
from human beings and independent of 
their actions. One can thus distinguish, 
at least conceptually, between "true” 
ideas which are associated with that 
world and “other” ideas which are the 
product of human efforts to alter that ex- 
ternal reality. His argument is distin- 
guished substantively by the fact that he 
works from a Marxist model of capitalist 
reality in which “unemployment” is a real 
category. But it is structurally not so dif- 
ferent from the Chicago notion of a “natu- 
ral” rate of unemployment, something 
which, as the term implies, is beyond 
the reach of human action. In the conti- 
nental tradition of social thought, this no- 
tion of an external reality is problematic. 

Hie distinguishing cast of recent An- 
glo-Saxon thought in this regard is illus- 
trated by the evolving debate about the 
relative stability of die U.S. economy in 
the post-World War II period. The old 
orthodoxy in which the postwar view of 
unemployment was embedded held that 
the institutional reforms of the depres- 
sion and the emergence of Key nesi a n 
based demand management after the war 
had significantly reduced instability. In 
the new orthodoxy, these claims are 
highly suspect. They are none th eless dif- 
ficult to evaluate because most postwar 
statistical series are not coeapsrable to 
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their prewar counterparts. In particular, 
postwar series are based upon much 
more comprehensive surveys. This 
shot lid reduce random variance, or noise, 
and that alone could make for the greater 
stability we observe. 

A new page in this debate has been 
opened recently by Romer (1986a, 
1986b, 1986c). Her work is based on the 
insight that although it is not possible 
to go back in history and collect prewar 
statistics to conform to postwar stan- 
dards, it is possible to edit postwar data 
so that they are essentially comparable 
to those of the earlier period. The results 
of this exercise tend to confirm that a 
good deal of the observed stability in the 
postwar period is spurious. These results 
have been interpreted as supporting the 
view that the fundamental economic pro- 
cesses were unaffected by the postwar 
reforms, and thus have greatly intensi- 
fied the debate about Keynesian counter- 
cyclical policy. The renewed debate, 
however, has focused almost entirely 
upon the accuracy of Romer’s corrections 
of the postwar series (Stanley Lebergott 
1966; David Weir 1986). But these series 
were introduced to support the more ac- 
tive policies that Keynesian economists 
sought to pursue and are really part of 
the same package of institutional reforms 
as the policies themselves. Romer’s work 
raises therefore, not only a statistical 
question but also a profound theoretical 
question as well: How is it possible to 
change so fundamentally the institutions 
that serve as the eyes and ears through 
which we experience economic activity 
without significantly changing die way in 
which we behave? Or, to put the matter 
differently, why are our data-gathering 
institutions so much more malleable than 
those that produce and distribute goods 
and services? Indeed, is it really plausi- 
ble that we could have succeeded so eas- 
ily in changing the one after the end of 
the war and yet fail, despite much more 


determined efforts, in changing other in- 
stitutional structures in the same period? 
These are the questions the French 
scholars would naturally ask. 

IV 

The difference between the Keyssar 
and Salais interpretations of unemploy- 
ment can probably not, however, be un- 
derstood exclusively in terms of the intel- 
lectual traditions in which they are 
working. To some extent, they are exam- 
ining two different realities. For one 
thing, die book focus upon different sec- 
tors of the economy in different historical 
periods. The Keyssar study is of the ad- 
vanced industrial sector of a much larger 
national economy in a relatively early pe- 
riod of industrial history. Salais and his 
colleagues examine the whole of an econ- 
omy whose industrial spurt occurred 
much later, at a very different moment 
in the evolution of the world economic 
system. To evaluate these influences, 
given the material provided by these two 
books, almost requires the reader to take 
a position on the arguments outlined in 
the previous section. 

The orthodox Marxist position is that 
the inevitable thrust of industrial devel- 
opment is toward productive units which 
are increasingly large, employing pro- 
gressively less skilled labor in more and 
more narrowly defined jobs, performed 
in factories whose physical and social ex- 
istence is increasingly remote from other 
aspects of social life. Under this supposi- 
tion, the large productive enterprises 
and urban conglomerates that Salais and 
company found to be associated with un- 
employment are the avant garde of indus- 
trial development in twentieth-century 
France. And Massachusetts, as the most 
industrialized sector of one of the pioneer 
industrial economies, is likely to have de- 
veloped these characteristics in the 
course of the nineteenth century, as 
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Keyssar’s study shows. Indeed, in this 
view, French postwar policy, in imposing 
this model on the national economy, was 
simply serving as the vehicle for the ex- 
pression of the forces of capitalist eco- 
nomic development. This conception of 
the nature of industrial development was 
very widely shared in postwar France — 
across the political spectrum — and was 
one of the major factors in state policy. 

On the other hand, when these studies 
are read against the background of con- 
temporary institutional research on un- 
employment, one arrives at a somewhat 
different position about the two studies. 
The LEST study of France and Germany 
suggests that perhaps France and the 
United States were developingfondamen- 
tally different employment systems that 
were basically independent of their tech- 
nological development. The plausibility 
of this hypothesis is strengthened by the 
concern in the last several years with la- 
bor market flexibility in die U.S. and 
Western Europe. The research that has 
responded to that concern suggests that 
the American employment system is dis- 
tinguished not only from the French sys- 
tem but also from that of most other in- 
dustrial economies by the degree to 
which employers are free to lay off and 
discharge workers in response to vari- 
ations in economic conditions (Piore 
1986b). 

One would be unlikely to arrive .at this 
conclusion from these two books alone, 
but if one comes to them with such an 
idea about the difference between Amer- 
ican and European institutions already 
well formulated, the books begin to sug- 
gest how that difference emerged. And 
one sees it in both the large enterprises 
to which Salais et al. link modern notions 
of unemployment, and in the smaller 
ones, to which they see modem unem- 
ployment as initially foreign. 

The picture that emerges from the 
comparison of the history of unemploy- 


ment in France and the U.S. is thus dif- 
ferent from the one that Salais et al. ab- 
stract from French history taken in isola- 
tion. Even the large enterprises in 
France, it becomes apparent, operated 
on a familial model: They tried to repro- 
duce a social structure within the enter- 
prise that was analogous to tint of the 
household, the workshop, or the form. 
That structure involved an obligation of 
permanent, continuing employment. It 
has been only when companies are un- 
able to fulfill these obligations, as was 
the case in the Great Depression of the 
1930s, that open unemployment ap- 
peared. In other periods France, even 
in areas dominated by huge companies, 
has had virtually no open unemployment 
at all. 

Keyssar identifies a similar develop- 
ment in early nineteenth-century Massa- 
chusetts. The most prominent example 
is well known: the recruitment of young 
women for textile employment into facto- 
ries that combined industrial work with 
educational and cultural activities in a 
college campus-like environment. These 
efforts were abandoned, however, in the 
course of the nineteenth century for a 
much more casual employment commit- 
ment. Moreover, that move toward a ca- 
sual employment relationship does not 
appear to have been peculiar to relatively 
large enterprises. It seems to pervade 
the whole of the Massachusetts labor 
market. Perhaps most striking is the fact 
that the kinds of mutual aid societies 
among craftsmen that Keyssar describes 
in Massachusetts were much too weak 
to provoke the debate so salient among 
French statisticians about whether or not 
out-of-work craftsmen should be classi- 
fied as unemployed. The critical factor 
in this development of a casual labor mar- 
ket in the story which Keyssar tells was 
large-scale foreign immigration. The sug- 
gestion that immigration is the critical 
factor in the development of the peculiar 
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casualness of the U.S. employment rela- 
tionship fits well with the fact that in the 
1920s, after free foreign immigration was 
curtailed, America’s industrial employers 
began to introduce more permanent em- 
ployment commitments comparable to 
those in Europe and Japan. But for the 
depression of the 1930s, which inter- 
rupted these experiments in a brutal and 
definitive way, they might have evolved 
into a very different institutional struc- 
ture. 

V 

What do these books ultimately sug- 
gest for an understanding of unemploy- 
ment? Either book alone, and certainly 
the two taken together, should be 
enough to forestall the emergence of a 
consensus among economists about the 
interpretation of unemployment. Keys- 
sar’s argument, however, is essentially a 
reassertion of the standard view domi- 
nant in the 1950s and 1960s: Unemploy- 
ment is real — it is a serious disruption 
in workers’ lives. It is not the result of 
productive job search or relocation: The 
location of jobs in nineteenth-century 
Massachusetts shifts too rapidly for work- 
ers to find them. But while workers can- 
not move fast enough to keep up with 
the pace of job change, they seem to 
move too fast to serve as an effective in- 
ventory of labor for jobs that have tempo- 
rarily disappeared. There is in Keyssar, 
moreover, a strong suggestion — although 
the evidence is incomplete — that the 
world has changed little in these respects 
since the beginning of the twentieth cen- 
tury. This suggestion feeds the growing 
scepticism about the effectiveness of 
Keynesian demand management. With- 
out demand management, or the pros- 
pect of a Marxian revolution, the differ- 
ences between older views about unem- 
ployment and newer ones lose much of 
their force. Keyssar 's analysis suggests a 


good deal of moral indignation, which the 
position originating in Chicago lacks, but 
it implies a similar resignation. 

Salais and his colleagues suggest a fun- 
damental revision of the traditional inter- 
pretation of unemployment, one that rec- 
ognizes and validates many of the insights 
of recent scholarship, but that leads to 
very different conclusions. The French 
argument rejects the premise of main- 
stream economics, that economic behav- 
ior can be usefully modeled by abstract- 
ing from the social context in which it 
occurs. Instead, the argument implies 
that human beings always attempt to em- 
bed their activities in stable social struc- 
tures. Governmental activities and insti- 
tutions must be understood as part of 
those structures (jus* as. incidentally, 
must statistical concepts and measures). 
When government institutions exist, the 
relevent social structures will be built 
around them; when they are not present, 
alternate structures will be created in 
their place. It is inconceivable, in this 
view, that such structures will fell to re- 
spond to such a fundamental aspect of 
the human environment as the discontin- 
uity in economic activity or the instability 
of work, which is reflected in our mea- 
sures of unemployment. 

All of this makes it very doubtful that, 
under normal circumstances, unemploy- 
ment is the catastrophic event that Keys- 
sar pictures it to be. When interruptions 
in work activity are a frequent occur- 
rence, some ldnd of social structures 
must be developed to handle it. When 
that unemployment exhibits a fairly regu- 
lar seasonal and/or cyclical pattern, those 
structures must anticipate these patterns 
and predicate responses upon their exis- 
tence. This suggests a distinction be- 
tween normal periods, when the unem- 
ployment experienced is anticipated and 
the social structures that respond to it 
are stable, and abnormal periods (or, to 
use die language of die French thiorie 



1847 


Piore: Historical Perspectives and Unemployment 


de la regulation, “crises”), when the na- 
ture and extent of unemployment are un- 
anticipated and the social structures with 
which people have traditionally accom- 
modated that unemployment break 
down. 

In this perspective, the depression of 
the 1930s was a critical moment, at least 
in the U.S. and in France. But it had 
two separate and distinct effects. First, 
it was a crisis in the above sense of the 
term. The existing social structures were 
unable to accommodate the unemploy- 
ment of the depression and the govern- 
ment intervened to supplement them. 
This first effect was probably an inevit- 
able part of the depression experience. 
But the second effect was not inevitable. 
The government might have created only 
temporary structures designed to handle 
the crisis but destined to disappear with 
the economic recovery. Some, like the 
Works Progress Administration in the 
U.S., were eliminated. But many of the 
new institutions either became perma- 
nent or were replaced by permanent in- 
stitutions of similar design. As a stable 
social structure was regenerated in the 
postwar period, it presumed those new 
types of governmental institutions and 
was built around them. 

This undoubtedly changed the statisti- 
cal manifestations of unemployment and 
the response of the workforce to it. But 
the nature of this effect is not obvious. 
For example, government unemploy- 
ment insurance might prolong the job 
search and inhibit labor mobility. But if 
it substitutes for more local systems of 
support such as the family or craft mutual 
aid societies, it could just as well increase 
labor mobility. The unemployed could 
well have been relieved by the new sys- 
tem from pressure to stay dose to family 
support networks, reject job offers that 
undermine the family’s social status, or 
remain in the craft from which they draw 
their aid. Thus, to know what the impact 


of the unemployment insurance systems 
has been, one would have to examine 
in detail the nature of the social system 
which it replaced. And to evaluate pro- 
posed reforms, now, one would have to 
antitipate the social support networks 
that will arise in their absence. 

The most important point suggested 
by the Salais argument, however, is that 
whatever the relevance of the arguments 
about unemployment as an artifact, drey 
seem almost completely confined to peri- 
ods of “normal" unemployment, not peri- 
ods of “crisis.” And the current period 
appears most appropriately characterized 
as one of “crisis. ” It is a crisis in the sense 
that the extent and magnitude of the un- 
employment we are experiencing was not 
anticipated either by the labor market 
participants or by government policy- 
makers. 

In the United States and Western Eu- 
rope it is clearly straining systems of so- 
cial support, both public and private, 
forcing them toward bankruptcy. This ef- 
fect is less apparent now than in the 
1930s because few of the unemployed 
have actually been denied some form of 
social assistance. But unemployment in- 
surance systems in both countries would 
not have been able to provide this assis- 
tance had they not been supplied with 
general revenue. In France, employers 
who never laid off were forced to do so. 
In the U.S., too, employers have laid 
off managerial workers who had been 
previously thought to have permanent 
jobs, and even for blue-collar jobs never 
considered permanent die magnitude of 
the layoffs has required the ad hoc rene- 
gotiation of collective agreements, in 
some cases more than once. The issue 
today is, as it was in the 1930ts: What 
kind of new social systems will we create 
to replace the structures that are falling 
apart? 

Here a final insight of die French re- 
search becomes important: The social 
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structures that mediate the impact of eco- 
nomic flux and uncertainty upon our 
live*— end hence determine whether or 
not these manifest themselves as unem- 
ployment — are not freestanding. They 
are part of much broader constellations 
of practices, institutions, and relation- 
ships. They cannot be understood inde- 
pendently of managerial philosophy and 
technique, the way in which economic 
and family relationships are intertwined 
(or separated), the size and structure of 
enterprises and the relationship between 
them, and — following the logic of the 
LEST comparison of France and Ger- 
many — the educational system, indus- 
trial relations, and the structure and 
organization of productive forces them- 
selves. Because these things are bound 
up together, unemployment cannot be 
meaningfully evaluated in isolation. Both 
scholarship and policy must focus instead 
on these much broader constellations, on 
the nature of their internal coherence, 
on their origin, and on the way in which 
they evolve — or can be made to evolve — 
in time. 

This way of looking at the world, and 
the research agenda that it implies, is 
not quite as distant from that of main- 
stream economics as it sounds. One 
branch of contemporary theory is in- 
creasingly focused upon the phenome- 
non of long-term contracts that govern 
economic relationships over a range of 
contingent events. One could think of such 
long-term contracts as institutions, and 
one could understand a “regulatory re- 
gime” as an interdependent constellation 
of such contracts — interdependent in the 
sense that die validity of the distribution 
of contingencies assumed by any one 
such contract depends on the actions 
mandated by other contracts in the same 
constellation. A crisis of a regulatory sys- 
tem defined in this way can then be 
thought of as occasioned by the feet that 
the parties come to doubt the validity 


of the distribution of contingencies that 
the institutions presume. The resolution 
of such a crisis would be seen as a process 
in which die contracting parties come to 
believe in an alternative distribution and 
build new contractual relationships on 
that basis. 

To the extent that the current crisis 
revolves around unemployment it can be 
given quite precise meaning in these 
terms. The institutions sustaining the un- 
employed, in both the United States and 
Western Europe, have been designed to 
be self-supporting insurance systems. 
Their financial structures thus explicidy 
embody a set of assumptions about the 
distributions of unemployment levels 
over time. Hie fact that these systems 
are threatened with bankruptcy means 
that the actual levels of unemployment 
lie outside the assumed distribution. This 
feet is in turn attributable to the failure 
of assumptions upon which the structure 
of employing institutions are built, as- 
sumptions about the distribution of the 
levels of product demand upon which the 
practices of individual enterprises in em- 
ployment and lay-off are predicated. 

Phrased in this way, a theory of long- 
term contracts would be precisely the 
theory of regulation that Salais and his 
colleagues are attempting to develop. 
But it is here in feet that the real differ- 
ence between mainstream economics 
and the approaches of the theory of regu- 
lation emerges most clearly. Mainstream 
theory has been attempting to under- 
stand the nature of long-term contracts 
and the process through which they are 
generated by focusing on two classes of 
problems: one in which the underlying 
distribution of contingent events is 
known and the other in which stable be- 
lief structures about the nature of that 
distribution can be generated by the in- 
teraction of the contracting parties (Rob- 
ert Anderson 1985). 

There are inherent difficulties with this 
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approach. These indude the feet that log- 
ically no series of events will necessarily 
lead one to abandon a given set of beliefs 
about the distribution of events like the 
level of unemployment: The occurrence 
of any particular level of unemployment 
could simply be attributed to an ex- 
tremely unlucky roll of die dice. Even 
a very long string of high levels might 
be interpreted as an exceptional run of 
bad luck, a range of experience so un- 
likely to recur that one would not want 
to design an institutional structure to ac- 
commodate it. This was more or less the 
rationale for financing the expenses of un- 
employment throughout the seventies 
through “loans” to the unemployment in- 
surance system from general government 
revenue without a basic revision in the 
tax and benefit structures. When one is 
led by events to abandon the old beliefs 
about the underlying distribution a fur- 
ther problem emerges. Given the num- 
ber of interrelated contracts and hence 
the number of different belief systems 
at stake in a modem economy, it seems 
very unlikely that a stable set will ever 
be generated by discrete interactions of 
the kind on which mainstream theory is 
focusing. If this is so, then belief systems 
must be imposed in some other way. The 
other way might be through some kind 
of social contract, through a political com- 
promise engineered by a coherent ruling 
class, or a sociocultural process through 
which some limited set of institutional 
structures is given salience. 

It is a concern with these alternatives 
that distinguishes the research agenda of 
the French school and of those of us in 
the Anglo-Saxon world who share, in one 
way or another, its perspective. Under- 
stood in this way, die relevant literature 
is not necessarily that on unemployment 
per se; it is the literature that tries to 
understand the broader institutional 
structures of which unemployment is a 
by-product. In the U.S., work along 


these lines includes the studies of Harry 
Katz (1985) and Tom Kochan et al. (1966) 
in industrial relations, Paul Ostennan’s 
work on employment and training sys- 
tems (forthcoming), Mel Horwitch’s work 
on what he calls “post-modern manage- 
ment” (forthcoming), Ouchi’s study of 
the ways in which American manage- 
ment has sought to adapt Japanese busi- 
ness practice (1981), and Piore and 
Charles Sahel's book about the evolution 
from mass production toward flexible 
specialization (1984). The popular press, 
and indeed much of the community of 
academic economists (Norton 1966), has 
assimilated this work to the debate about 
industrial policy. But in fact it should re- 
ally be understood as cousin to die 
French school. The basic research strat- 
egy is the “levered” case study. Its es- 
sence is to use the variation in institu- 
tional arrangements across industries, 
countries, and historical periods to en- 
large the repertoire of arrangements that 
we know to be possible; to use die con- 
trast between those possibilities and the 
arrangements that are actually realized 
in a given industry at a particular time 
and place to suggest the operative con- 
straints; and finally to seek to envisage 
ways of circumventing those constraints 
by combining the arrangements drawn 
from the enlarged repertoire in novel 
ways. Uinvention du chdmage provides 
us with a model of how to approach one 
particular policy problem in this way. 
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010 General Economics 
the laureates: Seven Nobel economists. 
:ed by Willjam Breit and Roger W. 
wcer. Cambridge: MIT Press, 1986. Pp. 
.35. $13.95. ISBN 0-262-02255-9. 

JEL 87-0004 

n’t take their word for itl!” The advice 
imon in economic discourse: we eco no- 
lo not trust the explanations agents give 
ir actions. We try to relegate the subjec- 
4or to objective functions and rely on 
velation of feelings in choices that can 
served. Thus we repress the personal in 
icourse. 

effective repression notwithstanding we 
' indulge in speculation about personal 
!S when it comes to the behavior of col- 
s. We like to know what goes on in their 
ivhich particulars account for their ideas, 
ley got to be good (or bad). That is why 
m volume with lectures of seven Nobel 
winners about themselves will be in de- 

iam Breit organized the lecture series 
ovided the material. He invited, in order 
earance, Arthur Lewis, Lawrence Klein, 
th Arrow, Paul Samuelson, Milton Fried- 
ieorge Stigler, and James Tobin .to pre- 
"personal memoir under the general ru- 
‘My Evolution as an Economist’." 
jtkm with an American university at the 
' the award and the principle of variety 
lined their selection. (In 1983, the year 
ecture series, there were eleven econo- 
vho met the first criterion.) 

; larger purpose was,” Breit and Spencer 
■ in their introduction, “to provide im- 
t source material for a theory of scientific 
sry.” The Nobel laureates themselves, 
or, are unsure whether they have much 
xibute to that purpose. Samuelson hints 


at the messiness of the process of disc o very: 
too many ideas crowd his rese ar ch diary with 
too many cross-references to allow the construc- 
tion of a causal story. Stigler champions the 
view that “a knowledge of the life of a scholar 
is more often a source of misunderstanding than 
of enlightenment about his work.” He does not 
attach much value to the role of the environ- 
ment in the genesis of economic ideas. Arrow 
downplays his biographical statements because 
he does not believe that personality matters 
much in science. Contrasted with these explicit 
disclaimers, Klein's is implicit as he keeps per- 
sonal detail to a bare minimum. (The computer 
plays a critical role in his story.) 

Admittedly, they all tell us about people who 
influenced them, reconstruct the progression 
of their ideas, and remind us of 'the intriguing 
phenomenon of simultaneous discoveries (see 
especially Arrow’s lecture). But to get insight 
into the process of discovery we want to go 
beyond the brief autobiographical statements, 
and grill them or, if we would like theoretical 
insight, ask Herbert Simon who is not only a 
Nobel prize winner himself but has also dedi- 
cated his latest intellectual efforts to this very 
subject. 

Nevertheless, these lectures tell us a lot of 
other things. They tell us tidbits about the lives 
of the authors, maybe not enough to justify the 
title of the book but sufficient to satisfy our 
need for personal details. Important informa- 
tion is also in the ways of story telling. One of 
the authors told the editors: “I do not know 
that I could keep it between the Scylla of false 
modesty and the Charybdis of boastfulness 
. . ." Le style est Thomme; the remark betrays 
Samuelson who in his lecture portrays himself 
as the virtuoso who achieves highest honors 
with minimal pain and maximal pleasure baf- 
fling anyone who ventures to watch. Such words 
do not come from Tobin who mediates ta his 


story between assertiveness and modesty 
Klein who n arra t e s his in a matter of feet ms 
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ner — but not without making sure that credit 
comes where credit is due. Remarkable is Lewis 
account He makes us first of all realize that 
being black in the world of economists does 
make a difference. And then he tells a story 
in which fortune has the better part with him 
as die unwilling participant who nevertheless 
repeatedly generates controversy with his 
ideas. Such a story, which is almost an apology 
for his being where he is, forms a stark contrast 
with die one by Friedman or by Samuetson. 
Friedman also gives credit to chance in his story 
but claims his stage without self-consciousness 
and reservation; the latter sees himself so much 
die orchestrator of his own story that he chooses 
to tell it in the third person. 

Yet even if one is not interested in the self- 
images that these Nobel Prize winners portray, 
one may find much of interest in the image 
that they collectively paint of their time and 
generation. We recognize a generation who 
started careers in economics with great enthusi- 
asm. All these economists, now in their late 
sixties and seventies, were excited about the 
possibilities of mathematics and statistics in eco- 
nomics while admiring people such as Hotell- 
ing, Wald and Von Neumann. Keynes provided 
them with substance for argument, but the 
mathematicians gave them their self-image as 
scientists. We realize also through their stories 
that economics was getting made in the USA. 
England plays only a minor role; the central 
locations are places such as Harvard, Chicago 
and Columbia. 

Accordingly, slim as this book may be, it is 
rich in content. It is recommended to anyone 
who is interested in knowing how we got where 
we are now. 

Arjo K lamer 

University of Iowa 

Human desire and economic satisfaction: Es- 
says on the frontiers of economics, by Tibor 
Scitovsky. New York: New York University 
Press, 1986. Pp. xii, 209. $45.00. ISBN 0- 
8147-7862-3. JEL 87-0349 

“Nothing is ever so simple,” says Tibor Sci- 
tovsky at the end of one of the 14 essays in 
this charming book, “that a single explanation 
will adequa t ely explain it.” That he views the 
world as complex is evident from his approach 
here to the age-old question of why some peo- 


ple are happier than others. The explanation 
in standard neoclassical economics fails, he re- 
minds us, to illuminate why self-ratings of hap- 
piness tend to be unresponsive to economic 
growth. His own thesis goes a long way toward 
illuminating this particular finding. But true to 
his dictum, he refrains from claiming that the 
issue can now be laid to rest. 

Scitovsky accepts the neoclassical assumption 
that the individual endeavors to maximize util- 
ity. He is understandably disturbed, however, 
by the lack of attention within neoclassical eco- 
nomics to the sources of utility. To determine 
how well a person is using the opportunities 
he is presented, we must identify his needs, 
suggests Scitovsky, and then determine how 
he resolves the conflicts these inevitably gener- 
ate. Neoclassical economics has shied away 
from this task, and so, it has disqualified itself 
from a policy role on diverse matters central 
to the human experience. 

In Scitovsky ’s own framework, there are two 
sources of utility: comfort and stimulus. The 
former depends on the level of output, the latter 
on changes in its level and characteristics. The 
introduction of a new appliance generates last- 
ing comfort. It also generates some excitement, 
which soon wears off, though, leaving a void 
to be filled by a new stimulus. In general, this 
could take the form of a challenge to one’s sldll, 
strength, or intellectual ability, or else a threat 
to one’s life, health, economic welfare, status, 
or self-respect. A claim that runs through all 
the essays is that modem progress has blocked 
some of the main avenues of excitement: much 
work has become routinized, and both physical 
dangers and economic insecurity have dimin- 
ished. These developments, Scitovsky ob- 
serves, have induced people to look for excite- 
ment elsewhere: dangerous sports, games of 
chance, exotic travel, do-it-yourself tasks, polit- 
ical agitation, and various forms of crime. 

But, he further observes, these activities 
have not quenched people's desire for excite- 
ment, for the demands of work leave little time 
for their pursuit. Herein lies his explanation 
for the finding that people's self-ratings of hap- 
piness have been stable in the fine of the un- 
precedented economic growth of recent de- 
cades: in the process of increasing people’s 
comfort, this growth has left them with an ex- 
citement deficit. This explanation does not con- 
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flict with the evidence that at any time and in 
any society high-income individuals tend to 
have higher self-ratings than low-income indi- 
viduals. High-income groups contain a greater- 
than-average proportion of people whose jobs 
are relatively stimulating or whose incomes 
have recently risen. 

What could be done to close the excitement 
deficit that progress has borne? Scitovsky puts 
emphasis on teaching people how to generate 
more excitement from the leisure time at their 
disposal — on developing, that is, their con- 
sumption skills. Ibis could be done by reorient- 
ing school curricula toward the humanities and 
by subsidizing programs for the young. Such 
measures, predicts Scitovsky, would lead to a 
foil in crime: people who, because their con- 
sumption skills are underdeveloped, now seek 
excitement from violence would turn to paint- 
ing, literature, and theater. 

This is a bold argument that touches on issues 
of fundamental importance. Coming from an 
eminent economist with an impressive knowl- 
edge of psychology, it deserves to be taken seri- 
ously. It does, I hasten to add, have a glaring 
limitation, which is that it devotes little atten- 
tion to the social determinants of personal ex- 
citement. The stimulation a person derives 
from a play comes partly from his subsequent 
critical and recreational talks about it with oth- 
ers. So the fewer of his acquaintances see the 
play, the less opportunity there is for stimula- 
tion. The task of providing people with enough 
excitement is thus a social coordination prob- 
lem. If lots of people attend plays, then the 
individual who attends will find the experience 
sufficiently stimulating to justify his time and 
expense. But if few people attend, he will find 
the stimulation insufficient, and in accordance 
with Sdtovsky’s theory, he will seek stimulation 
elsewhere. 

Given that the latter condition characterizes 
modem society in general and American society 
in particular, what can be done to establish a 
superior coordination equilibrium? Scitovsky 
does not address this question directly. But 
from several of his essays it is apparent that 
his solution would involve the abandonment 
of permissive child raising. Parents and teach- 
ers, he asserts, currently give their children 
and students for too much freedom in choosing 
courses and in allocating time after school. But 


children are incapable of making wise choices 
in these areas, because they know little about 
their future needs. Left to their own devices, 
they naturally favor the momentary thrill of 
video game to the painstaking process of learn- 
ing to play the piano. It is essential to children’s 
future happiness, Scitovsky believes, for par- 
ents and teachers to reclaim the authority that 
they have surrendered. 

There is nothing novel about this prescrip- 
tion. Scores of social commentators have ad- 
vanced it forcefully, including the historian 
Christopher Lasch and the psychologist Chris- 
topher Badcock. What is remarkable about this 
version is that it has been developed by a re- 
spected economist in choice-theoretic terms. 
Textbook economics teaches us that less choice 
cannot lead to more happiness. Scitovsky has 
added one more chink to the armor of this prin- 
ciple, already dented by developments in the 
fields of public choice, games, and institu- 
tions. 

Other issues that receive attention in the 
book include the measurement of inequality, 
the benefits of monopoly and monopsony, and 
the dynamics of capitalism. On 'the last issue, 
he argues that capitalism is becoming increas- 
ingly calcified, as bureaucratization, expansion 
of government, and growth in the size of firms 
reduce the responsiveness of buyers and sellers 
to market signals. Characteristically, he refrains 
from predicting the demise of capitalism, pin- 
ning his hopes on the emergence of a new idea 
that will pave the way for the recovery of lost 
flexibilities. 

Neither individually nor collectively do the 
essays present a fully developed argument- 
Scores of theoretical claims foil out of thin air, 
and only some of the empirical assertions are 
backed up by systematic evidence. The book 
is ruminative, discursive, and in many respect s , 
merely suggestive. 

This is no complaint, for Scitovsky s aim in 
these essays is simply to introduce various con- 
cepts and models and to enco u rage empiricists 
and theorists to carry them off in new direc- 
tions. I think that many economists mid other 
social scientists will find the book both enjoy- 
able mid pro fit ab le to read. It is loaded with 
interesting ideas, and it sheds light on some 
puzzling pheno m ena. In addition, it is written 
in an easy and unintimidatiag manner, with 
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no attempt to complicate intuitively simple 
propositions through cumbersome notation or 
terminology. 

Timur Kuran 

University of Southern California 

MO Genual Economic Theory 

Benefit, cost, and beyond; The political econ- 
omy of benefit-cost analysis. By James T. 
Campen. Cambridge, MA: Harper and Row, 
Ballinger, 1966. Pp xii, 240. $29.95. ISBN 
0-68730-106-1. JEL 87-0018 

The book is an attempt by a radical political 
economist to argue drat benefit-cost analysis 
(BCA) is a conscious exercise to strengthen mo- 
nopoly capitalism. However, previous to assert- 
ing this he rejects the view that BCA is biased 
toward either a liberal or conservative perspec- 
tive. Reading the book I was saddened to see 
how ideology could totally dominate over feet. 
It gave me an uncomfortable feeling that, possi- 
bly, bourgeois economists, who rely too heavily 
on theory without feet to support their policy 
prescriptions, may be faulted as well. 

The book has four parts: 1) an introductory 
description of benefit-cost analysis, 2) a weigh- 
ing of arguments that BCA is either liberal or 
conservative, 3) a major section that argues that 
BCA’s development “was promoted and shaped 
by capitalist efforts in pursuit of their class inter- 
ests in accumulation and reproduction” (p. 184), 
and 4) a short final section that presents the 
author’s vision of a socialist world and of how 
BCA can be part of the transition to socialism. 

The author’s description of BCA is adequate 
enough to characterize its general nature, but 
not sufficient to instruct one in how to do a 
study. In Part II he presents a liberal indict- 
ment, a defense, and then a summing up. The 
author summarizes die criticisms of BCA, 
which are all familiar, although he claims that 
he does not know of any place where they have 
all been brought together. The bottom line of 
Us evaluation is that BCA should have the sup- 
port o£ liberals since its thrust is to “curtail 
weak claims rather than weak clients” (p. 95). 
This section concludes with familiar caveats 
such as, Do not rely on BCA when the problem 
is too Intractable for our known measurement 
techniques and, be alert to politically distorted 
applications. One can argue with some specific 


points in the analysis, but on the whole it is 
reasonably done. It is the last half of the book 
that reaches for originality, deals with the radi- 
cal criticism of BCA and, here, almost every 
page gives rise to wonderment. 

The author’s “radical" thesis is that: 

Under the guise of promoting the public interest, 
individuals and institutions representing the 
most class-conscious elements erf the capitalist 
class played a dominant role in shaping and im- 
plementing BCA during the period between 
World War II and 1970. (p. 122) 

Therefore BCA will contribute to choices that 
serve the general class interest of the capitalists. 
His proof is dependent upon such strained argu- 
ments as the Unking of the Reform movement 
at the turn erf the century with BCA. First he 
cites radical historians to prove that the Reform 
movement was to serve the interests of capital- 
ists and was profoundly antidemocratic since 
it made extensive reliance on “experts.’’ Then 
he links the reformist Institute of Government 
Research headed by Robert Brookings to the 
Brookings Institution’s publication of Robert 
Dorfman's Measuring Benefits of Government 
Investments (Washington, DC: Brookings Insti- 
tution, 1965). This historical continuity is but- 
tressed with a charge that BCA is an instrument 
by which the expert seeks to bypass the inputs 
of the "people.” 

He completely misunderstands the spirit and 
intent of the founders and later implementers. 
He charges that BCA by use of experts frus- 
trates democratic checks. However, the objec- 
tive of benefit-cost analysts has been to con- 
strain the “expert bureaucrats.” The bureaucrat 
technicians are the group that had already frus- 
trated the “democratic” order. Rand’s interest 
in BCA was not to perpetuate capitalist institu- 
tions but to establish civilian, and thereby polit- 
ical, control over the military bureaucracy. Ex- 
perts who had confused their professional 
criteria and bureaucratic payoffs with the na- 
tional interests were the target of BCA. Fur- 
thermore, the technical argument of BCA is 
more meaningful to the “people” than the more 
abstruse bureaucratic reports presented by sol- 
diers, doctors, engineers, psychologists, and 
similar professionals. 

The author insists that benefit-cost analysts 
accept institutions, and thereby die current 
power structure. It is true that they usually 
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are consultants to someone and therefore can- 
not wander far from die authority of their prin- 
cipal- However, BCA has often gone far afield 
in dealing with institutional innovation. Bene- 
fit-cost analysts were quite prepared to propose 
institutional changes such as flood plain zoning 
instead of engineering works, or a volunteer 
army instead of conscripts. However, so far as 
I know, no responsible analyst who had to deal 
with a problem ever threw up his hands’ and 
said the only solution was socialism. 

Another radical charge is that BCA ignores 
the process of production and focuses only on 
consumption. This is charged despite the efforts 
of analysts to find benefits for family-sized 
forms, or the choice of job-training programs, 
or any number of other studies dealing with 
the supply side. Campen is correct in saying 
that usually little weight is given to the produc- 
tion side in many studies since it is often the 
beneficiaries of the contracts to be let who raise 
specious arguments in fovor of the special values 
of suppliers. And it is the economist who has 
had to represent the social welfare against the 
“special interests.” However, when supply fac- 
tors are relevant the analyst does deal with 
them. 

After going through the radical indictment, 
only samples of which are discussed above, 
Campen completely reverses himself and says 
that BCA can be an agent of radical social 
change and of assistance to socialist planning. 
This turnabout is presented as a confirmation 
of his “radical analysis” since he has now found 
a “contradiction," not in his analysis, but in 
“capitalism." In the ideological indictment BCA 
is made non participatory, elitist, protective of 
capitalist interest and ideology, but in the chap- 
ter of contradictions, we are told that all sides 
in a controversial issue use BCA and that the 
basic ideas of BCA about social rather than pri- 
vate benefits and costs subvert support for the 
capitalist market economy! Possibly this is good 
dialectics but it is bad analysis. 

To summarize: there are several much better 
descriptions of benefit-cost analysis in other 
hooks; I could not find any merit to Cam pen's 
radical critique of BCA. Students might be 
given some of the chapters to test their critical 
abilities. 

Juuus Maucous 

Vnioenity of California . Irvina 


The theory of externalities, public goods, end 
dub goods. By Richard Cohnes and Todd 
Sandler. Cambridge, New York and Sydney: 
Cambridge University Press, 1986. Pp. xii, 
303. $34.50, doth; $12.95, paper. ISBN O- 
52L-30184-X. JEL 67-0019 

This book, intentionally more narrow than a 
typical textbook but less technical than a work 
for specialists, is good at what it does, but has 
a difficult time finding its niche. Its intent is 
to “provide a more extended discussion of the 
theory and policy implications of externalities, 
with particular emphasis on those special cases 
represented by public goods and dub goods” 
and is intended to be useful for “well-prepared 
undergraduates,” graduate students, and econ- 
omists “wanting to find out what some of their 
colleagues in public economics have been op 
to” (p. xi). The minimum required background 
is a good understanding of intermediate micro- 
economics and basic calculus, particularly con- 
strained maximization. 

There are five parts: an introduction, one part 
each on externalities, public goods, and dub 
goods, and a section entitled “Applications and 
Future Directions.” The introduction con sis t s 
of two chapters surveying the basic concepts 
and tools of analysis. The section cm externali- 
ties is also brief, consisting of two chapters that 
explain why the presence of externalities causes 
difficulties for the two Fundamental Theorems 
of Welfare Economics, show some of the rela- 
tionships between externalities and other con- 
cepts like incomplete markets and transactions 
costs, and describe Pigouvian taxes. 

The section on public goods is much longer 
and generally more substantive. Chapter 5 con- 
tains a detailed examination of a Bergstrom, 
Blume, and Varum (1906) type model of private 
provision of a public good. The authors charac- 
terize the extent of the deviation between the 
Nash equilibrium outcome and Pareto optimal- 
ity and discuss how this depends on various 
factors such as the size of the population. In 
Chapter 6, they turn to mechanisms that 
achieve Pareto optimality such as the notion 
of Lindahl equilibrium and Clarke taxes. This 
chapter is unduly brief and rather dated. Chap- 
ter 7 extends the basic model of Chapter 5 to 
consider more general assu mp tio ns on the pub- 
lic good. Chapter 8 considers sev e ral models 
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&at ace more explicitly game- theoretic, includ- 
ing * cooperative game- theoretic approach and 
binary choice models. The last chapter of the 
section is entitled “Departures from Nash- 
Coumot Behavior" and consists primarily of a 
conjectural variations approach to the model 
of Chapter 5. 

Part IV, on dub goods, is better still. It con- 
sists of six chapters that first give an overview 
of the club theory approach and then turn to 
a variety of models in this tradition. An almost 
bewildering array of formulations is considered, 
including a cooperative game-theoretic ap- 
proach, various forms of uncertainty, and inter- 
generational dubs. The authors generally suc- 
ceed in keeping the “big picture” in the reader's 
mind, a challenging task here. The final section 
of die book provides some discussion of empiri- 
cal work and applications of the models, a sum- 
mary of the bode, and some directions which 
the authors consider especially important for 
future research. 

The book has a number of good points. The 
references, though siighdy dated due to pub- 
lishing lags, are very complete for the areas 
covered and likely to be useful to researchers. 
Also, I suspect the book would be quite useful 
for graduate students in a public finance course. 
The periodic overviews Comes and Sandler 
provide should help students to gain some per- 
spective on the field and on topics within it. 
The models focused on are generally well-cho- 
sen for pedagogical purposes and do a good 
Job of illustrating the key points without undue 
complexities. This is particularly true of the sec- 
tion on public goods. 

Unfortunately, like most books, this one has 
its drawbacks. First, its intentionally narrow 
focus means that most people would not wish 
to use it as a textbook without some supple- 
ment. It gives little attention to a number of 
topics often considered in graduate public eco- 
nomics courses, such as public choice and em- 
pirical work. Second, even within the area the 
authors wish to explore, there are some impor- 
tant omissions. The most glaring of these is the 
unduly cursory treatment of mechanism design 
or implementation theory. A Urge body of theo- 
retical literature on ways to deal with precisely 
the problems the authors emphasize should not 
be d i s m issed with an explanation of Clarke taxes 
and a brief discussion of the problems of non- 
■mioueness of equilibrium. More generally, die 


treatment of game theory throughout the bode 
is solidly in the tradition of viewing Nash equi- 
librium as a surrogate “stable point” of a dy- 
namic process, possibly with incomplete infor- 
mation. For example, the authors describe a 
Nash equilibrium in a two-person game where 
strategies are public good contributions by say- 
ing “equilibrium is based on . . . maximizing 
behavior subject to a quantity constraint reflect- 
ing the other agent's previous public good con- 
tribution” (p. 19, emphasis added). At another 
point, they argue “Since the whole context of 
the game presupposes incomplete information, 
one cannot jump straight to the Nash equilib- 
rium” (p. 144). It would be inappropriate for 
me to dwell at length on criticisms of this view. 
Suffice it to say, those who prefer their game 
theory “straight up” should be warned that they 
will find parts of this book hard to swallow. 

To summarize, I suspect that the best niche 
for this book is as a (carefully used) text in a 
graduate or advanced undergraduate course or 
as a reference book. As such, I think it will 
serve its purpose well. 

Barton L. Lipman 
Cameg ie-Mellon University 

Reference 
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Macrodynamics: Fluctuations and growth. A 
study of the economy in equilibrium and dis- 
equilibrium. By Piehre-Yves H£nin. Transla- 
tion. International Library of Economics se- 
ries. London and New York; Routledge and 
Kegan Paul in association with Methuen, NY, 
[1981] 1986. Pp. x, 455. #45.00, doth; #20.00, 
paper. ISBN 0-7102-0664-X, pbk. 

JEL 87-0023 

This book is devoted to an analysis of modern 
macrodynamics, built around the Keynesian 
Revolution as the intellectual watershed. Ulti- 
mately the author concludes that the changes 
in thinking which occurred in the 1970s may 
prove to be as profound as those of Hie Keynes- 
ian era. 

This book is divided into four parts. Part 1 
begins with an historical review of the dynamic 
theories of David Ricardo, Karl Marx, and other 
pre-Keynesians including Friedrich Hayek and 
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Joseph Schumpeter. It conclude*- with a review 
of Keynes, paying particular attention to the 
differences between Keynes and Leon Walras. 
Part II considers behavioral dynamics as re- 
flected in the consumption function, invest- 
ment decisions, and die role of money. In con- 
nection with each the author traces the major 
developments of the past fifty years showing 
how post-Keynesian thinking has affected the 
1936 Keynesian view of these major aggregate 
variables. Part III is devoted to growth and 
begins with an analysis of both its sources and 
its causes. The author traces the changed per- 
spective, under the influence particularly of 
Harrod, from statics tn dynamics — that is from 
looking at dynamic theory primarily in terms 
of cycles as was common in die pre-Keynes 
era, to the current emphasis in dynamics on 
assessing the challenges posed by irregular 
growth rates. Noting that pre-Keynesian think- 
ing fixated on cycles rather than growth, Henin 
traces the many strands that have contributed 
to the modem analysis of growth and to assess- 
ing questions such as how to determine the 
optimal growth rate, the costs of growth, the 
limits to growth, etc. Chapter 8, devoted to 
the stability and regulation of growth, focuses 
crucially on the shift from the classical equilib- 
rium paradigms to balanced growth consider- 
ations in the post-Harrod world. It is thus a 
critical link in the consideration of what is in- 
volved in getting Harrod’s natural and actual 
growth rates to coincide. Unfortunately the 
chapter lacks a concluding section, although 
much of the discussion forms a necessary prere- 
quisite to reaching meaningful conclusions on 
the possibility fin stable growth rates. 

Part IV is devoted to short-run instability and 
in particular focuses on the relationship be- 
tween inflation and unemployment over the 
business cycle. It includes a consideration of 
the changing perceptions of the Phillips curve 
generally, and in particular examines the differ- 
ing explanations which have arisen for the in- 
creasingly unreliable long-run relationship be- 
tween inflation and unemployment. 

Throughout, the sweep of the approach is 
very broad indeed. Not only are we exposed 
to the developments in mainstream thinking 
on macrodynamic questions from Ricardo 
through Keynes and the post-Keynesians to the 
present new daisies! economists, but the au- 
thor is careful where possible to indude Marxist 


thought as well. The hook reflects its French 
past from time to time by relating the discussion 
to the development of the modem French econ- 
omy and its current problems. 

While many readers, including both students 
of the history of thought as well as macroecon- 
omists, will find much of interest in this book, 
in the end it also raises several difficulties. For 
one thing it is never entirely dear who is the 
intended audience. If it is the trained profes- 
sional economist (as one suspects) many expla- 
nations would seem to be superfluous or at least 
overdone. (What is a production function? 
What is the multiplier?, etc.) On the other hand 
if it is designed for readers who need these 
explanations, much of the exposition will almost 
surely be too difficult to be easily followed. (It 
is impossible to tell how much of the Impression 
that the text is often difficult to follow is due 
to the translation and how much to flic original 
French exposition.) 

More substantively, die author prejudges 
current debates about macrodynamics even 
when it does not appear necessary to do so. 
He states that Keynes was basically wrong in 
concluding that a market-oriented system could 
allocate resources efficiently but could not keep 
them fully employed and that if we could but 
find a way to accomplish the latter die former 
could be reattained as well. He concludes in- 
stead that some land of planning (being French 
he suggests “indicative planning”) will have to 
be included along with stabilization policies and 
that the planning will have to indude prices, 
to confront inflation, as well as quantities. No 
adequate groundwork is laid few these opin- 
ions. 

There are a few minor difficulties. Occasion- 
ally the charts do not appear to have the axes 
adequately labelled. At times he ignores the 
straightforward approach for a less familiar or 
more cumbersome one. For example, he foils 
to use the terms induced and autonomous in- 
vestment pr e fer rin g instead to re fe r to them 
as “the two types of inve s tme n t function we 
have encountered — the Keynesian f un ction and 
the accelerator" (p. 115). To take a differen t 
sort of example, be suggests that government 
expenditures in co nn ection with counter-cycli- 
cal pr ogr am s “amount to transitory reso u rces" 
and so produce a dferast multiplier eff ec t than 
would be ge ne ra ted from a change in "perma- 
nent income" (p. 92). Empirical investigation 
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would be more convincing than flat assertion. 

If in dm end the book’s reach exceeds its 
grasp, it nonetheless is a forthright effort to 
trace the development of modern macrodynam- 
ics, and to assess critically where we stand today 
in the policy debate which has gripped the field 
increasingly over at least the past fifteen or so 
years. 

Phiup A. Klein 

The Pennsylvania State University 

030 History of Economic Thoccht; 

Methodology 

A history of modem economic analysis. By 
Roger Backhouse. Oxford and New York: 
Blackwell, 1986. Pp. xii, 520. $34.95. ISBN 
0-631-14314-9. JEL 86-0360 

I do wish that Professor Backhouse had had 
the chance to read and meditate upon the recent 
collection by Richard Rorty et al. (1984) before 
he had embarked upon the task of writing his 
textbook. In that praiseworthy volume, Rorty 
describes four genres of the history of thought: 
broad-beamed intellectual histories written by 
generalist historians with no stake in any partic- 
ular intellectual discipline; “rational reconstruc- 
tions” of the writings of particular authors which 
try to correct their “mistakes” and highlight 
their anticipations of modern doctrines; Geistes- 
geschichten which ask why certain questions 
became central to a particular discipline; and 
"daxographies.” According to Rorty, doxogra- 
phies are remembrances from syllabi past, half- 
hearted attempts to tell a story of intellectual 
progress by describing all canonical texts in 
terms of recent orthodoxy. To paraphrase him, 
daxographies are desperate attempts to make 
Smith and Debreu, Monger and Commons, and 
Marx and Coase all talk about some common 
topics, whether the historian or his readers have 
any interests in the topics or not. Of these four 
genres, Rorty argues that the first three perform 
important functions in any intellectual commu- 
nity, but the fourth does not, because its major 
raison d’etre seems to be die reinforcement of 
the prejudices of the present by insulating us 
from those in the past most likely to give us 
disquiet. 

I should like to report that this History avoids 
the status of demography; but alas, I cannot 
Its major selling point and distinguishing char- 


acteristic amongst history textbooks is that the 
entire p re-1870 pre-neoclassical body of eco- 
nomics is summarily written off in 59-odd 
pages, whereas 200 pages are devoted to the 
period 1870-1939, and 140 pages to the modern 
period. This must have taken some bravado, 
since more often than not in courses in the 
history of thought, the spirit is willing but the 
flesh is weak, and one rarely makes it into the 
20th century before final exams. This book also 
has some other unusual features, such as two 
separate chapters on “Economics and Policy in 
Britain," two chapters on “Scope and Method," 
and two chapters lumping together a most ex- 
traordinarily motley crew under the rubric of 
“Alternative Approaches.” There also are the 
now-obligatory bows in the direction of Popper, 
Kuhn and Lakatos. Yet the single most insistent 
message of this book is not novel in the least. 
One learns over and over that there has been 
a long line of fellows (no women allowed except 
Joan Robinson, and of course, she will not 
count) who, had they only gone that extra mile, 
would have stumbled upon the entire corpus 
of modern neoclassical economics. 

Rorty correctly points out that stories like 
these resemble stories about people who would 
have discovered America had they but sailed 
a little further: an anthology of such stories is 
not a history of anything. A costive assemblage 
of names and dates to memorize and obeisances 
paid will prove to be few peoples’ cup of tea. 
To see why this should be so, let us provision- 
ally adopt Backhouse’s positions that "an impor- 
tant reason for the survival of mainstream eco- 
nomics was that some criticisms were answered 
very effectively” (p. 239), that modem neoclas- 
sical theory is a "progressive research pro- 
gramme” (p. 412), and that "the development 
of economic theory is to a substantial extent 
autonomous” (p. 258). Now, if all this were true, 
then why would anyone be interested in a litany 
of half-baked and half-correct ideas which either 
led to (a) today’s superior neoclassical theory; 
or (b) unorthodox dead-ends? After all, consider 
the physicists: they do not permit the history 
of physics to be included in their curriculum. 
This lesson has not been lost on the top gradu- 
ate research programs in economics in the U.S. 
of the last two or three decades. 

From this vantage point, the intellectual his- 
tory of a discipline and the philosophical liter*- 
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ture attached to it share the same taint. Intro- 
spection and self-examination are regarded as 
betraying a sort of metaphysical loss of nerve. 
I believe it is this latter conviction that explains 
the ritual homage paid to Popper and Lakatos 
in economics. In this History, the student is 
not acquainted with the hair-raising problems 
of the underdetermination of theories by data, 
the incommensurability of rival research pro- 
grams, or the role of rhetoric in sustaining prac- 
tice in the face of adversity, all problems which 
gave rise to that literature in the first place. 
Instead, the student is given a smattering of 
“methodology" in order to foster the impression 
that Popper and Lakatos describe physics, Pop- 
per and Lakatos can be applied to economics, 
ergo (unstated) economics is also a science. 

The genre of history represented here is ulti- 
mately self-defeating, because its principles 
render it unsuitable for the serious study of 
the history of economic thought: “External” in- 
fluences do not count, so there is no need to 
waste time on them. Anyone not an orthodox 
neoclassical economist was fundamentally mis- 
guided, so there is no need to expend the effort 
to get their systems right. Indeed, so insignifi- 
cant are the unorthodox that those sections (in- 
cluding the obligatory one on the old bete noire 
himself, Marx) are written almost exclusively 
from secondary sources. Even the heroes of 
the narrative, the protagonists of the marginal- 
ist revolution, are so badly folded, spindled and 
multilated that one cannot tell them apart (Mi- 
rowsld 1987). Worst of all, this History is writ- 
ten as if from some detached Olympian height, 
without the emotional light and heat of the best 
histories, be they pro- or anti-neoclassical. At 
least “rational reconstructions” want to argue 
with famous dead economists, while Geistes- 
g eschicten want to sweep the stables clean and 
reorganize the pantheon. Doxologies just lull 
the audience to sleep. 

Phiup Mirowski 

Yale University 
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The history of statistics: The measurement of 
uncertainty before 1900. By Stephen M. 
Sticler. Cambridge, MA and London: Har- 
vard University Press, Belknap Press, I960. 
Pp. xvi, 410. $25.00. ISBN 0-674-40340-1. 

JEL 87-0040 

This is a delightful bode. It is a beautifully 
written account of the development of statistics, 
from the probability theory of Jacob Bernoulli, 
and the struggle with measurement errors by 
the early astronomers, to the regression and 
correlation analysis of Francis Calton, Karl 
Pearson, Francis Y. Edgeworth, and Ceorge 
Udny Yule. Professor Stigler gives us broad vi- 
sion and meticulous scholarship. He has exam- 
ined original sources, publications, and corre- 
spondence. He takes us into the central details 
of the problems that gave rise to statistical 
methods, be they about the motions of the 
moon and planets, the shape of the earth, die 
measurement of population, the conviction rate 
in the French courts, the heights of military 
conscripts, human ability to assess which of two 
objects is heavier, or the sues of successive 
generations of sweet peas. He shows us the 
data that were used, and the calculations made 
from them, warts and all. He gives the mathe- 
matical derivations that were central to the de- 
velopment of statistics. Much of his story can 
be richly enjoyed by statistical novices, but the 
technical passages use probability theory and 
differential and integral calculus just as the 
founders did. 

The book is beautifully produced. It displays 
some three dozen reproductions of historic 
pages of publications and notes by the giants 
of statistics, and some dozen of their por- 
traits. 

The first part of the book deals with the devel- 
opment of statistics for astronomy and geodesy 
in the hundred-odd years ending with the death 
of Pierre Simon Laplace in 1827. Here the prac- 
tical scientific problem was the "combination 
of observations”: how to proceed when there 
are conflicting observations of a physical phe- 
nomenon. The principle of least squares, first 
published by Adrien Marie Legendre in 1809, 
became the accepted method. This part of the 
book culminates in Stigler s account of the “first 
great synthesis” of 19th century st a tis tic s, by 
Laplace and CaH Frie dri ch Gauss, relating la— t 
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squares to the theory of probability and the 
normal distribution. 

The remaining two thirds of the book is de- 
voted to die slow spread of statistics to the social 
sciences, and to the transformation wrought by 
the theory of regression. Stigler argues that 
probability theory could not be applied to social 
data unless one could either (a) be certain that 
the data were homogeneous, that is, were mea- 
surements of an invariant phenomenon such 
as the motion of the moon or the shape of the 
earth, so that the theory of errors could explain 
all the variation, or (b) devise a method of deal- 
ing with their heterogeneity, by holding con- 
stant the factors causing it. He explains why 
(a) was a failure in social science, while giving 
a lively account of Adolphe Quetelet’s attempt 
to create a “social physics” wherein statistical 
methods were to lead to natural laws of social 
behavior, almost independent of free will. 

Stigler notes that statistical methods were 
quickly adopted in die psychometric work of 
Gustav Fechner and Hermann Ebbinghaus, 
where the heterogeneity problem could be 
solved by controlled experiments. But in most 
erf the social sciences, where controlled experi- 
ments are not possible and data are heteroge- 
neous, Stigler finds the solution in regression 
analysis. It enabled Galton and his successors 
to hold constant, conceptually, factors responsi- 
ble for heterogeneity. 

Stigler portrays Galton as the imaginative 
idea man who originated the concept of regres- 
sion (though he used medians rather than 
means): Edgeworth as die theorist who devel- 
oped and generalized its mathematics, Pearson 
as the zealot who saw the power of Edgeworth's 
work, developed the methodology, and sold it 
to the world; and Yule as the technician who 
saw that linear regression can substitute for con- 
trolled experimentation, and who laid the foun- 
dation of the analysis of variance. Stigler closes 
with the second great synthesis, uniting, least 
squares with the theory of regression and cor- 
relation. An economist might wish for mention 
of the simultaneous -equations-bias problem 
among those cited as not solved by regression 
and correlation, but that is a minor matter. 

There are many amusing sidelights. For ex- 
ample, a report to Napoleon on the progress 
of mathematics said that Legendre's method 
sets the sum of die squared deviations to zero! 


Was this deliberate exaggeration, or ignorance? 
We do not know. Another; A distribution of 
the heights of 100,000 French men called for 
military service showed 2,275 more men ex- 
empt for being too short than would have been 
expected under the normal curve, and fewer 
men than expected in the group just above the 
eligibility limit. Quetelet’s conjectured explana- 
tion: fraudulent under-reporting of the heights 
of some 2,200 men who should have been re- 
quired to serve. 

Stigler tells his tale with enthusiasm, grace, 
and style. He conveys a sense of high intellec- 
tual drama. He shows the place of statistics in 
the broad sweep of scientific method. He has 
written a truly admirable book. 

Carl F. Christ 
The Johns Hopkins University 

040 Economic History 

Money and banking in medieval and Renais- 
sance Venice. Volume 1. Coins and moneys 
of account. By Frederic C. Lane and Rein- 
hold C. Mueller. Baltimore and London: 
Johns Hopkins University Press, 1085. Pp. 
xx, 684. $45.00. ISBN 0-8018-3157-1. 

JEL 86-0050 

The Venetian city-state played an important 
role in the economic development of premo- 
dem Europe. Strategically situated at the criss- 
crossing of trade routes linking Western, Cen- 
tral, and Eastern Europe with the Mediterra- 
nean and Levantine worlds, Venice emerged 
in the high Middle Ages as one of the eminent 
centers of mercantile activities, which it re- 
mained through the Late Middle Ages and the 
Renaissance, and even beyond. Indeed, fie 
some portion of this centuries-long span Venic 
occupied a pre-eminent position in the trad 
of the West. No other single locus exerte 
so strong an influence for so long a period < 
time. 

After five centuries or so of a relatively ol 
scure existence, the city of Venice began i 
rise to power in the early eleventh centur 
By the beginning of the thirteenth century th 
Republic ranked as a major imperial powei 
and by the latter part of that century it wt 
die center of the European bullion market. A 
tainment of that status was certainly promote 
by its position as the natural Mediterranea 
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for « liver from Hungarian and German 
More than geography was involved, 
er, as the authors show here— and 
lout the study — the importance of the 
ay between Republican policies and 
' and the rise of the city’s economic for- 

story told by Reinhold C. Mueller and 
s Frederic C. Lane explains this Venetian 
ement in terms of the success of the Re- 
inhabitants in developing a liable and 
omplex system of managing moneys of 
", coinage, and trade in bullion, within 
ricacies of a bimetallic monetary frame- 
curing the Middle Ages, long-distance 
was financed on the basis of coins or, 
;ingly as the period progressed, on the 
’ written instruments defined in terms 
ie. A welter of political entities, large 
lall, minted coins, the reliability of which 
tremendously. Thus, a premium became 
id to moneys of account that exhibited 
sasonable degree of stability, and it was 
such a reputation that the money mer- 
of Venice established, and upon which 
uilt their dominant position in intema- 
xade and foreign exchange, 
is a work of formidable scholarship. Lane 
ueller have drawn upon a widely diverse 
sources, ranging from individual mer- 
account bodes, notarial registers, and 
Is of mercantile practices, to legislation 
vemmenta! decrees, the records of the 
in Mint, and the coins themselves 
incidentally, are excellently illustrated, 
is this base may be, it is of course not 
t important lacunae: there is, for exam- 
continuous price series of any real 
for Venice. The authors work the extant 
ce for all it is worth, carefully and with 
artistry, making dear what the records 
> tell us, and what we are unable to know, 

book makes a major contribution to the 
of money as a measure of value and a 
n of exchange. It offers a rich and vast 
on of evidence, explored in painstaking 
Yet this major virtue also finally becomes 
tree of its most serious shortcoming: the 
t never do succeed in lifting their view 
m level of die particular to that of the 
general. The book lacks any underlying 


or unifying theme. As suggested at the outset 
of this review, what makes the study of this 
period of Venetian history worthy of special in- 
terest is the significant role played by Venice 
in the economic history of the West, in what 
is often termed “the rise of capitalism.” The 
authors’ failure to relate their very admirable 
treatment of die specifics of the Venetian expe- 
rience to that larger — and most i m porta n t — 
process is a major disappointment. 

Aside from this criticism, however, the vol- 
ume stands as a testament to high scholarly 
standards. There is much to be learned within 
its five-hundred pages of text and one-hundred- 
forty pages of appendices, whether the reader’s 
interest be in matters monetary, numismatic, 
or economic historical. Ironically though, for 
the reason noted, the book will likely have less 
to offer to economic historians, in general, than 
to those members of die profession interested 
in learning something about the evolution and 
articulation of an early monetary system. 

Lane was the principal author of this volume, 
which focuses on coinage and the moneys of 
account, and brings the story up to 1506. The 
planned second volume is to turn attention to 
an analysis of the development of banking insti- 
tutions and practices. Perhaps that is where 
the authors intended to address the broader 
issues and framework. 

Richard Roehl 

University of Michigan, Dearborn 

The economic organization of war communism, 
1918-1921. By Silvana Malle. Soviet and 
East European Studies series. Cambridge, 
New York and Sydney: Cambridge Univer- 
sity Press, 1985. Pp. xv, 548. $49.50. ISBN 
0-521-30292-7. JEL 86-1018 

In this history of the early Soviet economy, 
Malle assesses “the degree of correspondence 
between legislation and its implementation’’ (p. 
24) and the relative importance of ideological 
and pragmatic influences on institutional inno- 
vation. She coven nationalization, en t erp ris e 
management, macroeconomic policy and per- 
formance, industrial administration and plan- 
ning, food requisitioning, and military procure- 
ment. 

Malle argues that the Bolshevik* tnitfrffy fa- 
vored selective, gradual nation a tottop of in- 
dustry but were quick to ideologically rations! 



1862 Journal of Economic Literature, Vol. XXV ( December 1987) 


ixe accelerated nationalization prompted by la- 
bor unrest and civil war. 

Management underwent a rapid evolution, 
imperfectly reflected in legislation. Hie Bolshe- 
viks first promoted workers’ control as a coun- 
terweight to politically conservative managers 
but later restored one-man management in the 
interests of efficiency and accountability. 

Revenue from taxes and state enterprises cov- 
ered only a small fraction of government expen- 
diture. A potentially important source of reve- 
nue — rent on nationalized land — was foregone 
in an effort to win peasant support. The budget 
deficit was financed by printing money. From 
191B onward the Bolsheviks claimed that rapid 
expansion of the money supply served not only 
to finance the budget deficit but also to destroy 
the purchasing power of money held by rem- 
nants of the bourgeoisie. Malle argues inconclu- 
sively that the Bolsheviks did not have the latter 
aim in view when they began the monetary 
expansion. The timing of pro-inflation state- 
ments suggests to her an effort to "rationalize'’ 
an unintended development (p. 174). Yet if the 
Bolsheviks initially intended to use inflation to 
expropriate money-holders, they would not 
have wanted to forewarn their victims and 
erode the base of the inflation-tax. Malle be- 
lieves that the supposed inflationary intensions 
were belied by "the relationship between 
money issue and the rate of price increases. 
The rate of issue always lagged behind the rate 
of money depreciation'’ (p. 179). But this rela- 
tionship is found whenever the velocity of 
money rises, as it typically does in a period of 
accelerating inflation, regardless of the authori- 
ties’ intensions (Cagan 1956). 

In 1920-21 the mean quarterly growth rates 
of the nominal money supply and the price level 
were 47.8 percent and 79.4 percent respec- 
tively. Surprisingly, Malle does not view the 
monetary expansion as the major cause of the 
inflation. Rather, she asserts that "price in- 
creases were determined in the first place by 
the fall in production, and in die second place 
by the high velocity of circulation of money, 
induced by inflation itself’ (p. 179). Neither 
part of this explanation makes sense. Produc- 
tion was foiling at a quarterly rate of only 1.3 
percent (Clarke 1972, p. 8). A high velocity 
helps explain a high price level, not a high infla- 
tion rate. 


Marxist ideology, Malle argues convincingly, 
encouraged centralization but provided no de- 
tailed scheme of industrial administration. Hie 
exigencies of civil war and interagency bicker- 
ing shaped the organization of Soviet industry. 
War communism did not crystallize into a stable 
set of institutions before it gave way to the New 
Economic Policy in 1921. Nonetheless it in- 
spired theoretical work on economic planning 
that found application a decade later when at- 
tempts at central planning were resumed. 

Hie breakup of large estates in 1917-18 re- 
duced food marketings. When the supply of 
food to cities and the army fell to worrisome 
levels, the Bolsheviks launched a campaign to 
requisition from rich peasants all food in excess 
of consumption requirements. Their efforts to 
enlist poor peasants in the campaign were not 
very successful. Malle believes the Bolsheviks 
overestimated their chances of splitting the 
peasantry because they overlooked a leveling 
trend in the distribution of rural wealth. Para- 
phrasing Teodor Shanin (1972), she notes that 
longitudinal studies of peasant households re- 
veal “a strong centripetal mobility in relation 
to median wealth, i.e. the rise of the poorer 
households and the descent of the wealthier 
ones” (p. 336). It is not clear what conclusions 
Malle wants to draw. Regression toward an av- 
erage is not evidence of declining variance. (Re- 
member Francis Calton and his peas!) Nor is 
movement of households among strata self-evi- 
dently conducive to social harmony. Arguably, 
newly impoverished groups are militant until 
they become resigned to poverty and parvenus 
are resented until their privileges come to seem 
natural (Moore 1978). Perhaps the Bolsheviks’ 
difficulty in mobilizing poor peasants was due 
more to a lack of rural cadres than to a misas- 
sessment of rural stratification. When the Bol- 
sheviks abandoned requisitioning in 1921, their 
stated reason was not resistance by poor peas- 
ants but disincentives to food production. 

Provisions for a growing army were squeezed 
from a contracting economy by radical mea- 
sures, detailed by Malle. Rations for workers 
in military industries were set above average 
but docked to penalize absenteeism. Workers 
in critical industries were put under military 
discipline. When nationalized industry was un- 
able to supply needed goods, craftsmen were 
mobilized. Food was requisitioned. Army units 
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aged in combat were put to work in 
and gathering wood for fuel. Malle ar- 
lausibly that the most durable legacy of 
measures was a militarization of socialist 

y- 

s has done extensive documentary re- 
Her thirteen-page bibliography lists 
i in six languages. Sixty-six tables present 
itherwise inaccessible data. In a work 
scale, rough spots are not surprising, 
expositions of Soviet writings are occa- 
r cryptic; in some cases she may have 
i faithful summary of a muddled docu- 
ut foiled to flag the confusion. She does 
ays explain the derivation and meaning 
She underutilizes theoretical and statis- 
ols. Nonetheless, she has produced a 
informative work, an indispensable ref- 

John P. Burkett 
■rsity of Rhode Island 

References 

’iulup. "The Monetary Dynamics of Hyper- 
on,” in Studies in the quantity theory of 
Ed.: Milton Friedman. Chicago: U. of 
go Press, 1956, pp. 25-117. 

, Roger A. Soviet economic facts 1917-1970. 
m: Macmillan, 1972. 

Barrington, Jh. Injustice: The social bases 
icdience and revolt. White Plains, NY: 
Sharpe, 1978. 

Teodor. The awkward class. Oxford: Clar- 
, Press, 1972. 

Hmes, other places: Macroeconomic les- 
from U.S. and European history. By 
ujes L. Schultze. With a preface by 
s Tobin. Arthur M. Okun Memorial 
ires series. Washington, DC: Brookings 
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s three essays, based on the second set 
tur Okun Memorial Lectures at Yale 
iity, examine some central empirical is- 
business cycle analysis from a compara- 
rspective. Hie comparisons are either 
rime (the prewar vs. the postwar U.S., 
ures I and III) or across countries (the 
- experience of die U.S. vs. that of sev- 
ropean countries, in Lecture II). Metho- 
illy, the essays revolve around estimates 


of informally derived equations, in traditional 
Brookings fashion. The lectures are addressed 
to a wide audience, ranging from policy makers 
to research economists, and perhaps including 
educated laymen. 

In the first essay, Schultze discusses the iner- 
tial nature of inflation, with an emphasis on 
changes in the behavior of the U.S. inflation 
process over the last century. In the second 
essay, he compares the U.S. and several Euro- 
pean countries with respect to the rigidity of 
real wages. Finally, the third essay examines 
possible explanations for the allegedly greater 
volatility of real CNP and other cyclical indica- 
tors in the pre-Wortd War I, as opposed to 
the post-World War II, United States. 

Lecture I is an attempt to forge some middle 
ground between the now standard “natural 
rate” Phillips curve with rational expectations 
and a traditional “invariant” Philhpc curve. 
Given the degree of inertia which one can get 
out of existing Phillips curves models with stag- 
gered or asynchronized price setting — even in 
the presence of rational expectations — it is not 
clear what we gain from this enterprise. At any 
rate, the route taken here, which is declared 
to be in the tradition of Okun and George 
Perry, is somewhat different, emphasizing the 
cognitive dimensions of wage setting behavior 
instead of the formal timing aspects. Schultze 
argues that moderate short-run changes in price 
inflation do not get incorporated into expecta- 
tions (or “wage norms,” as Schultze prefers to 
call them) at all, so that the short-run behavior 
of the economy may be dose to that described 
by the pre-accelerationist Phillips curve. 
Agents do, however, perceive (and respond to) 
major changes in regime, such as occurred in 
1896 when a deflationary regime associated 
with a dearth of gold-mining gave way to one 
of abundant gold supplies and inflation, or in 
1973-74 when supply shocks were recognized 
as ubiquitous for the first time. At the level of 
econometric implementation, Sch ul toe's pre- 
ferred Phillips curve concept revolves around 
the inclusion of dummy variables for the years 
1896, 1968, and 1974. This is disappoint in g, 
as it has the air of ex post rationalization rather 
than that of hypothesis formation aad testing. 

Chapter II bices issue with the now ortbo d o a 
view of the pers is tence of European unemploy- 
ment since the middle 1970s. Schukse arg u es 
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that once a correction is made for movements 
in (he real exchange rate, European real wages 
are, if anything, more downwardly rigid than 
those in the United States. Schultze notes (see 
page S3) that the argument here may not be 
folly convincing, precisely because of its depen- 
dence on corrections for movements of the real 
exchange rate. I would go a step further, and 
note that modem theories of small open econo- 
mies (variants of the so-called "dependent econ- 
omy” model) stress die intimate connection 
between movements in real wages and 
movements in real exchange rates. Schultze’s 
conclusion rests on the auxilliary restriction that 
"the nominal exchange rates adjust to keep the 
real exchange rate constant” (p. 50). Yet, in 
the case of small open economies, it is very 
difficult to conceive of movements in the real 
wage without having such variations felt in the 
real exchange rate. 

Chapter III considers the variability of output 
in the pie-1914 period vs. the post-World War 
II years. Schultze dismisses Christina Romer's 
arguments that the apparendy greater stability 
of output in the postwar era may be an artifact 
of data construction procedures far too quickly. 
He then goes on to argue that, to the extent 
that output was less stable in the earlier period, 
one should not place the blame on exogenous 
instability in the money stock during that time. 
Although I am sympathetic to Schultze’s con- 
clusion, I do not find his major piece of evi- 
dence — the low degree of variability in annual 
data on p re-1914 commercial paper rates — con- 
vincing. Nominal interest rates from the early 
period show dramatic high frequency variation, 
though they look rather stable at the annual 
frequency because of their lower degree of per- 
sistence relative to postwar rates (N. Gregory 
Manldw and Jeffrey A. Miron, “The Changing 
Behavior of the Term Structure of Interest 
Bates,” Quart. J. Eicon., May 1966, 101(2), pp. 
211-28). Even avid proponents of the monetary 
view will grant that the liquidity effects of mon- 
etary shocks on interest rates are short lived. 
With an appropriate propogation mechanism, 
one may well be able to generate substantial 
instability of output from the high frequency 
interest rate movements which are excluded 
from Schultze’s annual data. 

In summary, though I find few of the major 
arguments in these lectures persuasive, I do 


find the topics stimulating. 1 recommend this 
book to those who are sophisticated enough to 
appropriately filter die arguments, and suffi- 
ciently flexible to tolerate the inevitable 
ambiguities. 

Robert B. Barsky 

University of Michigan 

100 Economic Growth; Development; 
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The Israeli economy Maturing through crises. 
Edited by Yoram Ben-Porath. Cambridge, 
MA and London: Harvard University Press, 
1986. Pp. viii, 426. $45.00. ISBN 0-674- 
46878-3. JEL 86-1047 

This volume includes seventeen essays by 
prominent Israeli economists on the evolution 
of Israel's economy in the first thirty-five years 
of its independence. Hie major themes follow 
closely those set out by Don Patinkin (1960) 
in a review of the first ten years of Israel’s his- 
tory. The effect of mass immigration, the evolv- 
ing sectoral structure of the economy, changes 
in the quality of the labor force and patterns 
of earnings, the impact of defense spending, 
the unusual macroeconomic problems Israel has 
experienced and many other topics are covered 
with competence and originality. In a short re- 
view, 1 can focus on only a few of the papers 
likely to be of general interest. 

Israel experienced extraordinarily rapit’ 
growth in per capita GNP between 1950 am 
1973, with relatively slow growth, comparabh 
to the OECD experience, since 1973. Thorougl 
growth accounting explanations of the change 
in aggregate performance are provided by Jacol 
Metzer, who documents the slowdown in bod 
capital accumulation and total factor productiv 
ity growth. The post- 1973 period was character 
ized by an increasing rate of inflation, an out 
ward shifting Phillips curve, and a deteriormtin; 
current account. Michael Bruno notes the simi- 
lar experience in OECD countries with the ex 
ception of the accelerating rate of inflation. Tht 
growing rate of inflation in die late 1970s ant 
early 1980s receives careful analysis in severe 
papers including those of Bruno, Bruno am 
Stanley Fischer (the only non-Israeli contribu- 
tor), and Leviatan and Pittermaa. While the 
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authors differ in emphasis, they all reject an 
important autonomous role for wage indexation 
(a process carefully examined by Kleiman) while 
emphasizing the importance of Israel-specific 
features of the capital market. The precise 
mechanism by which forces that, in other econ- 
omies, lead to a change in the price level result 
in an increase in the rate of inflation in Israel 
receives particularly close attention in several 
of the papers although there are significant dif- 
ferences in emphasis among the various au- 
thors. Hie basis of the 1885 stabilization plan 
adopted by the Israeli government can be 
gleaned from die papers in this section, as sev- 
eral of the authors were important in the policy- 
making process. 

The microeconomic papers follow a long tra- 
dition, begun in the early 1950s, that attempts 
to explain major features of Israel’s economy 
such as the high and rising share of services 
(Klinov), the excessively high allocation of in- 
vestment to housing (Mayshar), the effect of 
the high and rising level of education on wage 
structures (Amir), and the forces maintaining 
income differentials among population groups 
that immigrated from different regions (Ben- 
Porath). Except for a paper by Syrquin compar- 
ing many dimensions of Israel’s growth experi- 
ence with that of other countries, there is little 
reference to developments in other nations. Yet 
many of the phenomena analyzed are similar 
to those in other countries and Israel’s patterns 
of development and difficulties do not appear 
as unusual as is occasionally implied by some 
of the authors. 

A significant omission in the microeconomic 
section is the absence of attention to Israel's 
technological development which permitted an 
extraordinarily rapid rate of growth of indiistrial 
exports despite government policies that pro- 
vided a bias towards sales in the domestic mar- 
ket. Recent rapid growth in non traditional ex- 
ports such as scientific instruments, agricultural 
technology, and metal products (including 
weapons) reflects considerable investment in 
the acquisition iff technological capability as 
well as intelligent science and tax policies with 
respect to these sectors. Future macroeconomic 
policies to reduce domestic absorption and to 
improve the profitability of exports would not 
be as promising if potential exports consisted 
solely of traditional products such as textiles. 


clothing, and polished diamonds whose profita- 
bility is threatened by new producing coun- 
tries. The vastly augmented production capabil- 
ity in newer sectors was, in many cases, not 
an endogenous response to changing compara- 
tive advantage but reflects specific interven- 
tions to alter the structure of production (Teubal 
1983). 

A paper by Berglas analyzes the impact of 
the country’s huge defense expenditures, aver- 
aging over 25 percent of CNP during the last 
fifteen years, in contrast to the three or four 
percent typical of most Western European 
countries. A careful evaluation of other costs 
not included in conventional CNP accounting 
suggests a still greater burden. While there are 
some economic benefits, including the spinoffs 
from technological developments, it is dear that 
defense requirements have exerted a major 
negative impact on the level and rate of growth 
of national output. 

Despite its unique origins and continuing se- 
curity problems, Israel’s economic performance 
has been fairly good though lets than might 
have been expected in the last fifteen years. 
Hie papers in this volume demonstrate fairly 
conclusively that a large part of the disappoint- 
ing performance is attributable to poor govern- 
ment policy. To some extent this reflects an 
incomplete understanding among economists in 
Israel, and elsewhere, of inflation in an open- 
economy setting; even now there is only tenta- 
tive agreement on the outlines of a new para- 
digm. But the Israeli government also failed 
to use the considerable useful knowledge that 
was available in the universities, the Bank of 
Israel research staff, and its own ministries. The 
decision to ignore such advice partly reflects 
electoral politics, the familiar political business 
cycle . More deeply, it stems from a crisis in 
institutions. As Ben-Porath notes in his superb 
introductory essay, the institutions that were 
of importance for nation building may not be 
appropriate in a modem economy that needs 
to respond quickly to a variety of changing con- 
ditions. The current dilemma is nicely captured 
by Syrquin, 

The Yom Kippur W«r, the energy crises, reces- 
sions in advanced countries, and the slowing of 

population growth combined to cast doubts on 

Israel's capacity to accommodate di vergen t inter- 
ests. A awn-sum view of the econo my and society 
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teems to have eroded the long-standing national 
consensus on objectives. The next decade will 
tell whether the proper reference group in future 
international comparisons will be Scandinavia as 
long-term trends indicate, or South America, as 
the recent past suggests, (p. 74) 

Howard Pack 

The University of Pennsylvania 
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Indexing inflation and economic policy. By 
Stanley Fischer. Cambridge, MA and Lon- 
don: MIT Press, 1986. Pp. xi, 490. $25.00 
ISBN 0-262-06098-1. JEL 87-0085 

Following the injection of the rational expec- 
tations concept into macroeconomics approxi- 
mately 15 years ago and the ensuing (monetary) 
policy ineffectiveness debate, the field under- 
went a major transformation. The energy shocks 
of the seventies led to a reexamination of the 
costs and consequences of inflation and to thor- 
ough investigations of the effects of widespread 
indexation. Fischer’s important and sometimes 
pioneering contributions to those topics have 
appeared in various professional journals and 
conference volumes. This book brings these ar- 
ticles, some of which have become classics (like 
Ch. 1 and 2 on the costs of inflation, Ch. 5 on 
wage indexation and stability, Ch. 9 on the de- 
mand for index bonds, and Ch. 13 on the opti- 
mal money supply rule), under one cover. It 
also features a number of previously unpub- 
lished policy oriented essays. The book repre- 
sents Fischer’s research in the area of inflation, 
indexation and economic policy between die 
mid seventies and the mid eighties. It is a blend 
of theory, empirical work and good sense all 
aimed at delivering concrete and informed an- 
swers to practical policy questions. 

The book contains seventeen essays that are 
divided into four groups. The first group deals 
with the welfare effects of inflation and the pub- 
lic's attitudes to it. The second explores various 
macroeconomic interactions between indexing 


and economic policy and examines die relative 
merits of alternative disinflationary strategies. 
The third investigates the factors that deter- 
mine the demand for and supply of index bonds, 
offers an extensive discussion of the reasons for 
the nonexistence of such bonds in the U.S. and 
examines the welfare aspects of govemmentally 
issued index bonds. The last group discusses a 
wide spectrum of macro policy issues ranging 
from the desirability of activist monetary policy 
in the presence of nominal wage contracts to 
the problem of dynamic inconsistency iff fiscal 
policy. 

I turn now to a more detailed description of 
the book’s essays. Chapter 1 (with Franco Modi- 
gliani) is a systematic listing of the effects 
and costs of inflation and of inflation uncertainty 
in the presence of nominal government institu- 
tions. Chapter 2 makes a hold attempt at quanti- 
fying the costs of a ten percent inflation for 
the U.S. economy given the institutions this 
economy had at the beginning of the eighties. 
The chapter’s conclusion is that the total cost 
of inflation in the 1980 U.S. economy is far 
from being negligible. Chapter 3 launches into 
the relationships between inflation, inflation 
uncertainty, and relative price variability and 
concludes that much of the positive association 
between inflation and relative price variability 
in the seventies was due to food and energy 
shocks. 

Chapter 5 is one of the first formulations of 
the, by now well-known, result that wage index- 
ation stabilizes output and employment in the 
face of nominal shocks and destabilizes those 
two variables when supply shocks predominate. 
Chapter 6 investigates possible links between 
indexation and inflation. Using cross sectional 
data on a sample of forty countries during the 
first oil shock the chapter concludes that the 
more heavily indexed countries accommodated 
the first oil shock less than the less heavily in- 
dexed countries. Chapter 7 examines the em- 
ployment costs of disinflation for alternative dis- 
inflationary strategies. The basic difficulty faced 
by stabilization programs that are based mostly 
on monetary contraction is that the contraction 
operates only on currently negotiated contracts. 
The chapter notes that the sacrifice ratio (output 
loss per unit of reduced inflation) depends on 
whether expectations are rational or adaptive 
and on the credibility of policy. A more relevant 
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distinction that broadens the chapter’s results 
seems to be between quickly and slowly adjust- 
ing expectations both of which are rational. 
Chapter 8 discusses the output costs of disinfla- 
tion when the exchange rate is used as a nomi- 
nal anchor. Factors favoring an exchange rate 
over a money target during disinflation are dis- 
cussed. Hie lessons of this chapter and of the 
unpublished paper on which it is based may 
have influenced the successful July 1985 Israeli 
stabilization package. 

Fart III which focuses mostly on the theory 
of the demand, supply and valuation of index 
bonds is not discussed for reasons of brevity. 

The first chapter of Part IV (Ch. 13) is a well- 
known paper on long-term contracts and the 
optimal money supply rule which demonstrates 
that activist monetary policy is feasible and de- 
sirable even with rational expectations. The ori- 
gin of the result is in the (realistic) assumption 
that nominal contracts stretch over a period that 
is longer than the period over which new rele- 
vant information becomes available. Chapter 
14 summarizes the case in favor erf - activist mon- 
etary policy. Chapter 15 is one of the clearest 
formulations of the dynamic inconsistency of 
optimal fiscal policy. The chapter brings out 
the reason for the remarkable result (originally 
due to Finn Kydland and Edward Prescott 
1977) that the optimal policy is time inconsis- 
tent even when all individuals are identical and 
the policy maker maximizes the utility of the 
representative individual. Chapter 16 discusses 
the case for and against a national money. The 
chapter concludes that the benefits of a national 
money outweigh its costs. Chapter 17 is a case 
study of the Israeli inflation and indexation dur- 
ing the end of the seventies and the first part 
of the eighties. 

In the debate about the effectiveness and the 
desirability of activist monetary policies Fischer 
comes out as a strong believer in activist policy. 
This position as well as results concerning wage 
indexation and stability and the impact of alter- 
native disinflationary strategies are all anchored 
on the nominal contract paradigm. That is, the 
nominal wage rate is predetermined for the pe- 
riod of the contract and employment during 
the contract period is determined unilaterally 
by employers. There is little doubt that many 
wages are fixed for some time. However, the 
evidence on whether the employment decision 


in actual contracts is left to the employer is 
less clear. The book claims that in real life con- 
tracts it is left to die employer but does not 
provide much evidence. This and the closely 
related theoretical question concerning the op- 
timality of Fischer-Taylor nominal cont r acts 
should be viewed as subjects for future re- 
search. In genera] the models used in die book 
are rigorous but stripped down to the minimum 
necessary to discuss the main issue at hand 
without cluttering it with secondary details. It 
is interesting to observe how the author’s re- 
search focus evolved over time from various 
aspects of indexation in the mid seventies, 
through an extensive examination of the costs 
of inflation at the end of the seventies, to an 
investigation of alternative disinflationary strat- 
egies later on. The correlation of those issues 
with the rate of inflation in the U.S. is notable 
and underlines the focus of the book on timely 
policy issues. 

In conclusion academic, as well as policy ori- 
ented, economists will find in this collection 
of essays some of the most authoritative, up 
to date and relevant discussions of inflation, 
indexation and related policy issues. 

Alex Cukierman 

Tel Aviv University 
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The American business cycle: Continuity and 
change. Edited by Robert J. Gordon. Na- 
tional Bureau of Economic Research Studies 
in Business Cycles, vol. 25. Chicago and Lon- 
don: University of Chicago Press, 1986. Pp. 
xiv. 868. *78.00. ISBN 0-226-30452-3. 

JEL 87-0086 

The American Business Cycle is a book that 
all macroeconomists will want to own. This 
NBER conference volume contains thirteen es- 
says that place the modern American business 
cycle in historical context. The essays analyse 
such topics as how the behavior of the compo- 
nents of expenditure have changed over time 
and why aggregate economic performance may 
have improved b etwe en the prewar and post- 
war eras. While the various chapters make for 
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interesting reading, the book will be most use- 
ful as a compendium of facts. Economists inter- 
ested in a wide variety of macroeconomic rela- 
tionships will be able to discover the nature 
of those relationships in the periods on either 
side of World War II. 

Unlike most conference volumes. The Ameri- 
can Business Cycle is a reasonably coherent 
work. Most of the papers focus on the “continu- 
ity and change” in the American business cycle 
mentioned in the book’s subtitle. Hie excep- 
tions to this focus are found in the first section, 
which contains papers on the nature and source 
of cyclical behavior in the postwar period. One 
of the most interesting papers in this section 
is Olivier Blanchard and Mark Watson's analysis 
of “Are Business Cycles All Alike?” This study 
combines a vector autoregression and a simple 
structural model fitted to the resulting residuals 
to identify the source of shocks to the economy 
and to discover whether business cycles are 
caused by small, frequent shocks or by large, 
infrequent shocks. 

Another important paper in this section is 
J. Bradford DeLong and Lawrence Summer's 
contribution, “Are Business Cycles Symmetri- 
cal?” This study examines the usual . assertion 
that downturns are brief and severe relative 
to trend while expansions are longer and more 
gradual. DeLong and Summers conclude that 
business cycles are in fact reasonably sym- 
metric. As a result, they argue that there is 
little reason to prefer the traditional reference 
cycle approach to modem time-series methods. 

The other sections of the book deal with more 
historical topics. One major section includes 
three studies that analyze the continuity and 
change in the cyclical behavior of consumption, 
fixed investment, and inventories. All three of 
these studies contain interesting facts about die 
role of each component of expenditure in deter- 
mining aggregate behavior. However, they 
share the common limitation that they only deal 
with the period after 1918; they thus identify 
the “prewar” era with the Great Depression 
and reveal nothing about the American business 
cycle before World War I. 

This same limitation applies to Ben Bemanke 
and James Powell’s otherwise excellent paper, 
“The Cyclical Behavior of Indus trial Labor Mar- 
kets.” Included in the section entitled 
"Changes in Cyclical Behavior, " it compares 


the behavior of employment, wages, and pro- 
ductivity in the 1920s and 1930s to that in the 
postwar era. The paper analyzes a neglected 
National Industrial Conference Board data set 
derived from a monthly survey of a wide variety 
of manufacturing industries. Using modem 
time-series methods, Bemanke and Powell con- 
clude that facts typically associated with the 
postwar labor market, such as procyclical labor 
productivity, apply to the interwar period as 
well. 

Also included in the section on changes in 
cyclical behavior is an important debate be- 
tween John Taylor and DeLong and Summers 
on the source of improvements in macroeco- 
nomic stability between the prewar and postwar 
eras. Taylor argues that macroeconomic perfor- 
mance improved despite a decline in wage and 
price flexibility because the shocks to the econ- 
omy were smaller in the postwar period. De- 
Long and Summers, on the other hand, argue 
that the decline in wage and price flexibility 
actually caused the stabilization by preventing 
destabilizing movements in expected inflation 
and hence in the real rate of interest. 

While the preceding discussion should make 
clear that there is much of interest in The Amer- 
ican Business Cycle, it is perhaps useful to note 
some of its limitations. Hie most obvious con- 
cerns methodology. Nearly all of the authors 
pay homage to Arthur Bums and Wesley Mitch- 
ell’s classic study Measuring Business Cycles 
(1947). However, in place of the Bums and 
Mitchell reference cycles methodology, most 
of the authors use vector autoregression (VARs) 
to establish the “facts without theory.” Indeed, 
the use and respect for VARs is so prevalent 
in these essays that the authors of one of the 
few papers that includes a structural model feel 
compelled to explain to their colleagues that 
their model "is a vector autoregression that has 
been constrained in a particular way suggested 
by economic theory” (p. 195). 

Hie widespread use of VARs in many ways 
makes die analysis in several of the papers seem 
quite dated. While VARs were very new and 
appeared exceedingly promising at the time the 
papers were written, much has been learned 
in the nearly three years that elapsed between 
the conference and publication. For example, 
the research of Thomas Cooley and Stephen 
LeRoy (1985) has shown that many of tbe as- 
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ms associated with variance decompose 
d impulse response functions are as ar- 
ts the zero restrictions VARs were sup- 
o avoid. Furthermore, VARs tend to 
edingly hard to interpret. A common 
of many of the papers is that the VAR 
are ambiguous. 1 suspect that Allen 
a discussant at the conference, is cor* 
noting that “a principal conclusion to 
m is that you cannot get something for 
. If we are unwilling to impose a struc- 
the data . . . the data may mislead us 
epting that the world is as lacking in 
e as this approach” (p. 449). 
md way that the book is somewhat lim- 
xat it is basically Keynesian in approach, 
for an article by Robert Barro on the 
of budget deficits, die New Classical 
h to business cycles is ignored. Simi- 
he recent controversy over whether 
in feet a business cycle is not discussed. 
" the papers deals with the finding of 
Nelson and Charles Plosser (1982) (and 
lently elaborated on by John Campbell 
Gregory Manldw, forthcoming) that 
lay be a large permanent component 
utions in output. 

iresence of these limitations should not 
rom the importance of The American 
t Cycle. Rather, it should point out how 
urther research is needed before econo- 
iderstand the nature of economic fluctu- 
ad how those fluctuations have changed 
le. It is precisely in this future research 
; American Basinets Cycle will be most 
Its compilation of facts and insights will 
the starting point for additional re- 
in economic fluctuations in the years 

Christina D. Romer 
Eton University 
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Economic forecasting and policy — The interna- 
tional dimention. By John Llewellyn, 
Stephen Potter andLeeSamuelson. Inter- 
national Library of Economics series. Lon- 
don, Boston and Melbourne; Routledge and 
Kegan Paul, 1985. Pp. x. 288. $22.50. ISBN 
0-7102-0600-3. JEL 86-1062 

The principal thesis of this volume is the im- 
portance of allowing explicitly for international 
interdependence in the formulation and execu- 
tion of national economic policies. This convic- 
tion is rooted in the collective experience of 
the authors as long-term staff members of the 
Organization of Economic Cooperation and De- 
velopment (OECD). The book is both a non- 
technical primer on econometric forecasting 
and policy analysis using the OECD INTER- 
LINK multinational model and a commentary 
on and history of economic policy and its effect* 
in the OECD region since the 1950a. 

Part 1 deals with policy malting in an open 
world economy, including chapters on the con- 
tribution of policy in the 1950s and 1960s, policy 
successes and failures since the early 1970s, 
and the increasingly important influence of in- 
ternational linkages through trade, investment 
and finance. The discussion of linkages stresses 
both the external constraints on macroeconomic 
policies of individual countries. 

Hence for reasons that begin with the balance 
of payments and end with inflation, a country 
has little scope, in the great majority of cases, 
to allow its domestic demand to grow signifi- 
cantly fester than its traditional relativity with 
demand in its trading partners (pp. 58-59) 

and the amplification effects of synchronized 
expansionary or contractionary policies. These 
propositions are documented primarily by in- 
formal verbal analyses of selected historical epi- 
sodes. It is disappointing that greater use was 
not made of quantitative econometric analyses 
of the various historical episodes, such as roust 
have been made with INTERLINK and are abo 
available in publications from Project LINK and 
other multinational modeling eff ort s . Smrfhriy, 
there is very little sy s temati c information pro- 
vided on linked and unlinked policy multipliers 
in the OECD model. 
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The heart of the book is Part II on Interna- 
tiona] economic forecasting; it contains a de- 
scription of the genesis and characteristics of 
die INTERLINK model and its central role in 
the development of the semi-annual forecasts 
prepared for the meetings of die OECD Eco- 
nomic Policy Committee and subsequently 
published in the OECD Economic Outlook. In 
keeping with the purposes of the authors, the 
description of the structure of INTERLINK is 
qualitative and informal — nary an equation is 
to be found — providing the general reader with 
a basic outline of the system and its capabilities 
but containing little documentation for in- 
formed judgment on the technical merits of the 
model. 

In common with most multinational systems, 
INTERLINK comprises a set of structural coun- 
try models which are linked together by en- 
dogenous trade flows and prices as well as en- 
dogenous exchange rates and capital flows. The 
country models themselves are basically disag- 
gregated IS-LM models augmented with sup- 
ply-side equations for wage (labor-market Phil- 
lips curves) and price (markup equations with 
capacity utilization constraints) determination. 
On the international level, commodity prices 
also feed back to domestic cost and price struc- 
tures. Consistency of trade and financial flows 
and prices is assured by appropriate weighting 
procedures in the world solution algorithms. 

The description of the role of INTERLINK 
in the making of the periodic OECD forecasts 
will be especially interesting to users of the 
forecasts. The INTERLINK model basically de- 
termines the international consistency of the 
linked country forecasts, operating within the 
nontrivial constraints that policy variables must 
be set consistently with announced economic 
policies of the member governments and that 
nominal exchange rates are assumed to be un- 
changed over the 18-month forecasting horizon. 
Country-model inputs are provided largely by 
desk officers, and procedures have been worked 
out for systematic interaction between the 
INTERLINK model and the country specialists 
as the linked forecast evolves through succes- 
sive rounds. The final forecasts as published 
have therefore been scrutinized closely within 
the OECD research organization and also by 
experts from OECD member countries and the 
Economic Policy Committee. Presumably, 
however, the published forecasts may not rep- 


resent die preferred unconditional forecasts of 
the INTERLINK team, owing to die aforemen- 
tioned constraints involving announced policies 
and constant exchange rates. 

Part III contains a capsule history of macro- 
economic policies in the OECD region during 
1979-1983 and a chapter on international coop- 
eration in economic policy making, including 
historical examples of successful cooperation 
during the Smithsonian currency realignment 
of 1971 and the agreement on a coordinated 
policy package at the Bonn Summit of 1978. 
The authors conclude that cooperation involv- 
ing joint commitments to specified policy ac- 
tions has been disappointingly slim and discuss 
some of the obstacles to greater cooperation. 
Positive suggestions are offered as immediate 
steps to improved international cooperation: (1) 
achievement of agreement on appropriate poli- 
cies to improve supply-side performance by 
moving toward more market-conforming behav- 
ior, and (2) intensification of timely exchange 
of information among countries about current 
policy motivations, plans for the period ahead, 
and the ways in which they would be likely to 
respond to various contingencies. 

As the authors note, INTERLINK is not a 
research vehicle but a framework for deploying 
the empirical work of OECD Secretariat’s Eco- 
nomics and Statistics Department on issues 
which the Secretariat is regularly called upon 
to address (p. 162). This book provides an excel- 
lent description of the policy environment and 
institutional setting within which the model is 
employed and a judicious appraisal of the suc- 
cesses and failures of macroeconomic policy 
making in general since the 1950s. 

Bert C. Hickman 

Stanford University 

200 Quantitative Economic Methods and 
Data 

210 Econometric, Statistical, and 
Mathematical Methods and Models 

Fixed point theorems with applications to eco- 
nomics and game theory. By Kim C. Border. 
Cambridge, New York and Sydney: Cam- 
bridge University Press, 1985. Pp. viii, 129. 
$29.95. ISBN 0-521-28564-9. JEL 96-0447 
1 remember that, as a graduate student study- 
ing mathematical economics, I was constantly 
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on the lookout for good reference books. Where 
could 1 find the most elementary proof of Mi- 
chael* selection theorem? What was the rela- 
tionship between Brouwer’s fixed point theo- 
rem and the Knaster-Kuratowski-Mazurkiewicz 
lemma? The problem with looking through 
mathematics textbooks is that the topological 
tools used by economists are so specialized and 
that mathematics books contain so much infor- 
mation not immediately relevant to a mathe- 
matical economist. Books about mathematical 
economics, on the other hand, contain only the 
mathematics directly relevant to a specific ap- 
plication, often given without proofs and with- 
out explanations of interconnections between 
different mathematical results. 

This little book is the one that I was always 
looking for as a graduate student. It is a system- 
atic presentation of the fixed point theorems 
used in mathematical economics and game the- 
ory. As well as presenting statements and proofs 
of these theorems, the author shows how they 
are relevant in economics and game theory. 

After a brief introduction to general equilib- 
rium models and games, the book develops the 
basic concepts of convexity theory and topology 
to be used. It then goes on, over the space of 
four short chapters, to prove the Knaster-Kura- 
towsld-Mazurkiewicz lemma and Brouwer's 
fixed point theorem. The approach used is the 
combinatorial one: the author defines the con- 
cept of simplicial subdivisions and proves that 
each one contains a completely labeled subsim- 
plex. This is, of course, Spemer's lemma. Using 
the fact that every sequence on a compact set 
has a convergent subsequence, he then easily 
obtains the K-K-M lemma and Brouwer’s theo- 
rem. This approach is a popular one in econom- 
ics because, as the author explains, Herbert 
Scarf has converted a constructive proof of 
Spemer’s lemma into an algorithm for comput- 
ing approximate fixed points. 

Using similar elementary approaches the au- 
thor proves a number of important results that 
have been used by mathematical economists 
and game theorists. The most central of these 
are: the maximum theorem, which gives condi- 
tions under which the set of solutions to a 
constrained maximization problem varies as an 
upper-hemi-continuous, point-to-set corre- 
spondence with die parameters of die problem; 
Michael’s selection theorem, which gives condi- 
tion* under which a continuous function can 


be selected from a correspondence; Kakutani's 
fixed point theorem; and the Fan- Browder 
theorem, which gives conditions under which 
two correspondences defined on the same set 
have image sets that intersect 

The emphasis here is on the mathematical 
results themselves rather than their economic 
applications. Nonetheless, proofs of the exis- 
tence of equilibrium in market economies, of 
Nash equilibria in noncooperative games, and 
of-the core of cooperative games are included. 
The author has an interest in economies and 
games in which the agents do not have tran- 
sitive preferences, and so the book puts special 
emphasis on this topic, proving a number of 
original results. 

Perhaps the book’s greatest strength is that 
the level of mathematical sophistication it re- 
quires is uniform throughout. If die summary 
of its contents in the previous three paragraphs 
does not sound familiar, then this book is not 
for you. There is nothing in it, however, that 
a graduate student studying mathematical eco- 
nomics should not be able to follow and under- 
stand. Another feature that I find particularly 
attractive is the stress that it puts on the inter- 
connections and cross-references between re- 
sults. There are, in fact, two chapters devoted 
to such interconnections, for example, how the 
Fan-Browder theorem implies Kakutani's theo- 
rem, how the equilibrium existence theorem 
implies Brouwer's theorem, and, ofcoune, how 
the K-K-M lemma both implies and is implied 
by Brouwer’s theorem. 

One minor shortcoming is that die author 
cannot seem to decide whether he wants a text- 
book or a reference book. On one hand, too 
many proofs of results are left for exercises for 
it to be an ideal reference. On the other hand, 
the material is too specialized and there are 
not enough applications for it to serve as die 
principal textbook for a graduate course in 
mathematical economics. I would also have 
liked to see more use of simple diagrams to 
illustrate results, although there are a number 
of diagrams used effectively in the early parts 
of the book. 

A reviewer is always tempted to cr i bc ize a 
book for not being tbe one that be would w rit e 
if faced with the same task and e nd o we d with 
the same amount of energy as the author. As 
much as I enjoy this book, 1 will give in to 
this temptation and mention how disappointed 
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1 was not to see any material on topological 
index the orems or the Poincar^-Hopf theorem. 
These results, which are closely related to die 
material presented in this book, have been used 
over the past decade to prove the uniqueness 
of equilibrium in economies and games and, 
more recently, to prove the existence of equilib- 
ria in models with financial assets and models 
with sunspots. I would have very much liked 
to have a ready reference to these topics, writ- 
ten with the same conciseness and clarity as 
the material presented. 

Overall, this is a beautiful little book. As a 
researcher in mathematical economics and a 
teacher of graduate courses in the subject, I 
am very glad to have it on my bookshelf. I 
only wish that it had been written ten years 
ago so f could have had it as a student. 

Timothy J. Kehok 
Clare College , Cambridge 

120 Economic and Social Statistical 
Data and Analysis 

Income distribution: Theory, modeling, and 
case study of Brazil. By Gian S. Sahota and 
Carlos A. Rocca. Ames, Iowa: Iowa State 
University Press, 1985. Pp. ix, 236. 124.95. 
ISBN 0-8138-0988-6. JEL 86-1082 

In this book, Sahota and Rocca analyze in- 
come distribution in Brazil using an ambitious 
multisector multiregion model. While most 
specialists accept that the determination of in- 
come distribution in less developed countries 
is a very complex matter, only a handful of in- 
trepid explorers have charged ahead in this di- 
rection. Though not die largest such model in 
terms of number of equations, this one’s sub- 
tlety of specification makes it an interesting test 
of the potential of die genre in helping us to 
better understand income distribution and the 
policies that affect it. Brazil is an appropriate 
subject country. If not the extreme case of eco- 
nomic inequality in the world it is in the run- 
ning; it also has a history of rapid growth and 
structural change. Both authors have studied 
Brazil extensively. 

Sahota and Rocca begin with a useful chapter 
reviewing the com pe ting theories of personal 
income distribution. They then provide chap- 
ters on the major building blocks of the overall 
model — the urban sector, the agricultural sec- 


tor, the public sector, and die interregional 
flows of capital, labor, and goods. These self- 
contained submodels are tied together in the 
overall model, which is then used for several 
exercises in policy optimization. The submodels 
are used to calculate impact elasticities to show 
how changes in the exogenous variables affect 
the income of each of three income classes. 

The heart of the book, in which the models 
are developed and put through their paces, is 
a hard read, due both to the size of the appara- 
tus and to the frequent terseness of the discus- 
sion associated with individual equations. But 
it is a good base from which to consider the 
hoped-for strengths and the inevitable weak- 
nesses of the large computable general equilib- 
rium approach to the study of income distribu- 
tion. 

Chapter Two’s review of personal income dis- 
tribution theories, while only loosely connected 
to the rest of the book, effectively argues the 
importance of integrating the Cambridge theo- 
ries of inherited fortunes and the Chicago hu- 
man capital model. While that need should 
have been obvious to any but the wearer of 
ideological blinkers, the marriage has indeed 
been belated. The modeling of the rest of the 
book is similarly judicious in weaving together 
supply and demand side factors, so that results 
are not prejudiced by built-in bias toward either 
a strongly neoclassical or a strongly Keynesian 
structure. Unlike most analysts of distribution, 
the authors do try to incorporate public con- 
sumption in the income concept. And they al- 
low, both in principle and in their estimating 
procedures, for the possibility that imperfect 
markets can leave marginal value products un- 
equal to factor payments. 

Despite these promising features, avoidable 
and unavoidable problems diminish the contri- 
bution of this modeling effort to a better under- 
standing of income distribution in Brazil. Weak- 
ness and incompleteness of the data base is in 
die main unavoidable, though time does bring 
improvement. Inadequate time to probe indi- 
vidual relationships and the lade of solid prior 
work to aid one are matters of degree. Most 
of the few large distribution-oriented models 
undertaken so far, including this one, would 
have benefited from two to three times more 
work in trying to get the individual equations 
right, and from more team members to provide 
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9 on a wider range of issues. Finally, 
of the more serious weaknesses of the 
under review, the opaque nature of 
odels coupled with the costliness and/ 
alty of providing evidence on robustness 
sitivity can easily leave even the careful . 
inable to sort the wheat from the chaff, 
uch credibility should we give the con- 
coming from the “urban model” of 
3, that “government expenditure on 
m comes out pro-rich" (p. 54) when the 
'sets of changing supplies of educated 
are not included in the analysis (p. 
ad how plausible is die result that “past 
on growth in Brazil , through its general 
ium interactions, fosters growth of per 
icomes” (p. 154)? Perhaps it is so, but 
•e many slips twixt cup and lip in this 
nalysis. When the result of such a model 
:s with theoretical prediction or with 
al analysis in a partial framework one 
le," but when the opposite is the case 
iply cannot have much confidence in 
equilibrium results coming from a wob- 
nework. Sensitivity analysis and ex- 
discussions by the authors of the more 
nt conclusions would help. The former 
ovided here, partly because the tech- 
' optimization rather than simulation; 
:r is largely missing and were it provided 
le doubtful results which emerge from 
els, would contribute to a much bigger 
ew cautious readers will trust results 
hey not only are but can be seen to 
iting well-specified underlying relation- 
lowing this is a big Job. 
individual components of the Sahota- 
nodel, most of them previously pub- 
slsewhere, are, it seems to me, more 
ian the whole. They display much mod- 
lertise and more care than does their 
ion into the overall model. Their above- 
icd attention to price effects is unusually 
d there is no doubt that this exercise 
9s favorably to most models of the sort, 
rovide many specific insights for analysts 
ne distribution in less developed coun- 
ith both the complete model and the 
els providing useful heuristic devices 
dating the mechanisms underlying the 
tkm of income. But even leaving aside 
that die authors’ goal of undertaking 


dynamic policy analysis with the full model 
proved computationally impossible with their 
dynamic program, the basic problems of such 
models are all too present: one gives away too 
much of the potential richness of specification 
possible in partial analysis (partly through lack 
of knowledge of a specific area, partly through 
lack of energy, and partly because the model 
has to be contained within a reasonable size); 
and die opaqueness of the workings of the 
model together with the transparent oversim- 
plicity of some assumptions reduces its credibil- 
ity. 

R. Albert Berry 

University of Toronto 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial 
Theory and iNsimmoNS 

Perspectives on safe and sound banking: Past, 
present, and future. By George J. Benston, 
Robert A. Eisenbeis, Paul M. Honvrrz, 
Edward J. Kane, andGeohceG. Kaufman. 
MIT Press Series on the Regulation of Eco- 
nomic Activity. Washington, DC: American 
Bankers Association in cooperation with MIT 
Press, Cambridge, MA and London, 1966. 
Pp. xxi, 358. $19.95. ISBN 0-262-02246-X. 

JEL 87-0116 

The American Bankers Association, obviously 
concerned about the rising number of bonk fail- 
ures, commissioned five reputable economists 
to study and to report on the principal options 
and their recommendations for making the U S. 
banking system more safe and sound. The basic 
thrust of the Report is to shore up the existing 
system of government deposit insurance by in- 
novative reforms that will not appear too un- 
palatable either to the banks or to the regulators 
and to introduce more market discipline by hav- 
ing deposit holders and bank stockholders as- 
sume more risk while the regulatory agencies 
assume less. 

There are eleven chapters of the Report with 
each of the five authors having single or Joint 
responsibility for individual chapter s . The haz- 
ards of such a distribution of r es po ns ibility are 
obvious, but I found few fruits with the execu- 
tion. A Report, more than most multi-authored 
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books, must be the result of a consensus, since 
generating recommendations and not simply 
setting out the state of knowledge is its main 
purpose. 

The first five chapters address the broad 
questions of bank failure risk, number and sig- 
nificance of bank insolvencies in an historical 
context, remedies for eliminating bank failure 
including government and private deposit in- 
surance, and the central bank as lender of last 
resort. The remaining six chapters analyze and 
make specific recommendations for allowing a 
larger role for market discipline as a device for 
reducing overall bank risk, initiating market 
value reporting instead of historical cost ac- 
counting to improve the quality of basic ac- 
counting information, having bank insurance 
premiums adequately reflect bank risks, and 
increasing the effectiveness of bank supervision 
and performance. 

A twenty-two page appendix summarizes 
their recommendations including options spe- 
cifically rejected. Some of those recommenda- 
tions include: (1) Risk-adjusted charges for de- 
posit insurance to limit excessive risk-taking by 
bank owners; (2) the insuring agency and not 
die chartering agency should be given authority 
to close insolvent institutions promptly before 
net worth departs very much from zero to mini- 
mize losses of uninsured depositors; (3) more 
reliance should be placed on market discipline 
as a disincentive for excessive risk-taking; and 
(4) as lender of last resort, the Fed should lend 
only with fall collateral or through the deposit 
insuring agencies. 

The authors correctly identify the source of 
instability of deposit banking as the existence 
of par-value deposits — deposits fixed in price 
in terms of the money-of-account. But they say 
nothing about its rationale. They assume that 
it is external as do most bankers. Par-value de- 
posit banking provides the depositor with an 
asset with zero price risk while the bank share- 
holder assumes the burden of changes in net 
asset value. Its basic flaw is an innate suscepti- 
bility to bank failures. But what is difficult to 
comprehend is why the authors confined their 
analysis solely to makeshift rather than to ulti- 
mate remedies for bank insolvencies. A perma- 
nent solution resides in the abolition of par- 
value deposit banking. By converting deposi- 
tors from creditors of a bonk to mutual fund 


shareholders, the threat of insolvency posed by 
unanticipated asset liquidation vanishes; the full 
burden of asset losses is assumed by the deposi- 
tor. Deposits would be treated like shares in 
an open-end investment company or mutual 
fond to be redeemed at net asset value. The 
removal of the threat of bank runs undermines 
the foundation for entry restrictions into the 
transactions services industry. Non-par deposit 
banking removes the chief obstacle to relaxation 
of legal constraints on complete freedom of en- 
try into the banking industry. Understandably, 
the authors probably reasoned that so radical 
a solution was not what the ABA paid them 
for. Even if unacceptable to the bankers, there 
are ample reasons for at least informing the 
nonbank readers of an interesting alternative. 
The title of the report is: Report on the Perspec- 
tives on Safe and Sound Banking, Past, Present 
and Future. Non par-value deposit banking is 
certainly a feasible future perspective! 

The Report takes a revisionist approach to 
bank runs and their effects. It states that the 
risk of deposit runs is greatly overstated and 
that large scale bank failures do not happen to 
have been a normal part of the American scene 
(certainly more normal than experience 
abroad). In their judgment excessive sensitivity 
to bank deposit runs was a legacy of the Great 
Depression when more than 9000 banks failed 
between 1929-1933. It was the aftermath of 
that trauma that generated the view that all 
bank failures were an unmitigated evil. But as 
the authors rightly emphasize, bank failures per 
se are not necessarily harmful. Most of the fail- 
ures were highly localized with insignificant ef- 
fects on overall economic activity. Systemwide 
bank failures — more familiarly known as finan- 
cial crises or panics — have had more serious 
economic effects and are responsible for the 
public’s negative attitude to bank failures. 

Bank failures are perfectly consistent with a 
safe and sound banking system as long as they 
remain uncontagious. There may be more bank 
failures with increased bank efficiency and at 
the same time with appropriate reform less risk 
of systemwide financial crises. The question, 
however, still remains unanswered: When and 
under what circumstances do banking failures 
become systemwide banking panics? There is 
little comfort or solace in the author’s conclu- 
sion: as long as the central bank and the FD1C 
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meet their responsibilities, there is no danger 
of a collapse of the banking system. The same 
thing could have been said of the Fed in 1929. 

Elmus R. Wicker 

Indiana University 

Deregulating financial services: Public policy 
in flux. Edited by George G. Kaufman and 
Rogeh C. Kormendi. Mid America Institute 
for Public Policy Research Book series. Cam- 
bridge, MA: Harper and Row, Ballinger, 
1986. Pp. xiii, 223. $29.95. ISBN 0-88730- 
111-8. JEL 87-0124 

In what respects should banking be regu- 
lated? If any, according to what criteria? Not 
since the debate surrounding Peel’s Bank Char- 
ter Act of 1844, perhaps, has so much been 
written as in the last few years on the basic 
questions concerning government treatment of 
banks. Today, as then, debate has been stimu- 
lated by the manifest problems of a banking 
industry already regulated more heavily than 
other industries. Disinterested expert answers 
in both periods have ranged from “regulate 
nothing, in the interests of flexibility and effi- 
ciency" to “regulate in every way which prom- 
ises to promote stability and safety.” 

This volume presents seven essays by knowl- 
edgeable economists on how to reform U.S. 
banking regulation in the twin interests of safety 
and efficiency for the system. The authors and 
editors are all currently academicians, but the 
biographical information identifies every one 
of them as a former employee or current consul- 
tant (presumably paid) to two or more govern- 
ment agencies. The argumentation is both theo- 
retical and historical, carried on in prose 
adorned by relatively few statistics and almost 
no equations. The prose is blessedly readable 
for the most part. 

Six of the chapters originated as papers pre- 
sented at a conference organized by the Mid 
America Institute for Public Policy Research 
in June 1985, and are here published for the 
first time. The exception is Chapter 1 by 
George J. Benston, an earlier version of which 
was previously published in the Journal of Bank 
Research for 1983. Benston ’s essay gives a 
sweeping historical overview of the reasons 
(both ostensible and actual) for federal regula- 
tion of banking in the United States. The second 
chapter, coauthored by Benston and George 


G. Kaufman, surveys and evaluates the risks 
contributing to recent bank failures. Chapter 
3, by Allan H. Mekzer, urges the U.S. mone- 
tary authorities to pre-commit themselves to a 
Bage hot-type lender-of-last-resort policy. In 
Chapter 4, Edward J. Kane, drawing largely 
from a chapter of his recent book on The Gath- 
ering Crisis in Federal Deposit Insurance, 
launches a frontal attack against the mispricing 
and enlarged scope of FD1C and FSUC deposit 
guarantees. The fifth chapter offers Michael 
Mussa's views on the pros and cons of restrict- 
ing competition by banks. The succeeding 
chapter, by Franklin R. Edwards, considers the 
question of banking competition along antitrust 
lines. In die seventh chapter Robert A. Eisen- 
beis argues the case for no longer barring firms 
that provide banking services from entering 
other lines of financial services and commercial 
activity. 

The policy orientation of all seven essays is 
moderately free-market. It is moderate in that 
none of the authors argues for complete laissez- 
faire in banking. It is free-market in that the 
efficiency properties of unhampered market 
outcomes are emphasized. Numerous banking 
regulations are identified as impediments, 
sometimes intentional, to the development of 
a financial system that meets consumer de- 
mands efficiently. Despite minor differences 
between the more free-market authors (Ben- 
ston and Kaufman) and the more moderate ones 
(Mussa), the range of opinion here is narrow. 
Far from being a shortcoming, this gives die 
book a degree of coherence unusual fin- a confer- 
ence volume. 

A more serious conflict looms between the 
goals espoused coequal ly in the editors’ preface: 
efficiency and safety. To recommend more than 
the efficient level of safety, after all, is to pit 
one goal against the other. Unfortunately no 
one in the volume confronts this issue. Mussa's 
ex cathedra paragraph of rebuttal to “a purest 
[sic] believer in laissez-faire” (p. 129) and Meh- 
zer's passing re f erences to externalities (pp. 88, 
92) notwithstanding, no author a tte m pt s to re- 
but seriously the viewpoint that a first-best fi- 
nancial system operates under laissez-faire with 
a caveat emptor policy (only fraud is prohibited, 
and risk of bank failure is something b a n ks and 
their customers may privately choose to a ccept 
or to shift or reduce at a cost). From such a 
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viewpoint the essays argue largely for second- 
best reforms. Hie second-best set of financial 
Institutions they endorse differs from laissez- 
faire by containing a government deposit Insur- 
ance agency and central bank. It differs from 
today's status quo principally in having the de- 
posit insurance agency vary its premiums ac- 
cording to die riskiness of a bank’s portfolio 
(every single chapter criticizes the flatness of 
the FDIC's current premium structure), and 
in having the central bank precommitted to in- 
tervene as a classical lender of last resort (and 
only to intervene as such). 

An exception to the second-best orientation 
is the chapter by Mussa, much of which takes 
mispricing of deposit insurance for granted and 
accordingly descends into the exitless swamp 
of devising third-best policies which pile re- 
strictions on banks in an attempt to compensate 
for the associated distortations. 

The best chapters are the first (Benston), sec- 
ond (Benston and Kaufman), and fourth (Kane). 
The first is valuable for its no-nonsense debunk- 
ing of various myth-based rationales frequently 
offered for banking regulation. This debunk- 
ing — showing that the operative motivations for 
bank regulatory legislation have generally not 
been market failures but rather the desires to 
tax and to limit competition — is a useful anti- 
dote to the apologies for regulation commonly 
offered elsewhere, including later in this book. 
(I do not, however, understand Bens ton’s de- 
fense of reserve requirements, for these are 
subject to the same sort of debunking. ) I would 
recommend this chapter for the reading list of 
any money and banking course, undergraduate 
or graduate. 

Chapter 2 is recommended for its persuasive 
explanation of the increased frequency of fail- 
ures in recent years. Deregulation is exoner- 
ated, while extended and increasingly mis- 
priced deposit insurance {days a central role. 
Kane in Chapter 4, for more than any of the 
other authors, comments perceptively on the 
political obstacles that free- market reforms face, 
and shows a wry understanding of bow bureau- 
cracies should be expected to act. Hie irony 
is all the stronger, then, that he aims to “make 
the FDIC and FSLIC act more like private 
insurers” (p. 100) as though such a project were 
not contrary to all we know about bureaucratic 
impe ra tives. 

a n unusual feature of the volume, reflecting 


its origins in a reform-minded conference, is 
the inclusion of a list of policy recommendations 
accepted by a majority vote of the conference’s 
eighty participants. Like the essays, the recom- 
mendations reflect a moderate firee-market out- 
look. As interesting as the recommendations 
themselves is the inclusion of dissenting state- 
ments by unsatisfied participants. Some dissen- 
ters take a more radically laissez-faire line. The 
representatives of the smaller banks and die 
thrift industry, on the other hand, indicate 
clearly the special-interest opposition to free- 
market reform. True to the role of small banks 
in originally promoting FDIC insurance as a 
way to subsidize their competition for deposits 
against larger, sounder banks, the spokesmen 
for the Independent Bankers Association of 
America and the United States League of Sav- 
ings Institutions sharply dissent from proposals 
to limit the scope of deposit insurance. Not 
surprisingly, they also oppose a recommenda- 
tion of benign neglect toward banking mergers 
and acquisitions, and the thrifts’ spokesman 
protests recommendations to eliminate line-of- 
business and geographic restrictions on banks. 

This is a useful and informative volume. In 
focusing on moderate reforms the authors no 
doubt intended to avoid being unrealistic about 
what is attainable through the political process. 
There is room for disagreement, however, on 
the question of which ideal is more realizable 
and which more fantastic: a laissez-faire mone- 
tary system, or a government bureau that acts 
either (1) as if it were a private firm in a com- 
petitive market, or (2) selflessly and efficiently 
according to an academic blueprint. In any 
event the focus here is on making the best of 
our bank regulatory institutions rather than on 
possibilities for doing without them. Even a 
laissez-faire purist will find most of this effort 
pointed in the right direction. 

Lawrence H. White 
New York University 

Money, finance, and macroeconomic perfor- 
mance in Japan. By Yoshio Suzuki. Trans- 
lated by Robert Alan Feldman. New Ha- 
ven, CT and London: Yale University Press, 
1986. Pp. xvii, 218. $22.50. ISBN 0-300- 
03387-7. JEL 86-1090 

Since the beginning of die 1970c, die Japa- 
nese monetary system has experienced various 
fundamental changes; transition to floating ex- 
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rate*, two oil criies, financial innovation 
lew electronic device*, gradual de refu- 
nd internationalization. Thu*, the baiic 
eristics of the Japanese monetary sys- 
iscribed in Money and Banking in Con- 
ey Japan (Yale University Press 1980, 
y published in Japanese in 1974) by the 
ithor, have undergone many important 
ms. In this new book, Yoshio Suzuki 
le recent development of the Japanese 
•y and financial system and, at the same 
irveys recent studies on Japanese mac- 
imic performance by Japanese academ- 
in particular, by the Bank of Japan 
economists who have often been under 
ance. 

addresses the issue of the evolution 
nancial system. The author starts with 
Jtkin of the historical evolution of the 
i financial system focusing on the dual 
e of interest rates, namely, the coexis- 
regulated rates and market-determined 
nd indicates that rationales for keeping 
*y low interest rates to facilitate invest- 
in export-oriented sectors have been 
, Jh. 1). He then looks at several quanti- 
itios that indicate changes in the pattern 
of funds. The government sector has 
d as a large borrower, the corporate sec- 
lecome a less important borrower, and 
-ee of predominance of indirect finance 
the commercial banking sector has 
duced (Ch. 2). Japanese monetary insp- 
ire in transition as the result of financial 
ions. Dr. Suzuki analyzes the economic 
hat promote financial innovation. Such 
as technological improvement, high 
interest rates due to inflation, the de- 
opening the Japanese financial market 
gn competition and the increase in out- 
; public debt foster financial innovation 
nges in die regulatory framework (Ch. 
•egulation of interest rates facilitates 
Icient management of household port- 
nd changes the income velocity of 
The author attempts to contrast an 
/ equipped only with direct finance and 
ch only uses indirect finance (Ch. 4). 

of this book is devoted to a survey 
udies in monetary and macroeconomic 
ance of the Japanese economy. The au- 
tos with the overall view of the experi- 
Japanese inflation after the first and 


second oil crisis to the international context, 
sketches the debate on inflation in Japan, and 
describes the failures and successes to contain- 
ing inflationary pressure (Ch. 5). He then pro- 
ceeds to examine various empirical analyses of 
the relationship between the paths of money, 
price, and output in Japan (Ch. 6). Here, the 
reader will find the influence of new develop- 
ments in macroeconomics such as the rational 
expectations hypothesis and time-series analy- 
sis.- Dr. Suzuki and economists to the research 
institute to the Bank of Japan have experi- 
mented with new methods whenever available 
and wherever applicable, and they have natu- 
rally extended their scope to the determination 
of exchange rates (Ch. 7). Finally, he describes 
the shift of the intermediate target from interest 
rates to monetary aggregates, which was. sym- 
bolized by the announcement of the forecast 
of M2 beginning in the third quarter of 1978. 
The operating variable has throughout been the 
interbank interest rate (Ch. 8). One of his con- 
clusions is, “Japan has been less monetarist in 
rhetoric than either the United States or Great 
Britain, but for more monetarist in practice’* 

(p. xiv). 

I highly welcome the appearance of the En- 
glish version of this book for at least two rea- 
sons. First, it should update the understanding 
of the contemporary Japanese monetary system 
by English speaking readers. Many students 
of Japanese economy and society are prone to 
stereotyped views based on the description of 
the system at a prior period. Just as watchers 
of Japanese movies may include samurai and 
ninja, in their image of contemporary Japan, 
so students may believe Japanese financial mar- 
ket to be characterized by rigid interest rates 
and quantitative controls. This book is an effec- 
tive antidote to such misconceptions. 

Second, Part II provides several interesting 
examples for the comparative study of macro- 
economic performance between Japan and 
other industrialized countries. It is interesting 
to see, in many if not to all cases, that the 
methodology employed to test a certain hypoth- 
esis possesses a kind of robustness to such a 
way that it may test a similar hypothe si s to an- 
other country. 

Needless to say, there are many questions 
we would like to ask that are left un an sw er e d 
to this book. The author treats financial innova- 
tion as a process of the evolution of instit uti o n s 
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adapting to economic needs. May we neglect, 
however, the importance of individual or group 
political acton who are motivated by the bene- 
fits and costs of institutional changes? The shift 
of deposits to postal savings accounts provides 
an example of the importance of political inter- 
actions. Hie author admits the failure of mone- 
tary control during the first oil crisis, but he 
talks little about the role and the interaction 
among those who make economic policy. It may 
be difficult for an insider to criticize the failure 
of policy makers including the Bank of Japan. 
Still is it not possible to evaluate the success 
or the failure of each policy action beyond relat- 
ing public debt to “financial socialism” (p. 17)? 
Also it is not easy to grasp the author’s funda- 
mental frame of reference because quite a few 
different methodologies and theoretical frame- 
works are used or surveyed. Is it correct to 
conclude that Dr. Suzuki is more monetarist 
in spirit than in analysis? In any case, it would 
have been better if the author had provided 
an integrated framework within which the many 
approaches used hi Part 11 could be located. 

Despite these comments, I would like to con- 
gratulate the author for contributing an impor- 
tant monograph for an international audience. 
Robert Feldman, the author of another book 
Japanese Financial Markets (Cambridge, MA; 
MIT Press, 1986), has provided an excellent 
translation that leans more toward the rigorous 
conversion of the original Japanese than toward 
idiomatic English. 

Koichi Hamada 

Yale University 

3M Fiscal Theory and Policy; Public Finance 
United States taxes and tax policy. By David 
C. Davies. Cambridge, New York and Syd- 
ney: Cambridge University Press, 1986. Pp. 
xiv, 316. $34.50, cloth; $10.95, paper. ISBN 
0-521-30160-6. JEL 87-0139 

Making sense of debates about tax policy is 
both difficult and important. This book is in- 
tended to help lay persons and students, espe- 
cially advanced undergraduates, understand 
how the tax system works, what effects it has, 
and what should be done to change it. 

Its range is broad. The book is divided into 
fourteen chapters, the first and last are on eco- 
nomic and tax policy broadly defined. Separate 


chapters take up the personal income tax, the 
corporation income tax, the payroll tax, the 
value-added tax, the sales tax, state taxes, and 
local taxes. Additional chapters concern specific- 
problems or issues: inflation, capital gains, dis- 
tribution, and expenditure-versus-income taxa- 
tion. As this list suggests, but does not folly 
reveal, certain topics are treated several times 
in different places. The book devotes considera- 
ble attention to a subject too often ignored, 
the administrative costs of taxation. 

Unfortunately, the book (ails in its principle 
objectives. It dwells at puzzling length on as- 
pects of the tax system that no longer exist. 
Thus, it spends five and one-half pages on the 
issue of inflation-induced bracket creep in the 
personal income tax, a problem solved by legis- 
lation enacted in 1981. It spends several pages 
describing financial problems in social security 
solved in 1983. Seven pages are lavished on 
descriptions of value-added tax proposals ad- 
vanced by former Senator Russell Long and 
former Representative Al Ullman, although nei- 
ther was ever seriously considered. 

The book surveys conflicting analyses of bow 
the tax system affects the economy, but gives 
the reader little or no guidance on how to de- 
cide which of the arguments if any is valid. 
The chapter on the distribution of tax burdens 
illustrates the problem. This chapter is divided 
almost equally between descriptions of esti- 
mates of tax burdens by Joseph Pechman and 
Benjamin Okner on the one hand and by Edgar 
Browning and William Johnson on the other. 
Pechman and Okner present several estimates 
of the distribution of tax burdens based on alter- 
native incidence assumptions, but none sug- 
gests a high degree of progressivity for the cen- 
tral eight deciles of the income distribution. 
Browning and Johnson, in contrast, find that 
the average tax rate of the ninth decile is more 
than three times that of the second. 

In die face of such divergent findings, the 
nonspecialist reader is entitled to a discussion 
of why the results differ so widely, which proce- 
dures are preferable, and an appraisal of the 
entire technique of making empirical incidence 
estimates. What this book provides is two sen- 
tences on the source of the differences, and 
no evaluation of the relative merits of each set 
of estimates (other than the comment that the 
Pechman -Okner study is the “most ambitious 
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tax incidence study of any country” and that 
the Browning-Johnson study is “more recent’*). 
Hie book places proper stress on one of the 
shortcomings of empirical incidence studies 
based on annual survey data (the fact that pay- 
roll, sales, and some other taxes are related 
more closely to permanent than to annual in- 
come and hence that studies based on annual 
data overstate the regressive ty of such taxes), 
but it pays no attention to other arguably more 
important issues, such as the failure of these 
studies to take into account the effect of taxes 
on pretax incomes. 

Here and elsewhere, the book summarizes 
conflicting empirical results of the current tax 
system and policy recommendations on chang- 
ing it. Readers are made aware that economists 
reach different conclusions, and the author 
leaves them in no doubt where he stands. But 
they are given no understanding of the analyti- 
cal structure of the debate and hence no inde- 
pendent capacity to form judgments. 

A final problem is that the book has been 
rendered obsolete by events. Part of the prob- 
lem lies at the doorstep of the author and the 
publishers. Although the book was published 
in 1986, the bulk of the chapter on social secu- 
rity is devoted to financial problems that were 
largely solved in 1963 and the book makes no 
reference to the tax reform debate, which began 
in 1984. The enactment of the Tax Reform Act 
of 1986 makes much of the descriptive material 
on the personal and corporation income taxes 
of only historical interest. 

Henry Aaron 

Brookings Institution 

Analyzing redistribution policies: A study using 
Australian data. By Nanak Kakwani. Cam- 
bridge, New York and Sydney: Cambridge 
University Press, 1986. Pp. ix, 293. $47.50. 
ISBN 0-521-30838-0. JEL 87-0142 

This book offers a comprehensive quantitative 
study of income distribution and redistribution 
in Australia disaggregated by socioeconomic 
and geographical attributes such as sex, age, 
country of birth, employment, marital status 
and geographical location. The economic unit 
b the household; hence, the socioeconomic at- 
tributes considered are those of the household 
head. The data source is the 1975-76 House- 
hold Expenditure Survey. Some comparative 


analyses are made with other studies of Austra- 
lian income distribution based on the 1966-68 
Survey of Consumer Finances and Expendi- 
tures, and the income surveys conducted by 
die Australian Bureau of Statistics in 1968-69, 
1973-74 and 1978-79. 

The first part of the book presents a thorough 
discussion of the conceptual problems encoun- 
tered when dealing with the measurement of 
income distribution, inequality and welfare. It 
is a balanced appraisal of the pros and cons of 
die choice of individual, family or household 
as the income and expenditure unit. The author 
also discusses another contentious issue, i.e., 
the choice of the time unit of measurement. 
At this point, it becomes clear that the optimal 
time length is not invariant with respect to the 
choice of the income unit. The author makes 
a cogent comment on the limitations of die life 
cycle as the time unit over which income should 
be measured. 

Given the choice of the household income 
unit, the book discusses the household-equiva- 
lent scales used in Australia and explains the 
one used to account for the demographic struc- 
ture of this income unit. 

The second part deals with some of the basic 
issues in the measurement of income inequal- 
ity, redistribution, and equity. It presents a 
compact review of a selection of income in- 
equality measures and their corresponding 
equity and welfare interpretations. This re- 
viewer disagrees with some observations and 
interpretations of die Cini index taken uncriti- 
cally from the income distribution literature of 
the last sixteen years. On page 65, die author 
states that the "Gini index attaches more weight 
to transfers near the mode of the distribution 
than at the tails,” and on page 71 he adds that 
the Cini index “is extremely insensitive to re- 
distribution of income at the lower end of the 
distribution.” The former claim originates in 
an unwarranted extension to the continuous of 
a theorem deduced by Gini for a finite set of 
income units with different income levels. The 
latter stems from a misplaced in t erpre ta tion of 
a well-known property of the Cini index, i.e., 
given the size and the mean income of a popula- 
tion, an income unit transferred from a richer 
to a poorer member, without changing the in- 
come rank of the population, re d uces the in- 
equality in pro portion to the number of eon- 
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nomic units with income in between these two 
members. 

Contrary to what would be expected a priori, 
the asset and net worth shares of the lower 
income intervals in die 1966-68 Australian Sur- 
vey of Consumer Finance and Expenditures 
(Tables 3. 4 and 3.5) are higher than their corre- 
sponding income shares. Besides, the asset 
share of the open-ended income interval is also 
higher than the income share. This is an invita- 
tion to carry on a thorough inquiry in search 
of a meaningful explanation. 

The third part presents a detailed quantita- 
tive estimate and analysis of Australian house- 
hold income distribution. It deals with the fol- 
lowing income concepts: (1) original income; 
(2) gross income (original income plus govern- 
ment cash benefits); and (3) disposable income 
(gross income minus income tax paid). For each 
one of these the author calculates several mea- 
sures of income inequality. He also calculates 
an index of the progress ivity of government 
taxes and transfer payments. 

This reviewer disagrees with the assumptions 
underlying the author’s policy conclusions. For 
example, observing that the Australian data do 
not support the proposition that the share of 
employment income decreases with income, 
the author states that "it would appear, then, 
that any policy that increases the labor share 
of the functional distribution may increase 
rather than decrease the inequality of total 
household income” (p. 93). The labor share is 
an endogenous macroeconomic variable mainly 
determined by institutional structures, eco- 
nomic growth and modernization. These deter- 
minants, together with educational and finan- 
cial structures and investment in R&D, 
condition the stock and composition of human 
resources and assets, and consequently the 
level of income inequality. In an open economy, 
redistributive policies of taxation and transfers 
have a limited impact on inequality. 

The fourth and last part of this book deals 
with the measurement of welfare and poverty. 
The author follows the innovative path opened 
by Anuurtya Sen’s axiomatic approach (Sen 1974) 
to the measurement of social welfare, enriched 
with the author’s own past contributions. Social 
welfare is measured as a function of a non sep- 
arable household utility function, a welcome 
departure from the utilitarian approach that 


works with identical household utility function. 
Sen’s and Kakwani’s contributions purport to 
capture the sense of deprivation resulting from 
an economic unit's awareness of the number 
of those units with higher income (Sen's 
approach) or their corresponding income 
(Kakwani’s approach). Given past discussions 
of the Gini index’ implied social welfare, it is 
highly relevant to observe that both approaches 
lead to the derivation of a measure of social 
welfare that is a strictly decreasing function of 
the Gini index. This is an exceptional property 
of this index that is absent in other alternative 
measures of income inequality. 

The author’s welfare function is applied to 
estimate Australian social welfare correspond- 
ing to the 1975-76 distribution of original, 
gross, and disposable income, respectively. 
These estimates are disaggregated by quintile 
shares. The first quintile and sometimes the 
second quintile present negative social welfare 
estimates for the two positive (0.5 and 1) values 
of the parameter accounting for the household 
sense of deprivation arising from his interper- 
sonal income comparison. These negative social 
welfare estimates call for a socioeconomic inter- 
pretation. 

This book contains an exhaustive quantitative 
study of the 1975-76 Australian household in- 
come distribution. It surely provides the most 
detailed investigation of the Australian tax- 
transfer system so far attempted. It will become 
a standard reference for applied economic re- 
search on income distribution and some of its 
methodological discussions will stimulate fur- 
ther theoretical inquiry. 

CamiU) Dac.um 

The University of Ottawa 
Reference 

Sen, Amaktya. “Informational Bases of Alternative 
Welfare Approaches,”/. Public Econ., Nov. 1974, 
3(4), pp. 387-403. 

The rich, the poor, and the taxes they pay. 
By Joseph A. Pechman. Boulder, CO: West- 
view Press, 1986. Pp. xvi, 317. $40.00. ISBN 
0-6133-0376-1. JEL 87-0471 

By almost any standard, the Tax Reform Act 
of 1986 must be ranked as one of the most 
sweeping changes in die American income tax 
since the introduction of the tax in 1913. As 
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remarkable as the political coalition that made 
the Act possible was the collection of strange 
bedfellows that provided the intellectual ratio- 
nale for reform. On the one side were conserva- 
tive supply-side rs pushing low marginal tax 
rates and on the other a group of liberals who . 
supported broadening the income tax base. 
Most prominent among the latter group was 
Joseph Pechman, a tax expert who for over two 
decades has deftly balanced the roles of scholar 
and Washington insider. 

Ibis is a collection of articles and papers pub- 
lished by Pechman over the past twenty years, 
some in collaboration with others. The first two 
articles summarize his findings regarding the 
incidence of taxes in the U.S. using a data set 
combining tax return information with Census 
household surveys. The heart of the volume is 
composed of 11 articles on comprehensive in- 
come taxation and major structural issues in 
income tax design. Articles follow on revenue 
sharing, the negative income tax, and social se- 
curity. The last three articles present compara- 
tive information on the tax systems of other 
industrialized countries. Although there is 
some repetition, there is remarkably little over- 
lap. For some purposes, such as some tax policy 
courses, this book may well dominate Pech- 
man 's Federal Tax Policy , since it combines the 
structural discussion in that volume with useful 
material on incidence and foreign tax systems. 

Pechman ‘s most important contribution to 
positive analysis in this volume is the calcula- 
tions of the distribution of tax burdens by in- 
come class. If one accepts the Harberger view 
that the corporation income tax is borne by 
owners of capital, his calculations imply that 
the U.S. tax system as a whole is slightly pro- 
gressive. Alternative incidence assumptions 
make some difference, but not much. In the 
last 20 years the tax system has become more 
regressive due to increased reliance on payroll 
taxes and the declining importance of corporate 
taxation, a trend that he notes in other devel- 
oped countries as well. In contrast, transfer pay- 
ments are decidedly pro-poor in distributional 
impact. 

A second of Pech man’s lasting contributions 
to positive analysis is his analysis of the impact 
on effective tax rates of departures from a com- 
prehensive tax base. He captures this impact 
in one of the memorable graphs of tax analysis — 


a hill of increasing rates whose steepness is 
eroded by numerous exclusions, exemptions, 
deductions, and credits. The inevitable result 
is that the income tax is not nearly so pro- 
gressive as the statutory rate schedules would 
suggest. 

However, Pechman does not stop at positive 
analysis. He is an unabashed advocate of base 
broadening and progressivity. The very term 
“erosion” of the tax base is pejorative, suggest- 
ing the illegitimacy of exclusions and deduc- 
tions, but it has become standard public finance 
terminology. True to the tradition of Stanley 
Surrey and Richard Musgrave, Pechman is as 
uncompromising in his criticism of tax incen- 
tives as he is in his condemnation of reliance 
on regressive taxes such as the payroll tax. Re- 
flecting on the lack of progression in the tax 
system, he states. 

It may be that, at some distant future date, the 
rich will have enough income to satisfy not only 
their own needs, but also to help relieve the 
tax burdens of those who are less fortunate. In 
the meantime, the tax system will continue to 
disgrace the most affluent nation in the world. 

(p. ») 

One is tempted to read any collection of this 
sort as a kind of intellectual autobiography, re- 
vealing fixed convictions as well as changes of 
heart. For the most part this volume reveals a 
dogged consistency in attention to structure and 
incidence. For example, Pechman repeatedly 
criticizes departures from economic income in 
the form of abbreviated useful asset lives and 
the exclusion of state and local bond interest, 
income from IRAs, and fringe benefits. 

If there are shifts in emphasis, one may be 
an increased emphasis in Pechman s later work 
on simplicity itself as an objective in tax reform. 
Hiere also appears to be less patience with 
“subsidy-type” deductions, such as the charita- 
ble deduction, whose main objective is to en- 
courage certain lands of behavior. The only per- 
sonal deductions for which he expresses much 
sympathy are those for unusual or unavoidable 
expenses such as medical care, and even then 
be favors large floors to limit revenue loss. But 
by 1964 he seems to have become a hard-liner: 
"Every Item removed from the tax tase re d uce s 
revenue and probably makes the income tax 
less fair” (p. 56). 

The final section on foreign tax systems pro- 
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vides fascinating comparative material for stu- 
dents of the American tax system. We find, 
for example, that the Japanese tax system 
epitomizes some of the worst sins in the Pech- 
man canon — rampant tax incentives, resulting 
in base erosion significantly more pronounced 
than in the U.S. He also provides a careful 
comparison of effective tax rates in Britain and 
the U.S. 

One occupational hazard in Pechman’s line 
of work is the danger of becoming outdated as 
soon as the tax law changes. In this case Pech- 
man appears to be the victim of his own effec- 
tiveness in making the case for fundamental 
tax reform. Because the book was published 
in 1986 there is no mention of any of the sweep- 
ing changes brought about in the 1986 law — 
thus the volume takes on, more than it might 
otherwise, the character of historical manu- 
script rather than current policy analysis. One 
wishes to see Pechman’s assessment of the new 
law, although one can infer what it might be. 
For example, the continued nontaxation of capi- 
tal gains at death remains an important defi- 
ciency of the tax law. Fortunately, analytical 
work from this scholar continues to come forth 
unabated, so we need not treat this volume as 
his last word. 

Charles T. Clotfelter 

Duke University 

Studies in state and local public finance. Edited 
by Harvey S. Rosen. National Bureau of 
Economic Research Project Report series: 
Chicago and London: University of Chicago 
Press. Pp. viii, 236. ISBN 0-226-72621-5. 

JEL 87-0149 

In the past decade there has been a resur- 
gence of attention among public finance econo- 
mists to the political economy of federalism. 
This renewed interest has coincided with two 
sets of events. The first is the Reagan Adminis- 
tration’s New Federalism program, whose focus 
has been the shift of responsibility for public 
programs from the federal to state and local 
governments. The second is the emphasis in 
the public finance literature of the 1980s on 
the application of competitive market models 
to the study of the behavior of "competitive” 
local governments. The current emphasis is in 
marked contrast to die focus on the federal gov- 
ernment as a raiser of revenues in the public 


finance literature of prior decades. Whether the 
current emphasis on decentralization and com- 
petition is appropriate is an important subject 
for academic debate, and one about which our 
empirical knowledge is quite spotty. 

This volume makes an important contribution 
to our understanding about the state and local 
public sector. It includes six papers (and six 
brief comments) that were delivered at a Na- 
tional Bureau of Economic Research conference 
on state and local public finance in June, 1984. 
The conference was organized by Harvey S. 
Rosen, who was also responsible for editing the 
volume. The topics of the papers vary, and in- 
volve differing degrees of theoretical and empir- 
ical sophistication as well. But, when viewed 
in light of the larger set of work that the Na- 
tional Bureau has supported in the area of state 
and local public finance (through conferences 
and working papers), they add to our knowledge 
in a number of important ways. 

The first paper, “Explaining die Yield Spread 
between Taxable and Tax-exempt Bonds: The 
Role of Expected Tax Policy,” by James M. 
Poterba, represents a fine example of how fi- 
nance theory can be combined with careful em- 
pirical analysis to yield interesting conclusions. 
Poterba examines the yield spread between 
long-term taxable and tax-exempt bonds, and 
concludes that the market is segmented, with 
different investor groups interested in long- 
term bonds, and others in short-term. The strik- 
ing policy implication is that recent attacks on 
the growth of short-term borrowing by local 
governments have been inappropriately placed. 
Poterba’s results may need to be reexamined 
in light of the major changes brought about 
by the Tax Reform Act of 1986, but the frame- 
work makes this a relatively straightforward ef- 
fort. 

The second paper, “An Empirical Examina- 
tion of Municipal Financial Policy,” by Roger 
H. Gordon and Joel Slemrod, is the most pro- 
vocative and stimulating one in the book. Gor- 
don and Slemrod find substantia] support for 
the view that local governments have taken ad- 
vantage of opportunities for arbitrage created 
by the feet that governments have the option 
of raising money by borrowing at the tax free 
rate of return, or by raising taxes which reduces 
private savings. At the same time, these govern- 
ments can earn investment income at the tax- 
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ee rate. Despite the many legal restrictions 
at limit many governments’ ability to arbi- 
age, Gordon and Slemrod show that relatively 
or communities tend to rely more on bond 
urncing than wealthy communities, a result 
at is consistent with their arbitrage theory. 
The next two papers look at the empirical 
iplications of some particular state and local 
ivemment policies. In “Property Taxes and 
rm Location: Evidence from Proposition 13,” 
ichelle J. White uses the natural experiment 
sated by the passage of Proposition 13 in Cali- 
mia to study business location decisions. She 
ids that property taxes play a significant role 
the location of retailing and service firms, 
t not manufacturing firms. In "Welfare Ef- 
;ts of Marginal-Cost Taxation of Motor 
reight Transportation: A Study of Infrastruc- 
•e Pricing,” Kenneth A. Small and Clifford 
'inston provide empirical evidence that sug- 
:sts that the introduction of a nationwide pro- 
am of marginal cost pricing for heavy highway 
ihicles will result in a major welfare gain. 

The paper by Daniel R. Feenberg and Har- 
;y S. Rosen, “State Personal Income and Sales 
ixes, 1977-1983," utilizes some of the data 
at have been collected and analyzed as a part 
the National Bureau's state and local public 
lance project. Feenberg and Rosen’s paper 
iows the incredible heterogeneity in tax struc- 
es that exists among the fifty states. Whether 
id to what extent these differing structures 
t due to economic (as opposed to political 
id historical) motivations remains an interest- 
g, largely unanswered question. 

In an excellent concluding paper, “Educa- 
m. Welfare, and the "New” Federalism: State 
jdgeting in a Federalist Public Econonjy,” 
even C. Craig and Robert P. Inman develop 
general analytic framework for evaluating the 
Feet of federal grants on state and local govem- 
;nts. Unlike most earlier work which has 
sen highly aggregative, Craig and Inman look 
intly at education, welfare, other expendi- 
res, and revenues. The empirical portion of 
; paper provides strong support for the view 
at, if enacted, the New Federalism program 
ill lead to reduced government spending on 
aal programs such as welfare and education. 
All in all, the papers are of unusually high 
iality, u are the brief, but useful set of cont- 
ents on each. With interesting and careful 


empirical work in this area still an undervalued 
commodity, the editor and the authors should 
be commended for their valuable contributions. 

Daniel L. Rumnfeld 
University af California, Berkeley 
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Casino capitalism. By Susan Strange. Oxford 
and New York: Blackwell, 1986. Pp. vii, 207. 
$24.95. ISBN 0-631-15026-9. JEL 87-0504 
Ever since the relative tranquility of the fif- 
ties and the pre-Vietnam sixties was replaced 
by the turbulence of the seventies and eighties 
Casino Capitalism has been an apt label for 
advanced capitalist economies. When a position 
in a batch of principal-only mortgage securities 
can cost a firm as well disciplined as Merrill 
Lynch about a quarter of a billion dollars on 
literally the turn of a card, the economic order's 
resemblance to a gambling den becomes strik- 
ing. Furthermore when exchange rates and fi- 
nancing terms emulate a yo-yo, as they have 
during the past fifteen years of floating exchange 
rates, with serious consequences for jobs, 
prices, asset values and investment, the gam- 
bling den is unsavory. 

The flavor of concerns that should have been 
central to Strange’s volume was captured by 
Keynes in a passage in The General Theory 
that is part erf the currency of every econo- 
mist: 

Speculators may do no harm on a steady stream 
of enterprise. But the position is serious when 
enterprise becomes a bubble on a whirlpool of 
speculation. When the capital development of 
a country becomes a by-product of the activities 
of a casino, the job is Ekeiy to be ill done. (p. 
159) 

The implication of Keynes’ comment, and 
therefore of the title that Strange appropriated, 
is that speculation and efficient inv es t men t — 
capital development — are inversely related. 

It follows that a volume on C arin a Cipltdiia 
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needs to begin with a serious consideration of 
die determinants of investment in capitalist 
economies with sophisticated and ever evolving 
financial structures. Although in the beginning 
of the book some awareness of the relation be- 
tween speculation and efficient investment is 
evident. Strange does not examine closely how 
die capita] development of capitalist economies 
was affected by the financial evolution of die 
past decades. What she does do is present in 
a discursive and somewhat journalistic fashion 
the development of the international financial 
structure in recent years as well as a partial 
review of some interpretations of the import 
of financial arrangements. 

In spite of her approach the volume is useful. 
Economists, especially those who are comforta- 
ble wearing the blinders of neoclassical theory, 
tend to believe that the evolution of markets 
and institutions results mainly horn the utility 
and profit seeking behavior of units. To this 
Strange offers the useful antidote that "a mone- 
tary system cannot work effectively unless there 
is a political authority . . .” (p. 25), i.e., con- 
tracts need to be enforced. Therefore the out- 
comes in both the short and the longer runs 
are the joint result erf decisions by market par- 
ticipants and authorities. Furthermore, eco- 
nomic evolution leads to shifts in the balance 
of power between markets and states. 

This insight helps explain how the Bretton 
Woods system broke down. The "chaos” that 
Strange now finds in the international monetary 
regime is imputed to key decisions and nondeci- 
sions, mainly by the United States, both early 
on in the postwar period and after 1971. Her 
main point is that domestic concerns dominated 
decisions in the United States both when the 
United States acted and when it did not. As a 
result havoc was played with the order needed 
for world economic stability. 

I would have liked to report that Strange of- 
fers a coherent view of the evolutionary pro- 
cesses that have transformed (and continue to 
transform) the international economy since 
Bretton Woods, but I cannot. Her basic prem- 
ise that evolution results from the interplay of 
market and authority is a unifying concept that 
is potentially powerful. This potential power 
is vitiated because Stirange suffers from a com- 
mon British addiction, which is to bhune the 
United States for all that goes wrong, at the 


same time never bolding it responsible for 
things going well. 

It is evident that the world’s financial markets 
have become more fragile and the volatility of 
rates and instruments has increased. This com- 
bined with the irresponsibility and ignorance 
of governments has adversely affected many na- 
tional economies. However there was nothing 
in U.S. economic policy or in the evolution of 
financial markets that determined that Mexican 
nationals would literally steal the nation’s oil 
enterprise blind or that Argentina’s junta would 
stash away billions. 

The continuum between flight capital and 
portfolio diversification and the issues this 
raises is completely absent from Strange’s anal- 
ysis. Tlie mess to which she continuously refers 
is in good part due to the attractiveness of assets 
in the United States for international portfolios; 
this was a factor in the disastrous run up of 
the dollar as the growth of trade literally forced 
the authorities to liberalize markets. Strange 
is not happy with fluctuating rates, but she does 
not examine the impact of portfolio choices 
upon exchange rates as a means of explaining 
why the fluctuations are far greater than the 
theoretical arguments had indicated. The im- 
pact on trade balances of the overvalued dollar 
that resulted from portfolio choices has reduced 
the United States to a hat-in-hand giant, depen- 
dent upon the favors of trading and investing 
partners. 

Beggar my neighbor is a useful term that de- 
scribes the behavior of economies that maintain i 
domestic employment and profit levels by de- | 
vices that depress profits and employment of 
their trading partners. Keynes’ scheme, for a 
sterile international asset for settlement pur- 
poses that the banking authorities of countries 
with substantial international asset positions 
would have to accept if they persisted in main- 
taining surpluses, was an attempt to make beg- 
gar-my-neighbor policies obviously foolish. In 
today’s global financial market nationals of 
countries that beggar the United States acquire 
dollar earning assets, so that such behavior 
seems to have a positive payoff and therefore 
is not obviously foolish. 

Strange seems to despair of bringing order 
out of the chaos she sees. Because her view 
does not encompass portfolio choice* she does 
not recognize that foe task is easy in principle 
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though difficult in execution: order will replace 
turbulence when surplus economies that have 
substantial foreign assets, at present Germany 
and Japan, are forced by the international ar- 
rangements to become deficit countries on their 
trade accounts. 

Professor Strange has been ill served by the 
lag between the time her thinking for this book 
was fixed and the time this review is being wit- 
ten, for her integrating premise that the United 
States is dominant is now obsolete. Neverthe- 
less her message that an analytical system needs 
to integrate politics, institutions, authority and 
markets if it is to be useful in helping us under- 
stand how systems behave and evolve is valid 
and important. It survives the gaps in analysis, 
the chronic blaming of the United States, and 
even her exasperating errors. She was not well 
served by her editors: for example Frank H. 
Knight wrote Risk, Uncertainty, (not Certainty) 
and Profit, The New Deal’s NRA was the Na- 
tional Recovery (not Rehabilitation) Administra- 
tion, and Felix Royahtan is at Lazard F re res, 
not Salomon Brothers. 

Hyman P. Minsky 

Washington University 

600 Industrial Organization; 
Technological Change; Industry Studies 

610 Industrial Organization and 
Public Policy 

The bigness complex: Industry, labor, and gov- 
ernment in the American economy. By 
Walter Adams and James W. Brock. New 
York: Pantheon Books, 1986. Pp. xiii, 426. 
>22.95. ISBN 0-394-54721-7. JEL 87-QS25 
In this lively but polemical book, Adams and 
ode point to severe deficiencies in the sco- 
rn ic performance of U.S. big business, and 
w issue with both right and left wing views 
the appropriate public policy response, 
om what they refer to as the “Darwinian” 
rspective of the right, espoused by econo- 
sts of the Chicago school and fervently em- 
end by the Reagan administration, govem- 
>nt efforts to curb or reverse the growth of 
(ness are inevitably counterproductive, since 
itained size and power in five markets reflect 
lerior economic efficiency. From the left or 
aoJiberal” point of view, the government 


must play an active role in some sort of indus- 
trial policy, or tripartite dirigisme with industry 
and labor, to strengthen and revitalize the econ- 
omy in response to the challenge of work! com- 
petition. 

According to Adams and Brock, both Dar- 
winians and neoliberals make the same fatal 
errors in attributing the rise and continued pre- 
dominance of big business in this country to 
its superior economic performance, and in ac- 
cepting the corollary proposition that antitrust 
is an outmoded and harmful public policy con- 
cept. 

To dispel the “quintessential myth . . . that 
industrial giantism is the handmaiden of eco- 
nomic efficiency and consumer welfare” (p. xii), 
Adams and Brock examine efficiency at three 
levels, considering first operating efficiency, or 
cost of producing a given product, then dynamic 
efficiency, or innovation in both products and 
manufacturing processes, and finally social effi- 
ciency, or the desirability of the combination 
of goods and services produced. The record of 
big business, they conclude, has been deficient 
at all three levels. Abysmal performances by 
the steel and automobile industries weigh heav- 
ily in their indictment. 

The founding fathers' and Adam Smith’s 
views on economic power and its political con- 
trol are examined and found inadequate for to- 
day’s needs, leading to a lengthy discussion of 
the crucial role of antitrust in promoting compe- 
tition and controlling private business power. 
Existing law dealing with collusive conduct is 
considered effective, provided it is enforced rig- 
orously. But the courts’ emphasis cm intent and 
the need to show conduct aimed at monopoliz- 
ing are not folly consistent with the economic 
view of monopoly as a structural problem of 
market power. The law is quite ineffectual in 
dealing with oligopoly where overt collusion 
cannot be shown. Finally, antitrust has tailed 
to halt a "general trend toward increased con- 
centration” (p. 204) by merger, because of indif- 
ference by the Reagan administration, but more 
fundamentally because the need to show a less- 
ening of competition or tendency toward mo- 
nopoly in a narrowly defined relevant market 
hamstrings the law in an era of conglomerate 
merger. 

Alternatives to antitrust are rev iew ed and 
found wanting. The authors note with approval 
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the deregulation of structurally competitive in- 
dustries such as airlines and trucking in the 
wake of disillusioning experience with regula- 
tory commissions . But they warn that while eco- 
nomic deregulation promises great benefits, so- 
cial regulation to assure public health and safety 
in the face of market failures remains necessary. 
Governmental support of big business through 
such devices as import quotas, subsidization, 
and bailouts of large firms in financial distress 
is almost always rationalized by contending that 
the weakening or collapse of a major industry 
or large firm would lead to increased unemploy- 
ment, deterioration of the balance of payments, 
a weakening of national defense, or some other 
harm to the public. But in every instance dis- 
cussed the benefit was found to have redounded 
to private rather than public interests. Confron- 
tation between two economically powerful enti- 
ties, such as big unions bargaining with big 
firms, or major contractors negotiating with De- 
fense Department officials, is found to lead to 
coalescence of power rather than to Calbraith- 
ian countervai lance, to the detriment of the 
consuming or taxpaying public. 

The authors conclude with a set of “illustra- 
tive rather than exhaustive” policy recommen- 
dations in the areas of mergers and takeovers, 
foreign competition, deregulation, the wage- 
price spiral, defense contracting, and public 
bailouts, all designed to promote economic de- 
centralization and all “integrally linked with an- 
titrust as mutually reinforcing elements” (p. 
378). 

This book is and deserves to be evaluated 
as an essay in advocacy, aimed at a far wider 
audience than readers of the Journal of Eco- 
nomic Literature. For economists, however, it 
is unduly long on argumentation and horror- 
story anecdotes and corresponding short on bal- 
anced analysis. 

Members of the Chicago school who have 
defended big business and supported current 
corporate takeover tactics are depicted as see- 
ing “no need to examine the feels or amass volu- 
minous evdienee. . . . Logic indicates that it 
must be so. No need to investigate further” 
(p. xii). Notably ignored in this depiction are 
Harold Demsetz’s and Sam Peltzman’s striking 
but controversial empirical analyses of pro- 
ductive and innovative efficiency and the varied 


supportive and contradictory findings of subse- 
quent studies, as well as a number of investiga- 
tions of the effects of takeovers on subsequent 
market performance of the firms' common 
stocks and thus of the social efficacy of the mar- 
ket for takeovers originally posited by Henry 
Manne. 

Virtually all recent industrial organization 
work is ignored. Because of an “overemphasis 
on the mathematical-econometrics approach,” 
Adams and Brock assert, the current breed of 
economists, regardless of school or persuasion, 
“have tended to ask themselves questions that 
can be analyzed with their new techniques. 

. . . They play games they find amusing, rather 
than contemplate issues that are crucial and 
pressing" (p. 14). TTie “new” industrial organi- 
zation of the past decade, with its penetrating 
critiques of both the Darwinian and the neoli- 
beral views, is thus dismissed, as are the varied 
findings of a number of sophisticated economet- 
ric studies drawing on data from the Federal 
Trade Commission’s recently discontinued Line 
of Business Program. 

In sum, economists currently working in the 
field of industrial organization — including, iron- 
ically, those who share the authors’ concerns 
and support their policy prescriptions — take a 
bit of a bum rap in this book. 

William L. Baldwin 

Dartmouth College 

Who profits? Winners, losers, and government 

regulation. By Robert A. Leone. New York: 

Basic Books, 1986. Pp. xiii, 248. $17.05. 

ISBN 0-465-09183-0. JEL 86-1181 

This lucid book has an ambitious goal: “to 
show how an understanding of the competitive 
effects of government policy can contribute 
both to better decision making in the private 
sector and to wiser public policy" (p. 5). Toward 
this end, folly half of the book illustrates the 
ways in which regulatory policies affect the 
competitive positions of firms in an industry. 
Understanding the often complicated conse- 
quences of governmental policies can contrib- 
ute to the success of firms in competitive indus- 
tries. Understanding these consequences and 
the reaction of sophisticated firms also enables 
public sector managers to formulate appropriate 
and successful policies. The remainder of the 
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bode it dedicated to exploring the processes 
of policy formation. Understanding the deter- 
minants of regulatory policies may provide 
firms with important opportunities to structure 
their competitive environments. 

The motivations for this endeavor are clear. 
Government regulation plays an important role 
in determining the fortunes of contemporary 
commercial enterprises. Recognizing this role 
can be quite valuable to a firm contemplating 
an important decision, such as locating a plant, 
selecting among production technologies that 
vary in the proportion of fixed to variable costs, 
or augmenting or retiring capacity. Moreover, 
it is abundantly clear that regulatory policies 
are not formulated or implemented in a vac- 
uum. Processes of policy formation and imple- 
mentation can present important strategic op- 
portunities to firms. Acknowledging that firms 
have a legitimate and potentially constructive 
role to play in these processes may also help 
policy makers achieve their goals. 

The methodological foundations for under- 
standing how government affects business are 
reflected in the postulate of the "iron law.” The 
iron law states that "every act of government, 
no matter what its broader merits or demerits 
for society at large, creates winners and losers 
within the competitive sector of the economy” 
(p. 3). This postulate is illustrated repeatedly 
with reference to the actual, and often surpris- 
ing, consequences of regulations. These refer- 
ences are taken from materials used by Profes- 
sor Leone and others in teaching what might 
be referred to as “Public Sector Strategies" 
courses at Harvard's Kennedy School of Gov- 
ernment and the Graduate School of Business 
Administration. Most of these cases are quite 
rich and provide useful reading for almost any 
practitioner or scholar interested in the effects 
of government on business. Recognizing the 
existence of the iron law is a prerequisite for 
effective private sector strategies when govern- 
ment matters. 

Understanding that the iron law holds is, of 
course, not sufficient for successful private or 
public sector planning. One must also know 
bow government regulation matters: conse- 
quently, the next four chapters of the book 
identify die ways in which it affects the competi- 
tive positions of firms. Chapter Three presents 


an extremely cogent overview, with explicit ref- 
erences, of the variety of ways regulation affects 
costs. This chapter also illustrates the folly of 
die corporate strategy of reflexivdy opposing 
all proposed regulations. In some cases, regula- 
tion may serve to overcome coordination prob- 
lems among firms in the adoption of less costly 
production technologies. Leone offers the fluo- 
rocarbon bon as an example. In other cases it 
may affect firms’ costs differentially, altering 
theft relative competitive positions. Thus, pub- 
lic sector activities can provide important stra- 
tegic opportunities to firms whose private sec- 
tor decisions have been less than successful. 
This chapter also lays the foundation for the 
policy analysis of the later half of the book by 
illustrating that the way such regulations gener- 
ate "winners” and "losers” is likely to have some 
bearing on the political support for them. 

Chapters Four and Five are particularly use- 
ful for private sector managers contemplating 
the effects of regulation (or potential regulation) 
on their competitive positions. These chapters 
illustrate quite vividly how these elects are de- 
pendent upon the cost structures and die capac- 
ity decisions of the firm. The importance of 
knowing about potential government behavior 
when making such decisions is made dear. 
Chapter Six summarizes the analysis of Chap- 
ters One through Five with implications for the 
development of corporate strategy when public 
policy matters. The lessons are developed 
within the context of a case study of the behav- 
ior of major domestic automobile manufacturers 
in two important policy areas: the congressio- 
naily mandated corporate average fuel economy 
(CAFE) standards and voluntary import re- 
straints. 

The second half of the book, beginning with 
Chapter Seven, presents a “model” of the gov- 
ernmental (political and regulatory) process as 
applied to competitive markets. This model 
consists of a series of aphorisms most of which 
are illustrated by anecdote. For instance, to 
paraphrase the author, the policy process thinks 
in terms of distributional (wealth) conse- 
quences. Tangible losses count more than po- 
tential gains. Political actors are sometimes 
more concerned with the process of regulatory 
intervention than its outcome. Bureaucratic in- 
stitutions are, in con trast to private ins tit u tions. 
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organ bind in a bottom-up fashion where many 
of the decision-making powers reside in the 
technically proficient career civil service profes- 
sionals. The sequential nature of policy forma- 
tion is salient. Many political actors are myopic 
and risk-averse. And private sector managers 
themselves may have an inordinate preference 
for status quo regulatory policies (Ch. 7). These 
generalizations, while most assuredly unsettling 
to those who study political processes on a foil- 
time basis, may prove helpful to those with 
less experience or interest in the American gov- 
ernmental system. 

Chapters Eight through Ten utilize the politi- 
cal model developed in Chapter Seven to illus- 
trate sensible, and not so sensible, ways in 
which private sector managers can participate 
in the economic policy process. Chapter Eight 
contains the don't* of corporate participation 
in the policy formation process. For instance, 
responses to regulatory proposals tend too often 
to be ideological, technocratic (failing to recog- 
nize die political determinants of the regulatory 
process), reactive and ad hoc. These reactions 
also frequently fail to consider the differential 
effects that regulations may have on firms in 
the same industry (often working to some firms' 
advantage) and fail to recognize that the regula- 
tory process and its demands are constant fix- 
tures of any firm’s operating environment and 
will remain long after contemporary regulatory 
exigencies diminish. Chapters Nine and Ten 
develop, once again by explicit reference to par- 
ticular cases and examples, the dot of corporate 
participation in the policy process. Since these 
are the obverse of the don’t*, I will not bother 
to recount them here. Chapters Eleven and 
Twelve provide a summary of the book’s lessons 
aimed at public and private sector managers, 
respectively. 

This book provides an illuminating introduc- 
tion to the interactions of government and busi- 
ness and is especially aimed at novitiates (un- 
dergraduates or MBAs) or casual observers (the 
business press) of this process. I would strongly 
recommend it to such readers. It is too general, 
however, to be of practical value to players in 
this complex arena or to researchers in the poli- 
tics and economics of regulation. This is particu- 
larly trim when considering the political pre- 
scriptions contained in the later chapters. 
However, Professor Leone has provided a co- 


gent illustration of the complex relationships 
between government and business in the mod- 
ern American economy. 

Thomas W. Cilucan 
University of Southern California 

630 Industry Studies 

The changing structure of the U.S. economy: 
Lessons from the steel industry. By ZoltAn 
J. Acs. Foreword by Charles P. Kindle- 
bercer. New York; Eastbourne, Eng.; To- 
ronto and Sydney: Greenwood Press, Prae- 
ger, 1984. Pp. xvii, 246. $39.95. ISBN 
0-03-001092-6. JEL 86-1191 

The steel industry has often been the favorite 
choice of economists looking for an example of 
concentrated structure, administered pricing, 
and lagging innovative performance. Until re- 
cently, the industry exhibited all these charac- 
teristics. From the turn of the century until 
the mid-1960s, competition was almost absent 
from the American steel market. When chal- 
lenged by imports, the big steel producers 
bought time by means of successful protection- 
ist campaigns. Such lobbying required political 
support from die United Steelworkers Union 
and, to achieve this, managers were obliged 
to offer generous labor contracts and avoid mass 
layoffs associated with the shutdown of obsolete 
plants. As a consequence, the companies’ com- 
petitive position deteriorated further during the 
1970s. 

The combination of import restraints and 
high production costs of the established produc- 
ers facilitated the entry of new domestic com- 
petitors into the steel market, the so-called 
minimills. These firms, which made their first 
sporadic appearance in the late 1950s, melt 
scrap in electric furnaces. In contrast, the big 
"integrated” producers smelt iron ore in huge 
blast furnaces (at least in their principal plants) 
The small efficient scale of the minimills makes 
for easy entry. However, due to the large opti- 
mal size of hot strip mills, the small steel com- 
panies are confined to the production of bars, 
rods, and light structural* and unable to enter 
the much larger market for sheet products (al- 
though a breakthrough is now on the horizon). 

The minimill invasion of selected steel mar- 
kets rarely ensued in a competitive battle; for I 
the most part, the big mills simply retreated, I 
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focusing their attention instead on the nation’s 
capital and their two main preoccupations, im- 
port restraints and tax relief. 

Professor Acs chose this encounter between 
a young competitive “flexprice" sector and a 
rather stodgy corporate "firprice” sector as a 
model for deriving more general insights into 
the ongoing structural transformation .of the 
American economy. In the first part of his book 
he cements his analysis with a heavy dose of 
theory by drawing on the writing of such au- 
thors as Marshall, Kalecld, Berle, Means, Mills, 
Scitovsky, Sylos-Labini, Bain, Baumol, Simon, 
Williamson, Morris, Eichner, and Dirlam, 
Kaplan, and Lanzilotti. He concludes that the 
fixprice policy of large corporations is primarily 
a function of long-run costs and investment 
needs and that, due to the absence of a mecha- 
nism for periodic rejuvenation, die corporate 
sector is vulnerable to attack by the younger 
firms of the competitive sector. 

Part Two begins with a detailed description 
of the two major segments of the American steel 
industry, i.e., integrated producers and mini- 
mills. This is followed by an analysis of the inte- 
grated firms’ policies with respect to prices, 

| dividend payout, diversification, and invest- 
i ments. Professor Acs finds that steel prices are 
rigid in the short run and “seem to move with 
long-run normal costs, with labor costs being 
more significant than raw material costs” (p. 
122). He also corroborates the view, held by 
many observers of the steel industry, that there 
was no basis for the persistent complaints of 
steel company executives concerning lack of in- 
vestment funds for plant modernization. 

In the third and final part of the book, Hie 
author discusses the circumstances surrounding 
the presumed decline of the entire corporate 
sector of the United States and suggests mea- 
sures to transfer resources, especially labor and 
capital, from the corporate to the competitive 
sector. Among his specific recommendations 
are income support and retraining of displaced 
workers (with greater participation by local gov- 
ernments), abolition of the corporate income 
tax, and more bank loans to medium and small 
enterprises. He disapproves of the use of trade 
restraints and “industrial policies” for the pur- 
pose of preserving or stimulating domestic in- 
dustries. In passing, he dispenses harsh criti- 
ohms for the various economic policies of tart 


Democratic administrate^ and mostly p ejfiM 
for the policies of the present administriMb! 

Are there lessons to be learned from thesteel 
industry? Certainly, the industry is not so 
unique that no parallels can be drawn with 
other industries. For instance, its history dem- 
onstrates that prolonged absence of competitive 
pressures severely impaired the ability of man- 
agers to react to changes on both the demand 
and supply side of the market. Another lesson 
is that inefficiency in a basic industry has a 
broader impact on the economy than ineffi- 
ciency in a consumer goods industry. Thus, in 
the case of steel, it resulted in hardship for 
many customer industries. Fabricators and 
m a n u f acturers saw their international competi- 
tiveness deteriorate because their foreign rivals 
were able to buy cheaper and often better -steel. 
Eventually, many American companies were 
compelled to quit making certain steel-contain- 
ing components and import them instead or 
to move entire production units abroad. 

The author’s “lessons," enumerated in the 
introduction, are rather disappointing, in addi- 
tion to being flawed. The steel industry did 
not lose its international competitiveness in die 
1970s but two decades earlier; minimills do not 
generally employ more “high” technology than 
integrated producers; die market share of mini- 
mills in 1984 was not 40 percent but approxi- 
mately 16 percent; this is not the first time in 
100 yean that small steel firms have been able 
to compete with large ones (small specialty steel 
producers have done so for many years); large 
size is still a significant advantage (as in produc- 
ing sheet products); and no policies have re- 
cently been suggested to expand the steel in- 
dustry. The only valid lesson in the list is that, 
in a shrinking market, government assistance 
can do little to stem die decline of an industry. 

In view of the dramatic improvements in effi- 
ciency that have been achieved by the inte- 
grated firms since 1981, one might also take 
issue with the author’s conclusion, already re- 
ferred to, that the corporate sector lacks a 
mechanism for rejuvenation. The mechanism 
that set oft those drastic cost -cutting efforts was 
intensified competition (which, moreover, coin- 
cided with shandy foiling demand). Suddenly, 
in a period when import protection had been 
temporarily removed, the in te grated prod u c ers 
were able to do many of the things which they 
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had previously maintained were not feasible, 
as, e.g., the restructuring of their untidy em- 
pires (via wholesale elimination of obsolete ca- 
pacity and unprofitable product lines), pressure 
on the labor union to make concessions con- 
cerning wages, fringe benefits, and work rules, 
as well as the accelerated adoption of modem 
technology. The feet that costs were reduced 
by about 15 percent within three years and that, 
nevertheless, prices frequently fell far below 
production costs during this period also casts 
doubt on the author’s previously mentioned 
dictum regarding the inflexible behavior of steel 
prices and their relation to “normal" costs. 

In addition, the author is wrong when he 
implies that investments by the steel industry 
were inadequate to maintain modem facilities. 
Because of this presumed shortage of invest- 
ment funds, he suggests that the flow of invest- 
ments could have been increased by raising 
prices in the 1960s (an odd suggestion given 
the competitive situation at the time) or by 
means of suspending dividend payments and 
diversification programs. Hie problem, how- 
ever, was not lack of investment funds but poor 
investment decisions. From 1960 to 1980, 
American steel producers invested considerably 
more, per ton of capacity added or replaced, 
than their Japanese rivals. Unfortunately, their 
insistence on nursing along many marginal in- 
stallations and scattering their fends over an 
excessive number of duplicate facilities yielded 
very low capital efficiency. They spent a lot of 
money and had little to show for it in terms of 
internationally competitive plants. 

Despite its blemishes, the book has merits. 
Professor Acs often demonstrates a great deal 
of resourcefulness in his attempt to develop a 
theoretical interpretation of recent institutional 
and organizational changes afiecting the Ameri- 
can manufacturing sector. 

Hans Mueller 

Middle Tennessee State University 
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Agricultural household models: Extensions, ap- 
plications, and policy. Edited by Inderjit 
Singh, Lyn Squire and John Strauss. Balti- 
more and London: Johns Hopkins University 
Press for the World Bank, 1986. Pp. xi, 355. 
ISBN 0-8018-3149-0. JEL 87-0256 

The papers presented in this volume examine 
a variety of interesting issues related to agricul- 
tural household behavior. They cover topics 
such as the impact of agricultural pricing policy 
on nutritional status, the effect of yield risk on 
consumption and labor supply, and the effects 
of price changes on income distribution and 
foreign exchange earnings. Together they pro- 
vide an indication of how far agricultural house- 
hold models have come, and also an indication 
of what areas require further research. 

The volume is divided into two sections. The 
first provides an overview of the relevant theo- 
retical, empirical and policy issues. It consists 
of two chapters written by the editors and an 
appendix written by John Strauss. The first 
chapter sets out a simple model of agricultural 
household behavior, which is elaborated upon 
and extended in Strauss’ appendix. The model 
is used to demonstrate the feet that household 
production and consumption decisions can be 
treated recursively if markets are complete, 
households are price-takers and commodities 
are homogeneous. Specifically, production de- 
cisions will be made independently of consump- 
tion and leisure decisions; consumption and lei- 
sure decisions will be affected by production 
decisions through the effect of farm profits on 
income. The chapter also provides brief reviews 
of estimation issues, empirical results and possi- 
ble extensions of tbe simple model. The second 
chapter presents a discussion of several meth- 
odological issues, including the validity of the 
recursive model, problems associated with mul- 
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laricet analysis and data requirements for the 
Imation of agricultural household models, 
lie second section contains nine case studies 
t cover a diverse set of topics and use data 
m a wide range of countries. Each case study 
resents an extension of the simple model 
'eloped in the first section. The first paper 
the second section, by Indeijit Singh and 
aldram Subrain an ian extends the basic 
del to allow for more than one crop, and 
' linear programming models to characterize 
production side of the model. The next pa- 
', by Strauss, uses data from Sierra Leone 
sstimate a recursive model of form produc- 
and consumption. Strauss’ goal is to trace 
effects of changes in prices and technology 
household nutrition levels, 
dark Pitt and Marie Rusenzweig follow with 
extremely good study of the effects of food 
•_-e changes and health program interventions 
the health and profits of Indonesian formers. 
:y incorporate a household health produc- 
1 sector into a basic agricultural household 
del, and investigate the relationships be- 
en consumption and health and between 
ilth and profits. They find that although the 
dth of formers significantly affects the 
ount of labor supplied, health does not ap- 
r to affect farm profits. This implies that 
or markets are well-functioning, and pro- 
;s support for the use of a recursive model, 
lie next chapter, by Farrukh Iqbal, is one 
inly two in this volume which consider the 
jrtemporal decisions of agricultural house- 
ds. Iqbal estimates interest rate and borrow- 
equations for agricultural households in In- 
Because he assumes that interest rates will 
tend on household characteristics and on 
size, the recursive nature of the basic 
del must be abandoned. His results suggest 
‘ borrowing demand may be foiriy respon- 

* to interest rate changes. 

lie next two papers attempt to incorporate 
leral equilibrium considerations into the 
idard model. Victor Smith and John Strauss 
microsimulation to examine the effects of 
duct price changes and wage changes in- 
»d by product price changes on production, 
'sumption and total calorie consumption. 
*n, a paper by A vis hay Braverman and Jef- 

* Hammer explicitly includes general equi- 

lum effects. Paying careful attention to data 
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and computational requirements, they con- 
struct a simple general equilibrium model of a 
multimarket agricultural sector. Estimates of 
the model (based on Senegalese data) are used 
to simulate the effects of changes in product 
and input prices on such things as the distribu- 
tion of income across regions, agricultural pro- 
duction, and foreign exchange earnings. 

The final three papers deal with a grab bag 
of interesting topics. Terry Roe and Theodore 
Graham-Tomasi incorporate production risk 
into a dynamic agricultural household model. 
Terry Sicular extends the basic household 
model to examine the production decisions of 
Chinese form collectives given the presence of 
state-imposed quotas and restrictions. Ramon 
Lopez develops a model which is not recursive 
because family form members are assumed to 
value on-form and off-form work differently.- He 
uses Canadian data to test whether a recursive 
model is valid, and concludes that it is not. 

Because this volume contains such a diverse 
set of studies, anyone interested in this area 
of economics is sure to find value in at least 
some of the material presented. It should be 
noted, however, that the level of quality and 
degree iff sophistication vary considerably 
across chapters. For example, some authors 
painstakingly present very simple microeco- 
nomic concepts; others present very little dis- 
cussion iff the techniques used for quantitative 
analysis. Some authors present extremely good 
information about their data; others provide 
very little information, making the results diffi- 
cult to assess. Although this volume contains 
a lot of useful and interesting information, one 
will probably want to read some chapters care- 
fully and skim over others, depending on one's 
interests. 

Christina Paxson 

Princeton University 

800 Manpower; Labor; Popul ation 
830 Labob Mabkets; Pcmjc Poucr 

The minimum wage in the restaurant industry. 
By William T. Almsht. New York and Lon- 
don; Praeger, 1986. Pp. xiv, 161, ISBN O- 
275-92085-2. JEL 87-0275 

The impact and desirability of main tain teg a 
legal minimum wage has been, and will un- 
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doubted ly continue to be, a widely debated 
topic for economists and policy makers alike. 
Restaurant employees were not covered by the 
minimum wage in die U.S. until 1967, and fre- 
quent expansions in coverage and increases in 
the level of the statutory minimum provide im- 
portant variation for researchers to exploit. Fur- 
thermore, given the low level of wages in the 
industry it is likely that the minimum wage is 
a binding constraint for many restaurants. In 
this short book, William Alpert adds to the volu- 
minous scholarly research on the minimum 
wage by attempting to identify and quantify 
its effects on the restaurant industry. 

The first five chapters draw largely from sec- 
ondary sources to review the legislative history 
of the minimum wage as it applies to the restau- 
rant industry, outline the rapidly changing 
institutional and demographic features of the 
industry, and depict the structure of compensa- 
tion of restaurant employees. This material 
paves the way for the theoretical and empirical 
examination of the effects of the minimum wage 
that is presented in Chapters Six and Seven. 

Importantly, Alpert documents that the res- 
taurant industry is in a state of flux. Between 
1967 and 1978 the industry added almost two 
million employees, becoming the largest em- 
ployer among two-digit industries. Any disem- 
ployment effects of the minimum wage must 
therefore have affected the growth of the indus- 
try. Furthermore, this time period witnessed 
unprecedented growth in chain restaurants and 
a concomitant decline in traditional restaurants. 
Changes in the industry structure were accom- 
panied by changes in the demographic composi- 
tion of restaurant employees: restaurant em- 
ployees have become increasingly more female, 
younger and more likely to work part-time 
hours. Given the rapid changes and new devel- 
opments in dte industry, it is unfortunate that 
Alpert 's research primarily pertaiBe to years 
prior to 1979. 

The theoretical basis for the study is quite 
simple. The imposition of a minimum wage 
above the market clearing level gives cost mini- 
mizing employers an incentive to substitute 
capital for labor, substitute skilled labor for less 
skilled labor, scale beck the size of the restau- 
rant, reduce non wage compensation, and im- 
plement new labor saving technology which 
mtaht lead to an increase or decrease in the 


skill level of employees. Of course, employers 
can also fell to comply with the law since the 
penalty for noncompliance is minimal. Follow- 
ing the technique developed by Oriey Ashen- 
felter and Robert Smith (1979), Alpert estimates 
that approximately 45 percent of covered em- 
ployees who were earning less than the mini- 
mum wage continued to earn a subminimum 
wage after the law was enacted. Noncompliance 
is widespread. 

Unlike most previous studies of the impact 
of the minimum wage which narrowly focus on 
economy-wide employment effects for younger 
workers, Alpert’s study has the virtue of ad- 
dressing a multitude of avenues in which the 
minimum wage can influence a narrowly de- 
fined industry. He relies almost exclusively on 
quarterly time series data to estimate the im- 
pact of the minimum wage on employment, 
fringe benefits, wage dispersion, the wage 
level, restaurant failures, productivity and 
sales. The major findings are: 1) an increase 
in the minimum wage has a statistically insig- 
nificant effect on most fringe benefits; 2) an in- 
crease in the minimum wage is associated with 
a decline in employment, although 1 find it in- 
teresting that the employment-minimum wage 
elasticity that Alpert finds for the restaurant 
industry is substantially smaller than is gener- 
ally found for the economy as a whole (for a 
survey see Brown, Gilroy and Kohen 1983); 3) 
the minimum wage has reduced wage disper- 
sion in the restaurant industry somewhat and 
increased the level of wages. 

In what 1 consider the weakest section of the 
book, Alpert attempts to estimate the total 
amount of restaurant employment that was fore- 
gone due to die minimum wage. The basic ap- 
proach is to use quarterly data spanning the 
years 1967 to 1978 to fit a linear regression of 
restaurant employment relative to population 
on the coverage weighted minimum wage rela- 
tive to the average manufacturing wage, a time 
trend, and other controls, Alpert next uses the 
fitted regression model to estimate that the 600 
percent increase in the restaurant minimum 
wage relative to the average manufacturing 
wage that occurred between 1967 and 1978 re- 
duced restaurant employment by some 250,000 
to two million jobs. 

I find the results of this exercise questionable. 
The linear model seems implausible in this in- 
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stance, and Alpert does not present alternative 
results to support the robustness of His findings. 
Moreover, theoretical considerations and em- 
pirical evidence suggest that the level of cover- 
age and the minimum wage have differential 
effects on employment; Alpert’s specification 
constrains coverage and the minimum wage to 
have equal effects. Finally, the relevant hypo- 
thetical for the current policy debate is the ef- 
fect of a 10 to 20 percent increase in the mini- 
mum wage on employment, which Alpert's 
analysis suggests would only have a modest neg- 
ative effect on employment in the restaurant 
industry. 

As is the case with most government inter- 
ventions in the labor market, there are advan- 
tages and disadvantages to the minimum wage. 
Alpert’s book elucidates many aspects of the 
debate over the minimum wage by concentrat- 
ing on its quantitative effects on the restaurant 
industry. However, given the severe data limi- 
tations and uncertainty in the estimates, 1 
would advise readers to view Alpert's findings 
with a healthy dose of skepticism. 

Alan B. Krueger 

Princeton University 
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The new Keynesian economics: Unemployment , 
search and contracting. By Jeff Frank. New 
York: St Martin’s Press, 1966. Pp. xvii, 2S3. 
$27.50. ISBN 0-312-56822-3. JEL 87-0283 
This book seeks to be two things to many 
people. It is primarily an exposition of some 
central themes in macroeconomics, including 
traditional Keynesian and neo cl ass i ca l models, 
search theory and con t ract theory, with an em- 
phasis on the connections between these ap- 
proaches. In addition, Jeff Frank wishes to 
make the case that asymmetric-information con- 
tracting and monopolistic competition together 
Provide a basis for Keynesian models with solid 
microeconomic foundations. The potential 


readership thus includes both students and 
practitioners. This is an ambitious undertaking 
for a moderately-sized volume, and it is perhaps 
not surprising that Frank’s first aim is better 
served than his second. 

Part 1, comprising five chapters, considers 
traditional macroeconomic models. After a very 
brief nod to the stylized facts. Chapter 1 pre- 
sents a short history of macroeconomic theory. 
The next three chapters build the Keynesian 
and neoclassical approaches market by market: 
Chapter 2 sets out neoclassical labor market 
theory, and then amends it to the Keynesian 
(fix-price) case where firms perceive sales ra- 
tions; Chapters 3 and 4 discuss the loanable 
funds and money markets. Chapter 5 considers 
adjustment processes: Frank discusses fix -price 
models and the Phillips curve, concluding that 
these do not provide a satisfactory basis for 
Keynesian models. 

While Part 1 covers standard material, it does 
so in a dear, careful and appealing manner, 
making this a useful supplement to die (fre- 
quently inferior) treatment in intermediate 
macroeconomics texts. Students might have dif- 
ficulties, though, relating such texts to Frank’s 
analysis, given his decision to work in terms 
of a loanable funds market and his neglect of 
aggregate supply (due to the fix-price ap- 
proach). More discussion of these relationships 
would have been useful. 

Part II investigates how more complete anal- 
yses of the labor market may improve the mod- 
els developed thus far, with the ultimate aim 
of demonstrating Frank’s "fundamental thesis 
. . . the case for contracting in explaining mac- 
roeconomic fluctuations” (p. xv). The first two 
chapters address efficient search (including 
equilibrium business cycles and policy ineffec- 
tiveness) and contracting models. The author 
emphasizes that, with risk-neutral agents, con- 
tracting generates the same employment level 
as efficient search when placed in the same en- 
vironment, but can achieve this outcome by 
involuntary layoffs. 

Chapters 8 and 9 explore inefficiencies in 
these models. When workers search for jobs 
sequentially, firms need only pay workers their 
reservation wage, and hence the “last” firm pays 
a wage equal to the value of leisure. By back- 
wards induction, this becomes die equilibrium 
wage, implying, in turn, an inefficiently fow 
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level of search. This suggests explicit and im- 
plicit contracts as means for firms to commit 
to wages; asymmetric information, meanwhile, 
may render first-best contracts infeasible. 
Frank also discusses staggered/indexed con- 
tracts. Finally, he sets up his model of "equilib- 
rium recessions,” driven by monopolistic com- 
petition and asymmetric information, in 
Chapter 10. 

Chapters 6 to 9 are also valuable. They in- 
clude a clear presentation of most of the findings 
of search and contract theory of interest to ma- 
croeconomists. A pedagogical strength of die 
book is that the author uses simple, intuitive 
examples that strip these models to their essen- 
tials. In Chapters 6 and 7 this works particularly 
well. The exposition becomes less clear in the 
later chapters, because Frank varies his as- 
sumptions in an attempt to balance simplicity 
and generality. Occasionally, also, he pays in- 
sufficient attention to assumptions that are not 
innocuous, such as that of risk-averse firms in 
the asymmetric-information setting. It is an un- 
attractive feature of such models that firms tend 
to shed risk to workers; this deserves more dis- 
cussion. 

The final chapter is the longest, and sits un- 
easily with the other material. The author is 
no longer concerned with survey and synthesis, 
but instead presents original research; as such, 
the analysis probably belongs elsewhere. In 
Frank's model, risk-averse price-setting firms 
face two possible levels of aggregate demand 
(with known probabilities). Workers cannot ob- 
serve aggregate demand, so incentive-compat- 
ibility requires layoffs in the bad state. Frank 
shows that there exists a degree of firm risk 
aversion such that the low level of demand is 
self-fulfilling. 

The “coordination failure” literature, to 
which this chapter is a contribution, is still in 
its infancy, and the exact roles of imperfect com- 
petition and labor market Imperfections remain 
incompletely understood. The risk that a simple 
model may mislead, therefore, is greater than 
in earlier chapters, and readers could be for- 
given for being wary of Frank* conclusions. 
Such scepticism is justified. is wrong to 
state, for example, that “monopolistic competi- 


tion on its own . . . cannot lead to equilibrium 
recessions" (p. 233). There exist well-spectfied 
models where imperfect competition generates 
multiple equilibria indexed by the level of eco- 
nomic activity (for example, Walter P. Heller 
1986). Frank's fundamental thesis remains un- 
proven. 

This is not to say that Frank's model is unin- 
teresting: it shows that imperfect competition 
and contracting may interact in nontrivial ways, 
and it generates unemployment, rather than 
the underemployment of most other models in 
this literature. But it has some unappealing fea- 
tures that are discussed only briefly — notably 
the assumed unobservability of aggregate de- 
mand and the exogenous probability of reces- 
sion. It is also unfortunate that labor (with no 
leisure value) is the only nonproduced good, 
since Frank wishes to explain equilibrium re- 
cessions by firms’ having no incentive to change 
prices and set in motion real-balance effects. 
This argument seems peculiar in a model where 
real-balance effects are excluded by construc- 
tion . 

I have two final comments on the scope of 
this work. Frank takes it as self-evident that 
neoclassical theory cannot adequately explain 
macroeconomic fluctuations. Although I am 
sympathetic to this view, Frank should perhaps 
have acknowledged real business cycle theo- 
ries, which argue the contrary position. And I 
take issue with the title, which promises more 
than this volume delivers. While Frank is right 
to highlight search, contracting and coordina- 
tion failures, he makes no mention of efficiency 
wages, near-rationality/menu costs, or the hys- 
teresis literature, to mention just some other 
potential ingredients of a “new Keynesian eco- 
nomics.” 

Andrew John 

Michigan State University 
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The myth of market failure: Employment and 
the labor market in Mexico. Peter 
Gregory. World Bank Research Publication 
series. Baltimore and London: Johns Hopkins 
University Press for the World Bank, 1986. 
Pp. viii, 299. 934.50. ISBN 0-8018-3343-4. 

JEL 8 6-1240 

This book examines the functioning of the 
labor market in Mexico from 1940 to 1980. Four 
pages at the end discuss events after 1980, 
mostly a period of economic decline in Mexico, 
using the labor-market framework developed 
earlier in the bode. The theme of the examina- 
tion is captured in the title, that rather than 
being underutilized, "a growing labor force has 
been absorbed in productive employment" and 
“the terms of employment have shown a steady 
improvement throughout the course of forty 
years" (p. 268). The evidence presented por- 
trays an upward trend of real wages during the 
period examined. The author concludes: "Much 
of die qualitative evidence suggests that a large 
part of the urban unemployment may be fric- 
tional in character” (p. 267). 

Professor Gregory recognizes that these find- 
ings are at variance with conventional analysis 
and the bulk of the book presents data and in- 
terpretations to support this heterodox conclu- 
sion. One of the key conclusions is that the 
I decline in participation rates of teenagers and 
young adults has gone hand-in-hand with in- 
creases in school enrollments; schooling, he ar- 
gues, was substituted for labor-force participa- 
tion. He attributes the drop in participation of 
the elderly in the labor market to improved 
social security and increased family income. 
Open unemployment, as measured in Mexfpo, 
was less than four percent throughout the pe- 
riod examined and the author questions the 
techniques used to measure what is often de- 
picted to be underemployment affecting 45 to 
50 percent of the economically active popula- 
tion. His argument is that most part-time em- 
ployment is voluntary, particularly among tech- 
nical and professional groups and women. He 
also argues that much of the labor that appears 
to be surplus in rural areas divides its time 
between agricultural mid nonagricultural work, 
depending on die relative opportunity cost. 

There was much internal migration in Mexico 
during the forty years examined, particularly 
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to urban labor markets. Here again, die conclu- 
sion is that the system worked well. Most mi- 
grants found Jobs with short delays, within days 
or a few weeks, and at wages higher than in 
rural alternatives. Professor Gregory’s data also 
show that upward mobility over time was com- 
monly achieved by migrants. He is more tenta- 
tive about the impact on die wage level in Mex- 
ico of emigration to the United States. 

There are significant policy implications to 
the author’s conclusions. He asserts that Presi- 
dent Jos£ L6pez Portillo’s misreading of Mexi- 
co’s employment picture led to the fostering 
of accelerated but unsustainable economic 
growth in the years between 1978 and 1981 
and that this contributed to die economic crisis 
with which Mexico has had to cope during die 
last five years. 

Professor Gregory is most proficient in ‘mar- 
shalling his data and persuasive in interpreting 
them. Nevertheless, the reader is left with 
some doubts. For example, the 1980 census 
gives the absolute size of the labor force as 22 
million. Professor Gregory makes or accepts 
various adjustments to this figure and bases his 
analyses on a 1980 labor force of 20 million. 
The 1980 census, by general consensus, was 
deficient, but it is not fully dear even after 
reading the technical passages of the book that 
the case is iron clad for dropping two million 
persons from the labor force. If. in feet, the 
census data are reasonably correct, much of the 
subsequent analysis of underemployment and 
disguised unemployment is flawed. 

When choices must be made on which data 
to use or which interpretation of data is correct. 
Professor Gregory tends to dismiss the conven- 
tional view in favor of his own. He rejects the 
proposition that conditions for die most disad- 
vantaged workers may escape detection by cen- 
sus taken because in this instance he does not 
wish to discount die relevance of census data 
(p. 46). He reasons that die large number of 
hired agricultural laborers in some regions is 
best explained not by the availability of surplus 
labor but by the opportunity cost of landholders 
and their families who are able to accept off- 
farm labor because of their greater endowment 
of human capital (p. 129). He is willing to accept 
the conclusion of a survey with a small, non- 
scientifically selected sample made at two 
points in 1982 as evidence that most s t mtvw i k- 
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ers, nidi as bootblacks and auto watchers, 
prefer that to regular work (pp. 05-06). 

Professor Gregory has presented a profes- 
sionally competent analysis, supported by a 
mast of data, that the Mexican labor market 
did work efficiently during the forty years of 
consistently high rates of economic growth. 
While the analysis is impressive, I am not com- 
pletely persuaded that his thesis is correct. One 
reason is that he is an advocate, a persuasive 
and sophisticated one, but still a consistent ad- 
vocate of those explanations that fit his thesis 
rather than others that have merit. Another rea- 
son for my reservation is uncertainty that his 
manipulation of official data necessarily leads 
to correct figures. Even if they do not, however, 
this may not negate all the conclusions, such 
as on the trend of real wages. After reading 
Professor Gregory’s bode, I will never again 
accept without question the conventional expla- 
nations of the failure of the Mexican labor mar- 
ket during the halcyon years of sustained eco- 
nomic growth. 

Sidney Weinthaub 
University of Texas at Austin 

Saving free trade: A pragmatic approach. By 
Robert Z. Lawrence and Robert E. Litan. 
Washington, DC: Brookings Institution, 
1986. Pp. xi, 132. $22.95. ISBN 0-8157- 
5178-8. JEL 87-0288 

With the possible exception of the exercise 
of monopoly power in world markets, there is 
no economic case for protectionism. Almost all 
legitimate goals pursued through direct inter- 
vention in trade can be better accomplished 
by other policies. Quantitative restrictions, 
which eschew price incentives, lessen competi- 
tion at home, and beg for the exercise of market 
power by foreign suppliers, are in turn the 
worst form of protectionism. Set against this 
economic ease are recurrent provisions of relief 
to industries injured by import competition, 
an inevitable outgrowth of repre se ntative de- 
mocracy and economic nationalism. Congress 
has recently debated no fewer than six proposals 
to expand the scope and autoaptkity of escape 
clause relief through protection; ami quantita- 
tive restrictions (e.g. steel, cars, textiles) are 
seriously discussed and sometimes put in place. 

For “pragmatists ” Robert Lawrence and Rob- 
titan, the reconciliation of economic logic 


and political reality lies in legislative proce- 
dures which accommodate protectionist de- 
mands in the least onerous fashion. Their timely 
and compact analysis contains four substantive 
chapters. Hie (il)logic of protectionism is the 
thrust of Chapters 11 and IV, which respectively 
survey the issues and critique specific current 
legislative initiatives. The realistic alternative, 
in their view a modification of the existing pro- 
grams for escape clause relief and trade adjust- 
ment assistance, is the centerpiece of Chapters 
III and V. Here, respectively, the historical 
performance of these programs is reviewed and 
the proposed modifications are forwarded. 

The case for free trade is made in nontechni- 
cal fashion. It is documented with industry case 
histories and is especially fresh in speaking to 
popular rationalizations for protection. For ex- 
ample, it is argued that: i) tradable sectors are 
not peculiar in the risks they face nor in the 
mobility of their factors; thus, equity is not pro- 
moted by supplementing the Federal safety net 
with special relief from import competition; ii) 
historically and at a very high cost to consum- - 
ers, tariffs and quotas barely bolster employ- 
ment (because they reduce effective protection 
in sectors using the protected good as an input) 
and barely sustain existing jobs (because pro- 
tected industries usually retrench and relocate 
anyway); iii) current account imbalances reflect 
an intertemporal consumption decision over 
which trade intervention has small and uncer- 
tain leverage; and iv) protection as a tool of 
industrial policy and conditional on an approved 
adjustment plan promotes cartelization and 
substitutes central planning for individual ini- 
tiative. Readers will find an understatement at ■ 
points (e.g., wages and profits in tradable sec- I 
tors already compensate for the undiversifiable I 
risk of world markets) and an overstatement I 
at others (e.g., optimal tariff arguments are I 
overlooked and intertemporal consumption I 
paths can respond to the real income conse- I 
quences of protection under foil employment). 

But such subtleties of the high tower would 
be a diversion. From the ground level, quotas 
are bad policy; and protection is not the way 
to save jobs, improve the current account, or 
lower costs in threatened sectors. 

Rather, protection is aid. This was the bla- 
tant, original premise of the escape clause and j 
trade adjustment assistance (TAA) programs 
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which were to provide temporary relief under 
specific circumstance* in (implicit) exchange for 
a broad based lowering of trade barriers. These 
programs, we learn here, have evolved with 
mixed success. The former has proven strengths 
as a framework; International Trade Commis- 
sion rulings have been relatively isolated from 
partisan politics and special interest pressures, 
can establish uniform eligibility requirements 
and reporting standards, and have generally led 
to relief that is both temporary and tariff-based. 
The latter has potential strengths as a tool: it 
targets aid to displaced workers; does so in sub- 
sidy form; and, if continued after workers relo- 
cate, need not seriously disrupt resource reallo- 
cation. Lawrence and Li tan's specific proposal 
would combine these strengths by making TAA 
automatic and prohibiting the use of quantita- 
tive restrictions upon a finding of injury under 
the escape clause. Among other innovations, 
the proposal aims to increase relief through le- 
nient antitrust standards for injured sectors; and 
earmarked revenues from new tariffs and old 
quantitative restrictions converted to tariffs 
would amply fund a TAA generous by historical 
standards. As before the analysis is stark and, 
for this reader, convincing: a given volume of 
aid through the proposed channel would be 
cheaper and better targeted than through the 
existing programs or piecemeal legislation, and 
protection would be provided within a frame- 
work that does not mask its purpose. 

However, some issues remain. Lawrence and 
Li tan’s second-best solution is not free trade. 
Even if the new program diverted protectionist 
demands completely, tradable sectors would be 
over-insured and we have yet to devise a lump 
sum subsidy which would not impede resousce 
reallocation in the free of a trade shock. The 
new proposal would retain tariff relief, on which 
binding would depend: tariffs are far from a 
first best source of revenue and tool of subsidi- 
zation. The original escape clause and TAA took 
high tariffs as the status quo and made tariff 
reductions a (potential) Pareto improvement. 
The pragmatist, in effect, takes trade barriers 
in response to adverse shocks in international 
markets as the states quo. By making escape 
eftese relief more legitimate and accessible — 
specially tf legislators and their constituents 
view the new relief as a poor substitute in scope 
®nd form for the ol d we run the risk ^f In- 


creasing protectionist demands. For example, 
merger leniency for industries facing strong for- 
eign competition seems sensible, even innocu- 
ous. But for just this reason it may be perceived 
as a small favor and no substitute for quota pro- 
tection. 

More generally. Saving Free Trade is bound 
to provoke debate on the comparative social 
costs of alternative aid frameworks and on the 
precise nature of the political constraint which 
motivates its second best vision. By initiating 
this debate with sound arguments accessible 
to a wide audience, this book is a welcome con- 
tribution. It demands a reading by students and 
makers of U.S. trade policy. 

Michael Jones 

Bowdoin College 

The end of economic man? Custom and compe- 
tition in labour markets. By David Marsdbn. 

New York: St. Martin’s Press, 1966. Pp. ix, 

278. $27.50. ISBN 0-312-25069-X. 

JEL 87-0289 

Because many of the issues addressed by la- 
bor economists are also the subject of study 
by researchers in industrial relations and indus- 
trial sociology, there have been regular exhorta- 
tions over the years for greater cooperation be- 
tween the scholars in the three disciplines. 
More often than not, these exhortations have 
taken the form of specialists in industrial rela- 
tions and industrial sociology admonishing 
economists for the inadequacies of their models 
which are denounced as having assumptions or 
yielding implications in fiat contradiction to 
what is observed. In some instances these criti- 
cisms have merit and yet they have not had a 
significant impact on research in labor econom- 
ics, something that is itself of interest to stu- 
dents of scientific methodology. 

This book written by an industrial relations 
scholar is in this same critical tradition: in the 
search for a multidisciplinary approach to labor 
market problems, the author presents a selec- 
tive though wide-ranging commentary on re- 
search in labor economics. We are taken on a 
six chapter tour of models of implicit contracts, 
transactions costs, trade union behavior, dis- 
crimination, internal labor markets, segmented 
markets, and social custom. 1 found some of 
the author’s accounts of French rese ar ch on 
earnings and employment es p eci a ll y interest- 
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fog. For the most part, he avoids the most com* 
mon failing of scholars from other disciplines 
describing economists' models, that of drawing 
caricatures of these models. His readiness to 
contrast each model's central features with la- 
bor market practices, institutions, and out- 
comes is admirable and, occasionally, he is able 
to register some telling criticisms. However, 
some of the author’s expositions of economists’ 
research (such as that on implicit contracts and 
discrimination) are terse or idiosyncratic and 
those readers not already familiar with these 
models may well have difficulty in grasping 
their logical structures. 

Though he doesn’t quite express it this way, 
Marsden identifies the principle of substitution 
as the central concept in the way economists 
reason about labor market behavior: there is 
substitution in the form of alternative workers 
a firm could hire, alternative employers for 
whom individuals could work, alternative tech- 
nologies firms may use, alternative ways in 
which individuals may satisfy their wants, and 
so on. These (albeit limited) substitution possi- 
bilities are embodied in the objective functions 
of individuals and firms. Marsden argues that 
this principle of substitution operates to the 
degree economists posit in only two types of 
labor markets: those for unskilled or casual 
workers; and those where skills are fully trans- 
ferable across firms. He implies that these to- 
gether characterize a small number of labor 
markets in the modern economy. The substitu- 
tion principle is not a useful way to organize 
our thoughts, Marsden suggests, in markets for 
firm-specific skills. For such internal labor mar- 
kets, the methods of industrial relations re- 
search and sociology are more useful and these 
emphasize the role of institutions and social cus- 
toms not as manifestations of conventional sup- 
ply and demand or bargaining forces, but as 
impediments to or opponents of these forces. 
Marsden views firm-specific internal labor mar- 
kets as the norm where the behavior of such 
markets defies the sort of optimizing-type con- 
siderations that are the hallmark pf economic 
analysis. »> 

Economists will be hard presied to detect 
the differences between Marsden ’s views and 
those usually expressed by industrial relations 
researchers. If there are important differences, 
it would have helped had they been identified 
1 £ economists sympa- 


thize with his view and, indeed, certain game 
theoretic models provide a formal characteriza- 
tion of the role of custom, reputation, fairness, 
and other such considerations in affecting labor 
market outcomes. However, most economists 
will regret that such a small fraction of this book 
is taken up with developing the author’s alterna- 
tive view and with illustrating its analytical abil- 
ities. (Only a part of the last chapter is devoted 
to an outline of the research strategy Marsden 
advocates.) It is true that Marsden ’s central pur- 
pose is not to spell out and describe his pro- 
posed research method, but rather to critique 
certain contributions to labor economics re- 
search. However, without a convincing demon- 
stration of the insights to be gained from this 
alternative research strategy, the book is un- 
likely to have much influence on labor econom- 
ics thinking. What its impact will be on research 
in industrial relations and industrial sociology, 
I cannot say. 

John Pencavel 

Stanford University 

Alternative systems of business organization 
and of workers' remuneration. By J. E. 
Meade. London, Boston and Sydney: Allen 
and Unwin, 1986. Pp. x, 144. $24.95. ISBN 
0-04-031112-1. JEL 87-0290 

This monograph is an extended exercise in 
what may be called comparative institutional 
economics. It specifies a simple one-sector 
model erf the economy that involves product 
differentiation and increasing returns to scale 
on the supply side, and that is closed on the 
demand side by the stipulation that all income 
is consumed. The equilibrium and comparative 
static behavior of the model are examined under 
a number of different assumptions on the insti- 
tutional structure of the firm. The objective is 
to study the nature and the extent of the rela- 
tionship between economic outcomes and busi- 
ness organization. 

This kind of exercise has been performed with 
significant effect by Martin Weitzman in his 
writings on the macroeconomics of the “share” 
economy (Weitzman 1984). His basic theme is 
that in the long run erf a share economy firms 
will equilibrate at positive excess demand for 
labor. This is because the share economy by 
definition is one where the cost per unit of labor 
Ms as employment rises. A “small” deflation- 
ary shock will therefore leave the share econ- 
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omy at full employment, even in the short run. 

Meade presents his own work here as wholly 
inspired by that of Wei toman, although he has 
demonstrated previously a considerable inter- 
est in closely related areas. In this book he 
seeks to build on Weitoman’s work by consider- 
ing in a unified framework the comparative in- 
stitutional implications of a capitalist wage .econ- 
omy, a capitalist share economy, an egalitarian 
labor-managed firm and a discriminating labor- 
capital partnership. 

Meade’s main contribution is in the exposi- 
tion of “Discriminating Labour-Capital Partner- 
ships” given in Chapter VI. This picks up on 
a major problem with Weitoman: the fact that 
in his share economy firms can dilute the value 
of the individual worker’s “share” of the firm 
Sy increasing employment. Hiis feature is cen- 
tral to Weitoman s argument but is not plausible 
as a statement of what workers are likely to 
accept in practice. It is precisely these income- 
dilution effects from additional employment 
that distinguish the egalitarian labor-managed 
firm from the capitalist wage firm. Meade for- 
sakes egalitarianism, suggesting instead a fac- 
tors -remuneration scheme based on a common 
dividend payable to the owners of capital and 
labor share certificates. The capital certificates 
would be much like current stock-market share 
certificates. The labor certificates would be 
nontradable and would be surrendered only if 
the employee left the business voluntarily; in 
the case of layoff the worker would retain her 
claim on the firm’s income stream. The point 
of the scheme is that it allows the firm to dis- 
criminate between workers in its remuneration 
contracts; marginal workers can be hired, by 
the issue of shares, in a way that does not reduce 
income to the existing worker. Further, since 
the shares of both capital and labor have equal 
claim on the same dividend pie a substantial 
harmony between the interests of the two fac- 
tors is introduced: for example, the potential 
adverse consequences for capital investment 
found in a Weitoman-type share scheme can 
be avoided. 

Of course this scheme is based on negation 
of the principle of equal pay for equal work. 
And it has a number of other negative connota- 
tions. Nonetheless the implications of such a 
discriminating contractual form that puts labor 
*»d oqdtal on a partnership footing are interest- 
ing and are thoughtfully discussed. Forturutely 


this chapter relies hardly at all on the mechanics 
of the more formal preceding chapters and so 
is directly accessible to the reader. 

Utere are also a number of interesting themes 
elaborated in the penultimate chapter (Ch. V) 
where the author's version of die “Capitalist 
Sharing Economy” is presented and analyzed. 
In particular the demonstration that the share 
economy is vulnerable to entry by firms offering 
fixed-wage contracts unless the individual firms’ 
share parameters are flexible in the short run 
is important in considering the survivability of 
a share economy. The careful distinction made 
between the fixed-wage component and the 
share component of a worker’s remuneration 
is valuable, as are some remarks on the ramifica- 
tions of a share system for firms’ capital invest- 
ment decisions. Beyond this, Weitoman’s bask 
theme is corroborated in the context of this 
simple general equilibrium model of the econ- 
omy. 

This reader must report some disappoint- 
ments, however. The book is often hard to read, 
with completeness rather than clarity being em- 
phasized in the presentation of results. This is 
particularly true in the first half where the bask 
model is presented (Ch. II), and where the 
“Capitalist Wage Economy” (Ch. Ill) and the 
"Non-Discriminating Labour Co-operative” 
(Ch. IV) are analyzed. Very little of the material 
in these chapters is novel: it serves only as a 
Imckdrop for the final two chapters discussed 
above and as such could have been much more 
succinctly and tellingly presented. 

Hugh M. Neary 
University of British Columbia 
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Women and equal pay: The effects of legislation 
on female employment and wages in Britain. 
By A. Zabalza and Z. Tzannatos. Cam- 
bridge, New York and Melbourne: Cam- 
bridge University Press, 1885. Pp. ix, 140. 
$29.85. ISBN 0-521-30188-2. JEL 87-0985 
in 1970 Britain enacted the Equal Pay Act 
which became folly implemented at the end 
of 1975. Also at the end of 1975, the Sex Dis- 
crimination Act became law. Over the same 
brief legislative period, the relative wa g e s of 
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tioo, caused important changes in company in- 
dustrial-relations programs as well as in union 
policies and practices, especially in manufactur- 
ing industries. 

Hie authors emphasize that management pol- 
icies and actions have been the main driving 
force in American industrial relations during 
the 1970s and 1980s (p. 48). And they explain 
how a company’s industrial relations goals and 
programs can influence top-level strategic busi- 
ness decisions. The introduction of labor goals 
and programs into the process of top-level deci- 
sion making increases the need for revision of 
the theory of the Arm (as proposed by Herbert 
Simon, Richard Cyert, and others) for use in 
industrial relations analysis. 

Application of this broad framework shows 
that more studies and analysis are necessary 
before a body of generalization and testable 
propositions can be developed and used for pre- 
dictive purposes. Part of the problem is that 
U.S. industrial relations have varied so much 
across industries, companies, unions, and set- 
tings. Different types of industrial relations of- 
ten operate in the same area and even in differ- 
ent individual plants of large corporations. 

In a final chapter, the authors deal with the 
implications of developments during the past 
decade for company managements, union lead- 
ers, and public policy including legislation. 
However, they shun any prediction of the shape 
of American industrial relations in the future, 
pointing out that major developments in the 
past have seldom been foreseen. 

Whether developments during the past de- 
cade in all three tiers are substantial and wide- 
spread enough to constitute a new industrial 
relations system with staying power is a ques- 
tion that is being seriously discussed. Critics 
point out that union-management cooperation 
has a long and spotty history, arising under the 
stimulus of stressful conditions and tending to 
decline and disappear as the generating forces 
abate. Most of the material for making a judg- 
ment on die issue is contained in this book. 

Kochan, Katz, aid McKersie have made a 
major step forward in the systematic analysis 
of industrial relations in this country. They pro- 
vide a good basis tor further progress in theory 
and practice in die field. 

Richard A. Lester 

Princeton Univ er s ity 


The fourth wave: California's newest immi- 
grants. By Thomas Muller and Thomas 
J. EspenshaDe with Donald Manson, 
Manuel de la Puente, Mildred Gold- 
bercer and Juan Sanchez. Washington, 
DC: Urban Institute Press, 1985. Pp. xvii, 
217. $19.95, cloth: $12.95, paper. ISBN 
0-87766-349-1. JEL 86-0932 

Between 1970 and 1983, over two million 
foreigners immigrated to California (almost half 
of them to Los Angeles County). Asians ac- 
counted for about one-third of the total, but 
over two-fifths came from one country: Mexico. 
Thomas Muller, the principal author of this 
book, and Thomas Espenshade (who played 
Rimsky-Korsakov to Muller’s Mussorgsky, fin- 
ishing the manuscript when Muller took on an- 
other assignment) analyze the features and ef- 
fects of this immigration. Chapter 1 summarizes 
the history of immigration to the U.S., with 
special reference to California; Chapter 2 pre- 
sents an overview of the characteristics of recent 
immigrants to California and compares them 
with those of U.S. -bom residents; Chapter 3 
provides a detailed description of California’s 
Mexican immigrants. 

The bulk of the book's economic analysis — 
which focuses on Mexican immigration to Cali- 
fornia and its effects — appears in Chapters 4-6 
and discusses impacts on the labor market, ef- 
fects on state and local government expendi- 
tures and revenues, and other demographic, 
economic and fiscal effects. After examining es- 
timates of projected levels of labor supply and 
demands in the late 1980s and beyond in Chap- 
ter 7, the book concludes in Chapter 8 by con- 
sidering likely future trends in immigration to 
California and the potential consequences of 
alternative immigration policies. Several ap- 
pendices discuss technical issues, including the 
results of a poll of California residents’ attitudes 
towards immigration. 

On die whole, the authors are sanguine about 
California’s recent experience with immigra- 
tion, especially its economic consequences. 
Their relatively upbeat assessment resembles 
that adopted in another recent work on the 
same subject (McCarthy and Burciaga Valdez 
1986). For example, Muller and Espenshade 
write (p. 197): “in the aggregate, [the economic 
and fiscal] effects are probably positive, or at 
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least not negative, [so] noneconomic issues are 
likely to become increasingly important in for- 
mulating national immigration policy” (which, 
however, did not seem to be the case when 
Congress debated and ultimately adopted land- 
mark immigration legislation last year). They 
conclude that immigration has had negligible 
if any impact on employment and unemploy- 
ment rates, even among blacks, and that their 
results provide little support for the claim that 
Mexican immigrants “take jobs away from 
blacks” (see pp. 91-102). Similarly, with the 
exception of laborers and some other groups 
at the bottom of the occupational ladder, they 
do not find much evidence that immigrants (in 
particular, Mexican immigrants) appreciably 
depress natives’ wage rates (see pp. 109-23). 

Immigration’s fiscal effects may be one possi- 
ble cause for concern, however. The authors 
estimate that, in 1980, the cost of state and 
local government services provided to Mexican 
immigrant households in Los Angeles County 
averaged $2245 per immigrant household more 
than taxes received. State government bore 
most of this burden, which the authors say is 
primarily attributable to Mexican immigrants' 
relatively large families and relatively low earn- 
ings. However, spread over all households in 
the county, this deficit is only about $139 per 
household. Moreover, the authors probably 
overstate the immigrants’ total cost to govern- 
ment because they use per-pupil (i.e., average 
cost) rather than marginal cost figures in assess- 
ing immigrants’ use of the schools (which, in 
the authors’ calculations, is a large part of the 
total cost of immigrants to government). 

All in all. The Fourth Wave is a sensible and 
thoughtful assessment of what has — and has 
not — been happening in one of the states most 
heavily affected by immigration, especially 
Mexican immigration. It is a useful antidote 
to less careful (and at times regrettably emo- 
tional) discussion of a contentious topic. Since 
it covers not only economic but also social and 
cultural issues (e.g., crime, schools, family life) 
and is written in a clear and nontechnical man- 
ner, it should appeal to a wide audience. 

Unfortunately, the book’s appeal to special- 
ists, particularly economists, is likely to be 
somewhat limited. Partly because of die serious 
data limitations that hamper virtually all re- 
search on immigration, and partly because the 


book is (it appears) aimed mainly at nonspedal- 
ists. The Fourth Wave breaks little new ground 
in the analysis of the economic effects of immi- 
gration. Frequently, the authors attempt to 
draw inferences about the effects of immigration 
from comparisons of unadjusted levels (e.g., of 
employment or unemployment rates) a decade 
or more apart, with little or no attempt to allow 
for the effects of factors other than immigration. 
For example: 

The period from 1970 to 1982 was marked by 
rising rates of unemployment, both nationwide 
and in California. For all groups in the United 
States, unemployment rates mote than doubled. 
The smallest increases [in Los Angeles] were 
for blades . . . — 26 percent for adults and 36 
percent for teenagers— -followed [for California] 
by black teenagers ... In sum, trends in unem- 
ployment rates do not provide evidence of sharp 
job competition between immigrants and blacks. 

(p. 97) 

Comparisons of a similar nature are offered in 
support of the view that immigration may have 
retarded wage growth at the low end of the 
occupational spectrum (pp. 120-22). 

To their credit, the authors note that such 
comparisons do not allow for other factors, oper- 
ating along with (or in opposition to) immigra- 
tion, that may also have affected labor market 
outcomes over die same period (see, e.g., p. 
97). Accordingly, they present relatively simple 
regression analyses aimed at isolating the inde- 
pendent effect of Hispanic immigration on black 
unemployment rates (pp. 97-101) and black 
wages (pp. 122-23) using metropolitan area- 
level data aggregated from the 1980 Census. 
Neither analysis is particularly compelling. In 
each case, a measure of black economic status 
is regressed on a measure of Hispanic represen- 
tation or Mexican immigration; population 
change between 1970-80; percentage of area 
income earned in construction or durable 
goods; white economic status (either unemploy- 
ment rate or income) and percentage of blacks 
age 25 or older with at least a high school educa- 
tion. Arguably, all of these regressors (with the 
possible exception of the last one) are endoge- 
nous to Hispanic immigration; yet none of them 
will reflect non-Hisponic immigration (e.g., of 
Asians, which, as die authors the msel ves ob- 
serve, has become increasingly important in 
California). Finally, in the second of the two 
analyses die dependent variable is black jmaffy 
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income, the use of which seems a less than satis- 
factory means of assessing whether immigration 
affects Macks’ wage rates. 

Mark R. Kilungsworth 
Rutgers University 
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BIO Welfare, Health, and Education 

The economic emergence of women. By 
Barbara R. Bercmann. New York: Basic 
Books, 1966. Pp. x, 372. $19.95. ISBN 
0-465-01796-7. JEL 87-0611 

The Economic Emergence of Women is a 
lively discourse on the status of women in the 
work place and at home, and on the merits 
and drawbacks of alternative ways in which 
women might seek to change it. Bergman n sees 
die status of women at home as both a conse- 
quence and cause of their status in the work 
place. In the work place, she argues: 

Women are fenced off from a disproportionate 
share of what we might call “labor-market turf. ” 

As a result, the turf assigned to them tends to 
be relatively overcrowded. . . . That translates 
into restricted demand for tabor in the women's 
labor market and lowers the wage levels in the 
jobs that are filled there. It makes the wages 
low in the traditionally female occupations. It 
also lowers the pay of the jobs that women hold 
in occupations that are mixed-sex and mostly 
male. (p. 125) 

At her verbal best, the author displays a keen 
ability to show up the flaws in an opponent's 
position. In explaining one perspective on the 
occupational segregation of women that is fa- 
vored by some economists, she writes: 

Some economists have used deductive reaso ning 
to deny that occupational se^jpafon could be 
discriminatory. They point tgjpmpeiitive pres- 
sures on employ err that, tbegjw', compel them 
to minimise costs. . . .But awn incontroverti- 
ble evidence were p rianu j t sfr that compete n t 
women were being turned awtyby an employer, 


then governmental intervention still would not 
really be necessary. The employer to question 
would, after all, be in the process of committing 
economic suicide and would not be marring an 
otherwise discrimination-free labor market for 
very much longer, (p. 138) 

She goes on to suggest: 

We see thousands of business failures every year 
to the United States . . . ; but no one has ever 
reported seeing a firm that discriminated re- 
duced to ruin by a less bigoted competitor . . . 
(pp. 138-39) 

Commenting in a similar vein on certain hy- 
potheses for explaining intra-occupational fe- 
male-male pay differentials, Bergman n writes: 

Cary S. Becker has conjectured that differences 
in pay between men and women are in consider- 
able part due to housework differences between 
the sexes. . . . Women workers, he says, are 
tired from doing all die family’s housework, 
while men come to their jobs fresh from their 
rest and recreation. It is hard to believe, though, 
that female operators of slicing and cutting ma- 
chines make $192 and male operators of slicing 
and cutting machines make $303 because the 
males, being less tired, do a better job of slicing 
and cutting, (p. 123) 

From the perspective of substance and a care- 
ful treatment of alternative points of view, per- 
haps the two best chapters are Chapter 7 titled 
“Fighting Discrimination Through Affirmative 
Action" and Chapter 8 titled “Achieving Pay 
Equity.” Bergmann begins in Chapter 7 by ex- 
plaining the basic difference between affirma- 
tive action and pay equity measures. She goes 
on to outline the main affirmative action mea- 
sures that have been instituted in the United 
States, beginning with the passage of Title VII 
of the Civil Rights Act of 1964. She explains 
what sorts of practices are and are not treated 
as discriminatory under Title VII and subse- 
quent affirmative action measures, as these 
have been interpreted by the courts. She pro- 
vides an interesting perspective on the enforce- 
ment of Title VII by the Equal Employment 
Opportunity Commission. 

Bergmann also calls attention to a number 
of the more important problems involved in 
implementing affirmative action programs. For 
instance, she deals in a forthright manner with 
objections to quotas: 

The unstated essence of die complaint about,' 1 ' 
quotas is that the abo ve-av erage p erfor ma nce oft 
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certain group* (and the be low -average perfor- 
mance of other group*) cannot get proper recog- 
nition under affirmative action. It could in princi- 
ple, but in practice, it i* admittedly difficult to 
arrange . . . (p. 171) 

Her reply to those who oppose affirmative ac- 
tion because of the reliance on quotas is suc- 
cinct; 

The situation that most justifies affirmative action 
is where the ‘quota* fin- the excluded group has 
already been set — by the discriminators — at 
close to zero. Affirmative action then can be seen 
as upping an already existing quota into a fairer 
range, (p. 171) 

On a more general level, Bergmann argues that 
the unfortunate aspects of quotas must be bal- 
anced against "the reality of currently operating 
discrimination, the serious harm that discrimi- 
nation causes, and the lack of a feasible alterna- 
tive to deal with it” (p. 171). 

In Chapter 8, the author explains the similari- 
ties and the crucial difference between wage 
determination under a pay equity program and 
wage setting based on job evaluations as this 
practice is carried out by a considerable propor- 
tion of large employers in both the private and 
public sectors. On balance, she prefers the affir- 
mative action to the pay equity approach to 
redressing the disadvantaged position of women 
in the labor market. She explains: 

A successful affirmative action program . . . 
should have the same elect on wages as a well- 
planned and well-implemented pay equity pro- 
gram. Moreover, affirmative action has added 
benefits that pay equity reforms lack. Affirmative 
action allows women workers to have access to 
jobs they may enjoy and be good at, and it pro- 
motes the equality of men and women by casting 
them as equals on the job. It causes the adjust- 
ment of wages through the market mechanism 
and avoids any disemployment effect!. In fact, 
if affirmative action were proceeding rapidly, a 
pay equity campaign might be redundant . . . 

(p. 101) 

Bergmann argues that the consequences of 
sidelining affirmative action programs in the 
rush to have pay equity measures enacted will 
be unfortunate. Nevertheless she acquiesces to 
the judgment that the affirmative action pro- 
grams that have been implemented so Ear have 
done little to improve the wage situation of the 
majority of women who are working in tradi- 
tionally female jobs, She concedes .that pay 
equity could help these women in a timely way. 

t 


And she does endorse pay equity programs as 
“properly cleaned-up job evaluation schemes” 
drat provide "a promising methodology for the 
removal of sex bias from wage scales, one pio- 
neered by business itself” (p. 182). 

Like most books, this one has weaknesses 
as well as strengths. The first chapter draws 
on too many streams of thought from the litera- 
ture without providing sufficient background 
material for an uninitiated reader. There are 
assertions throughout the book that are not, 
and some that probably could not, be supported 
with evidence. The references provided to ac- 
tual court testimony are valuable, and the inclu- 
sion of excerpts from some of this testimony 
in the text adds considerable interest. The prac- 
tice of mixing this documentary evidence with 
observations and experiences reported to Berg- 
mann by some of her students is a dubious as- 
set, however. Also, some of the references to 
the academic literature do not provide exactly 
the evidence implied by the context in which 
these works are cited. For instance, Bergmann 
writes: “Fewer children have meant that more 
mothers are in paid jobs, but the effect has 
been relatively small” (p. 49). She cites our 
book (Nakamura and Nakamura 1965) as the 
source of this finding. What we actually found 
is that children have only a modest impact on 
the current work behavior of their mothers after 
controlling for work behavior in the previous 
year. This finding does not rule out the possibil- 
ity that changes over time in desired or ex- 
pected family size may have had substantial ef- 
fects on the training and career development 
decisions of young women, leading to an up- 
ward trend in the proportion of married women 
with jobs prior to the birth of their children, 
and to higher employment rates for mothers. 

On balance, however, this is an excellent 
book. The willingness Bergmann displays to 
compare the likely benefits and injustices asso- 
ciated with imperfect alternatives, without 
glossing over the drawbacks of the alternatives 
she prefers, should have an uplifting effect on 
the level of academic and political debate con- 
cerning proposed measures for improving the 
status of women. The author offers fresh in- 
sights and interesting recommendations on 
public policy for a broad range of topics includ- 
ing the wef&re system, the plight of the single 
parent, the job of the housewife, and the Indus- 
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totalization of housework and child care. She 
concludes with what she terms a “policy agenda 
for the sex-role revolution." The book is well 
worth its modest cost for both those who are 
actively concerned with the economic and social 
issues on feminist agendas, and for more gen- 
eral readers. 

Alice Nakamura and Masao Nakamura 
University of Alberta, Edmonton 
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Regional dynamics: Studies in adjustment 
theory. By Gordon L. Clark, Meric S. 
Gertler and John Whiteman. Boston, Lon- 
don and Sydney: Allen & Unwin, 1986. Pp. 
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This book seeks to provide a new approach 
to regional growth, focusing on dynamic adjust- 
ment processes. Short-run decisions are viewed 
as accumulating into long-run patterns of re- 
gional growth, income, and employment. Re- 
gional investment is volatile and conditioned 
by immediate past economic events rather than 
a stable long-run target. This approach is con- 
trasted throughout the book with three other 
perspectives: neoclassical economic theory 
emphasizing equilibrium outcomes; cumulative 
causation theory stressing self-reinforcing 
growth; and catastrophe models exhibiting 
smooth short-run growth followed by sudden 
reversals of investment and regional fortunes. 
Clark, Gertler, and Whiteman regard distribu- 
tion as central, including distribution of in- 
come, of power, and of uncertainty. They de- 
scribe regional adjustment as “a process by 
which a particular social and spatial distribution 
of uncertainty is created through production” 
(p. 20). The book’s empirical aim is to contrib- 
ute to an understanding of the transformation 
of the U.S. regional system since about 1950. 

Part I discusses the theory of regional adjust- 
ment, and tests a model of regional production 
for two industries, textiles and electronics, 
across states and regions of^h 6 U-S. Part II 


examines the demand for labor, with emphasis 
on fluctuations and rigidities in local labor mar- 
kets and the risks of employment loss. Part III 
focuses on local wages and prices, and Part IV 
on interregional labor migration, including rela- 
tionships between capital growth, inmigration, 
and outmigration. The final Part V examines 
regional capital dynamics, attempting to build 
a "bottom-up” characterization of the invest- 
ment process emphasizing past profits and the 
pre-existing stock of local or regional capital. 

The book tends to assume familiarity with 
the statistical techniques employed (e.g., sur- 
vival functions, Box-Jenkins techniques, cross- 
correlation functions, Granger and Newbold 
causality tests). It also draws heavily on previ- 
ously published work by the authors, not always 
smoothly integrated into a cohesive whole, and 
lacks any concluding section. For both reasons, 
it will be more accessible to specialists than to 
the general reader. 

Hie authors are correct to identify serious 
weaknesses in current theoretical approaches 
to regional growth. Starting instead from Kalec- 
kton roots, they characterize the process under 
study as one of capital accumulation. They ap- 
pear, however, to see only two theoretical alter- 
natives: treating investment and migration as 
highly volatile and essentially responding to 
short-run shocks; and positing long-run equilib- 
rium targets of firm or individual behavior. One 
can, however, conceive of firms as having long- 
run accumulation objectives which they at- 
tempt to realize through pricing, investment, 
and other strategic behavior, without viewing 
them as seeking equilibrium targets (Penrose 
1959; Shapiro 1981; Steindl 1976). Moreover, 
characterizing the investment process as a se- 
ries of responses to short-run shocks, without 
accounting for the shocks, limits one to descrip- 
tion rather than theoretical explanation. 

Much of the empirical analysis is posed not 
in terms of regions, but selected state-industry 
pairs (e.g., textiles in Alabama) or cities. The 
patterns analyzed often do not exhibit clear re- 
gional variation. The authors thus should make 
more dear whether the region is now a theoreti- 
cally meaningful object of study, and if so how 
to define it. Large-scale firms, which the au- 
thors point to but do not really incorporate into 
the analysis, tend to dissolve the economic re- 
gions of the nineteenth century. While the au- 
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thors’ effort to model investment as dependent 
upon past profitability is an important positive 
step, its effects on spatial development will de- 
pend upon the evolution of firms and the geo- 
graphical boundaries within which they deploy 
their retained earnings. In this connection it 
would be useful to have information on the size 
distribution and scope of operations of firms 
in the industries studied. 

The empirical results contain some poten- - 
Hally interesting findings, but serious difficul- 
ties arise in assessing their representativeness 
and implications. Textiles and electronics figure 
very heavily in the empirical work. These are 
two main industries cited by Massey (1984) and 
others as recently undergoing restructuring, 
with spatial consequences that may differ from 
other industries. The analysis of employment 
risk is based on only two cities, Dallas and Pitts- 
burgh, which are described as "growing” and 
“declining” respectively. Pittsburgh, while ex- 
periencing considerable economic difficulties, 
remains one of the leading U.S. cities in corpo- 
rate headquarters, and has a major research 
and technology university. The results on page 
123, for example, concerning risks of job loss 
in services and finance, insurance, and real 
estate might not be found in other northern 
cities. 

In a number of cases the empirical results 
are fairly inconclusive. For example, in investi- 
gating the relationship between capital growth 
and past profit and wage rates (pp. 311-12), 
none of the independent variables is significant 
in more than 30 of the 74 cases (state-industry 
pairs); in the subsequent investigation of capita] 
intensity the hypothesized negative, relation- 
ship between the profit rate and capital inten- 
sity is found in only 40 of the 74 cases. More- 
over, much greater caution should be exercised 
in inferring causality, rather than simply corre- 
lation, from the types of tests utilized (Cooley 
and LeRoy 1985). 

The authors seek to draw policy conclusions 


from their findings. They argue that in general 
gross profits rather than wages determine the 
demand for labor, and past retained earnings 
are crucial for capital formation. Consequently, 
economic development policy should be di- 
rected not toward reducing wages, but toward 
stimulating profits and improving accessibility 
to finance. In the zero-sum distributional game 
underlying their approach (p. 128), however, 
it is not clear how profits are to be increased 
if not at the expense of wages. A possibility 
deserving more consideration would be policies 
to increase productivity, perhaps through re- 
structuring work practices or other technologi- 
cal or organizational changes. 

In sum, the book is useful in highlighting 
the possibility of alternative theoretical ap- 
proaches to regional growth, and m suggesting 
avenues for empirical exploration, rather than 
in presenting a definitive treatment of its sub- 
ject. One can hope that it will stimulate further 
research to develop the theoretical and empiri- 
cal bases for an understanding of regional 
growth rooted in elements Clark, Cerder, and 
Whiteman rightly stress as central, including 
capital accumulation, the role of past profits, 
uncertainty, and distribution. 

Carol E. Heim 

University of Massachusetts, Amherst 
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CH, George Leland. Economics: Analysis, dad- 
ion making, and policy. Eleventh edition. With 
Robert Flanagan et al Englewood Cliffs, N.J.: 
Prentice-Hall. [1954 . . .1980] 1987. Pp. xv. 752. 

SBN 0-15-227240-7. JEL 87-0970 

An updated version of an introductory textbook 
■mphasizing the working of the major institutions 
if the modern economy and die way the economy 
works in dealing with both public and private prob- 
ems. This edition gives special attention to: macro- 
iconomics, political economics, the modem cor- 
loratkm, international economics, money and 
Inancial markets, income distribution and labor 
iconomics, and economic growth. Teaching aids 
nciude tut instructor's manual, student workbook, 
uid test item file. Also available in two paperback 
iditiom separating chapters suitable for macroeco- 
tomics and microeconomics courses. Bach is at 
Stanford University. Name and subject indexes. 

-kba, William E. and Walstad, William B., 
ids. Econometric modeling in economic education 
•esearch. International Series in Economic Model- 
ng. N orwell, Mass.; Dordrecht and Lancaster: 
'Juwer Academic: Kluwer-Nijhoff 1987. Pp. xiv, 

255. $54.95. ISBN 0-89838-218-1. 

JEL 87-0971 

Twelve papers examine the relevance of econo- 
netric techniques to economic education. Papers 
iiacuss: statistical methods in economic education 
eseardi; the process of building theoretical mod- 
ds; measuring interve n tion, interaction, and distri- 
bution effects with dummy variable*; experimental 
md poe ex p er imental approac h es to sta t istical re- 
March; measurement instrument*, simultaneous 
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equations estimation; two-stage least squares esti- 
mation; the probit model; tire analysis of qualitative 
and limited responses; limited and discrete depen- 
dent variable models; simultaneous nonlinear 
learning models; and the use of Bayesian analysis. 
The contributors are economists. Becker is Profes- 
sor of Economics at Indiana University. Walstad 
is Associate Professor of Economics and Director 
of the Center for Economic Education at the Uni- 
versity of Nebraska, Lincoln. Index. 

Blomqvist, Axe, Wonnacott, Paul and Wonna- 
corr, Ronald. Economics. Second Canadian edi- 
tion Toronto; New York; Auckland and London: 
McGraw-Hill Ryerson. [1983] 1987. Pp. xxxi. 834. 
ISBN 0-07-549159-1. JEL 87-0972 

Starting point of this book is the third U.S. edi- 
tion of Wonnacott and Wonnacott. Econo mi cs. For 
the macro portion the focus is on having students 
be able to understand public controversies over 
topics such as national spending and debt, price 
controls, monetary policy, and e x ch a n g e rates. 
Builds up to six controversial questions dealing 
with the use of fiscal or monetary policies, fixed 
or flexible exchange rates, fine tuning the econ- 
omy, inflation and unemployment, adjustments to 
inflation, and productivity and growth. The micro 
portion is organized around the themes of effi- 
ciency and equity. Deals with both analytical tools 
and problems of efficiency including regulation, 
public goods, resources, and problems of interna- 
tional trade Mid issues of equity such as factor Re- 
turns, poverty, and inequality. Emphasises the 
understanding of current pobcy is m es . Mwe 
aemancttng nwrerwn ippwr m 
tional boxes, and starred sections. C a n a di a n em- 
phasis includes discussion of international eco- 
nomic ralatiom. high marginal p rope ndt y to 
import, activities of the Bank of Canada, import 
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price* and wage and price controls in Canada, roles 
of foreign capital and ownership of natural re- 
sources, add rain, Canadian bank failures, macro- 
economic performance, and welfare reform. Sub- 
stantial changes in this edition have been made 
in the microsection. Also contains a new section 
on "Economic Efficiency: Issues of Our Time." Se- 
quencing of the part dealing with income distribu- 
tion also has been changed. Chapters include key 
points, key concepts, problems, and appendices. 
Also available in two paperback editions separating 
chapters suitable for macroeconomics and micro- 
economics courses. Blomqvist and R. Wonnacott 
are at the University of Western Ontario and P. 
Wonnacott is at the University of Maryland. Study 
guide is available. Glossary: index. 

Eatwell, John; Miloate, Murray and Newman, 
Peter, eds. The new Palgrave: A dictionary of eco- 
nomics. 4 vols. New York: Stockton Press; Tokyo: 
Maruzen; London: Macmillan Press, 1987. Pp. 
3,300, approx. *550.00. ISBN 0-935859-10-1, set. 

JEL 87-0973 

A comprehensive dictionary to modern econom- 
ics containing nearly 2,000 signed entries (by about 
900 contributors) focusing on economic theory and 
doctrine in its varied aspects: analytical, empirical, 
quantitative, and methodological (including public 
policy). Aims to provide a thorough account of con- 
temporary economics and to set the account in a 
historical perspective. Over 700 of the entries are 
biographical, emphasizing the individual’s contri- 
bution to economic thought. Biographical entries 
cover both deceased and living economists who 
have reached their seventieth birthday by the end 
of 1985. Entries are arranged alphabetically by sub- 
ject and include foil bibliographic references in 
the text and cross references at the end; biographi- 
cal entries also include lists of selected works. The 
dictionary contains about fifty entries reprinted 
from the original Dictionary of Political Economy 
(1894-99), edited byR.fi. Inglis Palgrave. A com- 
plete list of headwords with one-line cross refer- 
ences appears at die beginning of each volume; 
cross references throughout the work direct the 
reader to entries where a particular topic is dis- 
cussed under a different headword. Four appen- 
dices bst: entries by author; biographies included 
in the original edition but not included in this edi- 
tion; die contents of the original dictionary with 
the foil name of each author, and subject entries 
in the new edition, by fifty -three fields, together 
with classification of biographies by country. Index. 

Gwartney, James D. and Stroup, Richard L. Eco- 
nomics: Private and public choice. Fourth edition. 
With the assistance of A. H. Studenmund. San 


Diego; London; Sydney and Toronto: Harcourt 
Brace Jovanovich, Academic Press, [1976 . . . 1982] 
1987. Pp. xxx, 862. *36.95. ISBN 0-15-518880- 
1. JEL 87-0974 

Introductory textbook emphasizing the economic 
way of thinking. Focus of the macroeconomic sec- 
tion is changed from the Keynesian -cross model 
to a framework of a central multi-market model, 
including aggregate demand and supply analysis 
within the price-quantity framework. Integrates 
the basic aggregate markets — resources, loanable 
fends, goods, and services — from the beginning. 
Other features of the macroeconomic section in- 
clude: the use of an open economy framework; 
emphasis on both changes in the price level and 
changes in output in achieving equilibrium in the 
aggregate goods and services market; integration 
of die natural unemployment rate and aggregate 
supply concepts; the presentation of schools of 
macroeconomics as debates over the structure of 
the central macroeconomic model; and a compre- 
hensive discussion of the activism versus nonactiv- 
ism stabilization policy debate. Microeconomic 
topics expanded or substantially revised include: 
the integration of the importance of property 
rights, transaction costs, and middlemen into the 
coverage of exchange theory and gains from trade; 
incorporation of recent developments on the signif- 
icance of low barriers to entry and the theory of 
contestable markets into the theory of firm analysis; 
expanded coverage of deregulation; incorporation 
of recent empirical work on employment discrimi- 
nation; a restructured focus of income distribution; 
expanded coverage of poverty and the analysis of 
income transfers; and tbe inclusion of a chapter 
on natural resources. Organizational features in- 
clude: boxed articles reviewing myths of econom- 
ics, applications of theory to real world situations, 
measures of economic activity, and outstanding 
economists; chapter focus questions and summar- 
ies; key terms; and discussion questions. A course- 
book, test book for instructors, and instructor’s 
manual are also available. Gwartney is Professor 
of Economics, Florida State University. Stroup is 
Professor of Economics, Montana State University. 
Glossary; index. 

Hand, D. J. and Evewtt, B. S., eds. The statistical 
consultant in action. Cambridge; New York and 
Melbourne: Cambridge University Press, 1987. 
Pp. xii, 189. *34.50. ISBN 0-521-30717-1. 

JEL 87-0978 

Twelve papers discuss experiences and issues 
in statistical consultancy. Topics include: consul- 
tants’ cameos; straight consulting; a two-period 
crossover trial; consultancy in a medical school; 
the analysis of response latencies; analysis of an 
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experiment on odd rain and tree roots; identifying 
yeasts and related problems; outlier allocation; col- 
laboration between university and industry; in- 
spection for faulty components in manufactured 
items; a project history of the statistical modeling 
of die EEC labor force survey. The contributors 
are statisticians. Hand and Everitt are at the Bio- 
metrics Unit, Institute of Psychiatry, London. 
Bibliography on statistical consulting! name and 
subject indexes. 

Hocarth, Robin M. and Reder, Melvin W., eds. 
Rational choice: The contrast between economic s 
and psychology. Chicago and London; University 
of Chicago Press, 1987. Pp. lx, 332. $30.00. ISBN 
0-226-34857-1. JEL 87- 0976 

Fourteen papers, with comments, presented at 
a conference held at the University of Chicago in 
October 1985 and previously published as a supple- 
ment to die October 1986 issue of The Journal of 
Business. Part 1 examines rationality in psychology 
and economics; decision making under ambiguity; 
and rational choice and the framing of decisions. 
Part 2 focuses on fairness and the assumptions of 
economics, and rational choice in experimental 
markets. Part 3 covers rationality and utility in 
evolutionary biology; psychological and social 
structure in economic models; the restrictiveness 
of the rational expectations hypothesis; and die be- 
havioral foundations of public policy. Part 4 exam- 
ines rationality of self and others in an economic 
system, and adaptive behavior and economic the- 
ory. Part 5 reviews behavioral rationality in finance 
and anomalies in financial economics. Hogarth is 
Professor of Behavioral Science at the University 
of Chicago Graduate School of Business and Direc- 
tor of the Center for Decision Research. Reder is 
Isidor and Gladys J. Brown Professor Emeritus at 
the University of Chicago Graduate School of Busi- 
ness. Index. 

Ladd, George W. Imagination in research: An econ- 
omist’s view. Ames: Iowa State University Press, 
1987. Pp. viii, 146. $9.95, paper. ISBN 0-8138- 
0987-8. JEL 87-0977 

Analysis of the role of the unconscious mind in 
scientific research. Argues that unconscious mental 
processes are essential research tools, discusses 
some of their characteristics, and asserts that the 
very nature of conscious mental processes limits 
their use in invention. Analyzes the conditions that 
stimulate unconscious mental processes including 
doubt, a venturesome attitude, tolerance for uncer- 
tainty, diversity, thorough prep ara tion, and sensi- 
tivity to similarities. Examines the role of luck in 
scientific r e sear c h and means of harnessing it. Also 
discuss us university training for creative scientists. 


Ladd is Professor of Economics, Iowa State Univer- 
sity. Index. 

Orr, Alfred E. and Strecker, Heinrich, eds. 
JahrbBcher fur nationaldkonomie und Statistik. 
Band 202: Ceneralregfster der BSnde 131 (1939) 
bis 300 (198S). Stuttgart and New York: Fischer. 
1986. Pp. viii, 496. DM 258.00, paper. ISBN 3- 
437-50307-3. JEL 87-0978 

An index of articles and book reviews published 
in this journal from 1929 through 1965. Three in- 
troductory papers (in German) describe the history 
of the journal and its editors. Includes separate 
indexes to articles and book reviews, arranged al- 
phabetically by the author of the article or the 
book. Also includes an alphabetical list of topics 
which refers to the article index and a review list 
which refers to the book review index. 

Radnitzky, Gerard and Bernholz, Peter, eds. 
Economic imperialism: The economic approach ap- 
plied outside the field of economics. Professors' 
World Peace Academy Book series. New York: Par- 
agon House, 1987. Pp. ix. 421. $21.95, doth; 
$12.95, paper. ISBN 0-943852-11-0. 

JEL 87-0979 

Result of a workshop that led to a colloquium 
in Vienna in June 1984. sponsored by the Profes- 
sors' World Peace Academy. Fourteen contribu- 
tions explore the potential of the economic ap- 
proach to human behavior in areas outside the 
traditional fields of economics. Part 1 introduces 
tile reader to the economic approach and discusses. 
principies and prospects for general economy; the 
prospects and limitations of the economic appsonch 
to human behavior, and the nature and methodo- 
logical foundations of recent extensions of eco- 
nomic theory. Part 2 applies the economic ap- 
proach to the study of history, emp hasizin g 
economic considerations in history and the eco- 
nomic theory of democracy. Part 3 examines: 
norms as social capital; blackmail; intellectual styles 
and the evolution of American corporate bar, and 
theory and application of the demand for life. Part 
4 discusses the economics of scientific discovery 
and presents an application of the e c onom ic ap- 
proach to the problems of the philosophy of sci- 
ence. Part 5 applies the economic a pproach to po- 
litical science, focusing on conflict, autocracy, and 
the central problems of the constitution of a daa a oc- 
racy. Contributors are mainly econo m is ts , sociolo- 
gists, and lawyers. Radnitsky is Professor of the 
Philosophy of Science, University of Trier, West 
Germany. Beroboh is P ro f ess or of Eco n omic s at 
the Institute for Social Scie nces, University of Ba- 
sel, S wUaer lan d. Name aad subject inflsaes 



1912 


Journal of Economic Literature 


Taman, Meia. "With all your possessions' Jewish 
ethics and economic life. New York: Macmillan, 
Free Pres*; London: Collier Macmillan, 1687. Pp. 
xii. 340. *22.50. ISBN 0-02-932150-6. 

JEL 87-0990 

Evaluation of Judaism and it* relationship to eco- 
nomics. Drawing on legal, historical, and religious 
sources, the author traces how economic activity 
was traditionally guided and determined by the 
teachings of Judaism and its religious law. Consid- 
ers attitudes toward economic activity such as fi- 
nance, poverty, money, trade, and welfare as being 
tempered by understandings of die demands of 
justice, mercy, and righteousness. Covers a wide 
range of economic aspects — profits, wages, labor, 
money, banking, taxation, and welfare — as they 
are dealt with in Jewish sources. Tamari is Chief 
Economist, Office of the Governor of the Bonk of 
Israel, Jerusalem. Bibliography; index. 

020 Ceneml Economic Theory 

Black, Duncan. The theory of committees and elec- 
tions. Norwell, Mass.; Dordrecht and Lancaster: 
Kluwer Academic, 1667. Pp. xiii, 241. *28.85. 
ISBN 0-89838-189-4. JEL 87-0981 

An exposition of the logic of committee decisions 
and elections. Part 1 deals with the theory of com- 
mittees and elections, and covers: independent val- 
uation; the representation of a motion; preference 
curves for a committee using a simple majority; 
cyclical majorities; members' scales of valuation; 
who ought to be elected; election in single member 
constituencies; proportional representation; com- 
mittees using a special majority; the elasticity of 
committee decisions; groups of schedules corre- 
sponding to a given voting matrix; complementary 
motions in committees using a simple majority; 
and international agreements, sovereignty, and the 
cabinet. Part 2 presents the history of the mathe- 
matical theory of committees and elections. BUck 
is Emeritus Professor of Economics at the Univer- 
sity College of North Wales. Index. 

Calvert, Randall L. Models of imperfect informa- 
tion in politics. Fundamentals of Pure and Applied 
Economics series, Political Science and Economics 
section, vol. 6. Chur, Switzerland; London; Paris 
and New York: Harwood Academic, 1986. Pp. viii, 
62. *18.00, paper. ISBN 3-7186-4321-7. 

JEL 87-0983 

Surveys the theoretical literature on the effects 
of imp e r fect information In politics, concentrating 
exclusively on treatments using the rational actor 
method o logy, Focuses on models of electoral poli- 
tics, noting topics in the modem economics of un- 
certainty that are applicable to Important political 
question*. Examines the e l ects of imp e r fect infor- 


mation for candidates, including probabilistic vot- 
ing models, and the problem of rational participa- 
tion. Considers principal-agent models and models 
of reputation effects in oligopoly. Concludes that 
many areas of politics remain untouched by models 
of Imperfect information. Calvert is Associate Pro- 
fessor of Political Science and Resident Fellow of 
the Center for Political Economy, Washington 
University, St. Louis. Index. 

Campbell, Donald E. Resource allocation mecha- 
nisms. Cambridge; New York and Melbourne: 
Cambridge University Press, 1987. Pp. xiii, 183. 
*34.50, cloth; *12.95, paper. ISBN 0-521-28664- 
5. JEL 87-0983 

Analysis of the general welfare implications of 
individual decisions in systems in which coordina- 
tion of individual activities is necessary to obtain 
a high level of overall welfare. Discusses alterna- 
tive resource allocation mechanisms. Describes a 
set of performance criteria and examines their rele- 
vance to an Arrow-Debreu world. Analyzes the 
impact of uncertainty on welfare and investigates 
incentive comparability. Examines the conditions 
under which competitive equilibrium exists and 
reviews the welfare properties of the Walrasian 
mechanism. Campbell is Professor of Economics 
at the University of Toronto. Author and subject 
indexes. 

Cyert, Richard M. andDeGroot, Morns H. Baye- 
sian analysis and uncertainty in economic theory. 
Rowntan and Littlefield Probability and Statistics 
Series. Totowa. N.J.: Littlefield, Adams; Rowman 
and Littlefield, 1987. Pp. xiv, 206. *34.95. ISBN 
0-8476-7471-1. JEL 87-0984 

Presents an application of Bayesian analysis to 
decision making under uncertainty in microeco- 
nomic theory. Review the main concepts of Baye- 
sian decision theory and presents a behavioral and 
control theory of the firm. Discusses the applica- 
tion of Bayesian analysis to different problems in 
duopoly theory: multiperiod models in which each 
firm makes decisions in alternate periods; models 
of cooperation between firms; the kinked demand 
curve model; and linear-quadratic stochastic con- 
trol problems. Examines the Bayesian approach 
to adaptive utility, capital allocation within firms, 
and rational expectations. Cyert is President and 
DeCroot is University Professor of Statistics and 
Industrial Administration, Carnegie- Mellon Uni- 
versity. Author and subject indexes. 

DfdtzE, Jacques H. Essays on economic decisions 
under uncertainty. C am bri dg e; New York and 
Melbourne: Cambridge University Press, 1967. 
Pp. xxvii, 424. *39.50. ISBN 0-521-26484-7. 

JEL 87-0985 
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Twenty papers by the author, all but one previ- 
oualy published, discuss topics in decision making 
under uncertainty. Examines: the general theory 
of decision making under uncertainty; ma rk e t s and 
prices; consumer decisions; producer decisions; 
theory of the firm; human capital and labor' con- 
tracts; and public decisions. Specific topics include: 
a re view of the axiomatic theories of choice, cardi- 
nal utility, and subjective probability; market allo- 
cation under uncertainty; state-dependent utility, 
die demand for insurance, and the value of safety; 
a model of interdependent choice for earnings, as- 
sets, and savings; demand fluctuations, capacity 
utilization, and prices and costs; industry equilib- 
rium under uncertainty; investment under private 
ownership; decision criteria for business firms; the 
firm in general equilibrium theory; human capital 
and risk-bearing; pricing, spending, and gambling 
rules for nonprofit organizations; and econometrics 
and decision theory. D r*ze is at the Center far 
Operations Research and Econometrics in Lou- 
vain. Index. 

Euasson, Gunnar, ed. The economic* <4 institution* 
and markets: IUI Yearbook 1986-1987. Stockholm: 
Industrial Institute for Economic and Social Re- 
search, Research Program, 1987. Pp. 260. Free, 
paper. ISBN 91-7204-275-3. JEL 87-0986 

Thirteen papers discuss topics related to the eco- 
nomics of institutions and markets. One paper out- 
lines the need for and the nature of institutional 
economics. Four papers analyze institutional 
change and macroeconomic performance in various 
sectors. Five papers examine institutions and mar- 
ket processes with examples from the Swedish 
economy. Three papers evaluate the theoretical 
support for policy. Also contains details on current 
and recently completed research projects as well 
as other activities at the Industrial Institute for 
Economic and Social Research. No index. 

Feiwel, George R., ed. Arrow and the ascent of 
modem economic theory. New York: New York 
University Press, 1987. Pp. liv, 696. >75.00. ISBN 
0-8147-2584-1. JEL 87-0887 

Twenty-three essays and interviews examine the 
ascent of modern economics and the works of Ken- 
neth Arrow, emphasizing his contributions to, and 
impact on, both the theoretical and applied eco- 
nomics, and moral and political philosophy of our 
age. An introduction by the editor examines the 
contributions of Arrow from the perspective of the 
potentials and limits of economic analysis. Part 1 
presents interviews by the editor with lenders in 
the development of modern general equilibrium 
theory. Part 2 focuses on Arrow’s impact on mathe- 
matical method in economics and on appbcatiop 


of general equilibrium theory, and contains an es- 
say on Arrow's vision of the economic pro cess fid- 
lowed by four interviews. Essays in part 3 empha- 
size die theory of resource allocation and topics 
include; the n on exis tence of equilibrium; equilibria 
of bid-ask markets; general equilibrium analysis 
of imperfect competition; Arrow and the theory 
of discri min a ti on; and information disclosure and 
the economics of science and technology. Part 4 
discusses decision making under uncertainty, fo- 
cusing on: von Neuman n-Morgenstem utilities, 
risk taking, and welfare; Arrow- Bayes equilibria; 
rational learning and rational expect ati ons; and oli- 
gopolistic uncertainty and optimal bidding in gov- 
ernment procurement. Concludes with Arrow's 
own reflections on the essays. Feiwel is Alumni 
Distinguished Service Professor and Professor of 
Economics at the University of Tennessee. Index. 

Feiwel, Ceorge R., ed. Arrow and the foundations 
of the theory of econom ic policy. New York: New 
York University Press, 1987. Pp. btiii, 758. $75 00. 
ISBN 0-8 147-2583-X. JEL 87-0988 

Thirty-six essays and interviews examine the 
foundations of the theory of economic pobcy and 
the contributions of Kenneth Arrow. The introduc- 
tion consists of an article by the editor on the many 
dimensions of Arrow and an essay on social choice 
theory. Essays in part 1 deal with social choice 
and utilitarianism, and discuss: ordinal utilitarian- 
ism; reconciling Arrow’s theory of social choice 
with Harsanyi’s fundamental utilitarianism; Arrow 
and the problem of social choice; and utilitarianism 
and modern economics. Part 2 focuses on welfare 
and distribution, and examines: the fair alloration 
of indivisible goods; income distribution and difler- 
ences in needs; and the tension theory of w elfar e. 
Part 3 examines growth, choice, and the use of 
resources, and specific topics include: the life-cycle 
hypothesis as a tool of theory and policy, and the 
credit mechanism and its implications. Part 4 dis- 
cusses the limits of organization and alternative 
approaches, focusing on: Arrow and the new insti- 
tutional economics and ecooomic aspects of trust. 
Part 5 contains essays and interviews on the tarnges 
of Arrow, and part 6 presents Arrow's r e fl ecti o n s 
on the essays. Feiwel is Ahtmni Distinguished Sci- 
ence Professor and Professor of Economics at the 
University of Tennessee. Index. 

Fletcher, Gordon A. The K ey n esian revohstkmestd 
tts critics: Issues of theory and policy for the mone- 
tary production econo m y . New York: St. Martin's 
Press, 1967. Pp. xxui, 348. $35.00. ISBN 0-312- 
45980-8 JEL 87-0088 

Focuses on c ri ti ci sm s of the Keynesian reach * 
tioa, judging die case against Keynes by referen c e 
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to hii principal critics — D. H. Robertson, Milton 
Friedman, F. A. Hayek and, "vicariously,’’ Georg 
Simmel. Describes what the Revolution was, why 
it took place, and what it achieved. Assesses the 
extent to which Keynesian principles remain valid 
in. and relevant to, the current environment. Bases 
much of the description of Keynes's economics on 
the General Theory and the controversy that en- 
sued. Examines the apparent failure and disen- 
chantment with Keynesianism, and the upsurge 
of Austrian and monetarist philosophy in the 1970s, 
especially as the problem of inflation was being 
reduced at the expense of employment. Concludes 
that the problems of the postwar Keynesian politi- 
cal economy must be distinguished from the core 
of Keynes’s theory and that Keynesian principles 
remain valid. Fletcher is Lecturer in Economics, 
University of Liverpool. Index. 

Fuji no, Shozaburo. Money, employment, and inter- 
est: Towards a reconstruction of Keynesian eco- 
nomics. Hitotsubashi University Institute of Eco- 
nomic Research Economic Research Series, no. 
23. Tokyo: Kinokuniya; distributed in the United 
States by New York Kinokuniya Bookstores, 1987. 
Pp. xii, 220. ISBN 4-314-00464-9. 

I EL 87-0990 

Analysis of key issues in macroeconomics: de- 
mand restriction in the monetary economy and in- 
voluntary unemployment; demand uncertainty; ag- 
gregate demand and aggregate supply functions; 
and the theory of interest. Contends that the as- 
sumption of perfect competition must be aban- 
doned in the analysis of output and prices because 
it contradicts the fundamental property of the mon- 
etary economy. Topics include: the logical struc- 
ture of the monetary economy and the asymmetry 
of demand and supply; the postulates of classical 
economics, and the permanent supply of labor and 
the asymmetry of the firm and household; the prin- 
ciple of effective demand, and supply and involun- 
tary unemployment; demand uncertainty and out- 
put-inventory decisions; demand uncertainty and 
output-backlog decisions; demand uncertainty and 
the theory of investment; aggregate demand and 
supply functions; and liquidity-preference versus 
loanable-funds theories of interest. Fujino is Pro- 
fessor of Economics at the Institute of Economic 
Research, Hitotsubashi University. Name and sub- 
ject indexes. 

Hall, Piter A. Governing the economy ; The politics 
of state int ervention in Britain attd Franca. Europe 
and the International Order series. New York: Ox- 
ford University Press, 1986. Pp. 341. $36.00, doth; 
$14.95, paper. ISBN 0-19-528583-5. 

JEL 87-0901 


Analysis of the political dimensions of economic 
policy making in Britain and France over the post- 
war period. Contends that economic policy making 
must be understood as an essentially political pro- 
cess, conditioned by struggles among competing 
parties, ideologies, and social classes. Develops an 
institutional approach to die explanation of policy 
outcomes, examining the role of markets and the 
state in British economic decline, patterns of Brit- 
ish economic policy. Keynesianism, and the con- 
servative Thatcher experience. Analyzes the politi- 
cal role of economic planning in France, the role 
of the state in planning, and the socialist experi- 
ment of Mitterand. Presents comparative perspec- 
tives, covering broad patterns of macroeconomic, 
industrial, and incomes policy in Britain, France, 
and Germany. Concludes with a discussion of the 
organization of state-society relations in Britain 
and France, focusing on the interaction of inter- 
ests, institutions, and ideas in the policy process. 
Hall is Assistant Professor of Government at Har- 
vard University. Bibliography; index. 

Hsieh, Chino-Yao and Mancum, Stephen L. A 
search for synthesis in economic theory. Armonk, 
N.Y. and London: Sharpe, 1986. Pp. xii, 268. ISBN 
0-87332-328-9. JEL 87-0992 

Published in an earlier version entitled A Search 
for Synthesis, this book is designed for graduate 
and advanced undergraduate students in econom- 
ics as well as a wider audience. Analyzes the appar- 
ent crisis in economic theory and explores areas 
of common ground in economics. Part 1 provides 
a contemporary reinterpretation of classicism, re- 
viewing the supply-side economics of Adam Smith 
and David Ricardo, the demand-side economics 
of Thomas Robert Makhus, and the nature of cau- 
sality in classical economics. Part 2 presents con- 
temporary reinterpretations of the neoclassical syn- 
thesis, and includes a review of the golden age of 
the neoclassical synthesis and a discussion of the 
revisionists of this synthesis. Part 3 focuses on con- 
temporary reinterpretations of post- Keynesianism. 
Part 4 examines the widening common ground in 
economic theory, discussing the work of Jean-Pas- 
cal Benassy and Franklin M. Fisher as well as post- 
Keynesian microfoundations and other non- Walra- 
sian approaches. Hsieh is Professor of Economics 
at George Washington University. Man gum is As- 
sistant Professor of Management and Human Re- 
sources at Ohio State University. Bibliography; no 
index. 

Kebabdjian, G£rard. Let modules thdoriques de la 
macrodconomie (Theoretical models of macroeco- 
nomics). Collection: Economic "Module.” Paris: 
Du nod; distributed in North America by Dfffu- 
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livre, Montreal, 1987. Pp. xiv, 192. Fr 115.00, 
Can! 34.00, paper. ISBN 2-04-016930-X. 

JEL 87-0093 

Intermediate level textbook, providing a synthe- 
sis of major theoretical models presented in macro- 
economics, using a unified system of accounts to 
allow for comparisons: classical, Keynesian, post- 
Keynesian, neoclassical, and Marxian. Includes a 
number of review problems. A technically simpli- 
fied presentation allows the student to identify the 
basis of the controversies in current debates on 
the proper contribution of each model. Kebabdjian 
is Professor at the University of Reims, France, 
and President of the Centre de Recherches sur 
les Mutations des Socfet4s Industrielles. Bibliogra- 
phy; name and subject index. [Jean Mirucld] 

Lavoie, Marc. Macrotconomie: Thiorie et contro- 
versies postkeyntsiennes (Macroeconomics: Theory 
and post-Keynesian controversies). Collection: Sci- 
ences economiques. Paris: Dunod/ Editions Bo 
Pr6; distributed in North America by Difiulivre, 
Montreal, 1987. Pp. x. 220. Fr 149.00, Cant 44.00, 
paper. ISBN 2-04-016904-0. JEL 87-0994 

Graduate textbook providing a critique of the 
foundations of traditional macroeconomics and pro- 
posing a possible alternative: a post-Keynesian ap- 
proach applied to growth and distribution. Refutes 
the logic of the aggregate neoclassical theory in 
both the static and the dynamic models. Presents 
the “School of Cambridge" approach with special 
emphasis on the situational framework and its im- 
pact on growth: the role of the state and of the 
investors, the objectives of full employment and 
the behavior of the firm, the presence of financial 
markets, and the role of money. Lavoie is Professor 
at the University of Ottawa. Bibliography; subject 
index. [Jean Mirucki] 

M arcun, Stephen A. Growth, distribution, and 
prices. Paperback reprint. Harvard Economic 
Studies series, vol. 155. Cambridge, Mass, and 
London: Harvard University Press, [1984] 1987. 
Pp. x, 573. $11.95, paper. ISBN 0-674-36415-5. 

JEL 87-0995 

Paperback reprint. [See JEL no. 85-0356 for an- 
notation of first edition and Volume 23, no. 4, the 
December 1985 issue, for review. ] 

Mebkhofer, Miley W. Decision science and social 
risk management: A comparative evaluation of 
cost-benefit analysis, decision analysis, and other 
formal decision-aiding approaches. Technology, 
Risk, and Society series. Norwell, Mass.; Dor- 
drecht; Lancaster and Tokyo: Kluwer Academic, 
Reidel, 1967. Pp. xiv, 330. $49.00. ISBN 90-277- 
2275-7. JEL 87-0996 


Differentiates, compares, and assesses alterna- 
tive approaches to aid decision making Focuses 
on approaches that: are applicable to social deci- 
sions involving risks; provide quantitative decision 
criteria, theoretical rationale, and practical proce- 
dures for identifying a “best" alternative; and have 
practical applications experience. Discusses the so- 
cial risk-management problem. Distinguishes and 
describes alternative decision aiding approaches 
and outlines their principle cr i tic isms and bnHa- 
tions. Concludes with a comparative evaluation of 
decision aiding approaches. Appendices pr es e n t: 
a cost-benefit analysis of mobile -source sulfur ox- 
ide emission control; a decision analysis of alterna- 
tive government policies for commercial cryptogra- 
phy; and an application of applied social w elfa r e 
theory to space-mission planning. Metkbofes is 
with Applied Decision Analysis. Inc. Name and 
subject indexes. 

Mirowski, Philip, ed. The reconstruction of eco- 
nomic theory. Recent Economic Thought Series. 
Norwell, Mass. ; Dordrecht and Lancaster: Bower 
Academic, Kluwer-Nijhoff, 1966. Pp. 266. $42.50. 
ISBN 0-89638-21 1-4. JEL 87-0997 

Seven essays consider orthodoxy and divergence 
in economic theory. In the Introductory essay, Mi- 
rowslti identifies neoclassical economic theory and 
a European variant of Manianism as “hard core" 
schools of economic thought and describes a “third 
stream” of economic theory. David P. Levine pre- 
sents a reconceptualization of classical economic 
theory. David P. Ellennan discusses p roperty ap- 
propriation and economic theory. Randall Bauaor 
examines time and equilibrium. Donald W. Kataer 
analyzes the role of formalism in economic thought 
with illustrations drawn from an analysis of the 
social interaction of the firm. Mirowski. in two es- 
says, discusses mathematical formalism and eco- 
nomic explanation, and institutions as solution con- 
cepts in a game theory context. Mirowski is a 
member of the Department of Economics at Tufts 
University. Index. 

Tobin. James. Essays in economics. Volume 1. Mac- 
roeconomics. Reprint. Cambridge, Mass and Lon- 
don: MIT Press, [1971] 1967. Pp. xvi 526. $80.00. 
ISBN 0-262-20062-7. JEL 87-0998 

Reprint of the volume covering Tobin's work in 
macroeconomics from the early 1940a to 1970. 
Twenty -four essays are divided into three ports, 
focusing on ma croeconomic theory, e conom i c 
growth, and money and finance. Part 1 co nt a ins 
articles on the effects of a general change in money 
wage rates on employment, liquidity preference 
and monetary policy, short-run macro effects of 
income taxation, the role of the ate and compost- 
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bon* at wealth in the determination of economic 
activity, tax incentive* to induce savings, and dis- 
tribution theory. Part 2 ha* selections oooceroed 
with the interrelation* between monetary phenom- 
ena and growth, economic growth as an objective 
of government policy, and neoclassical growth with 
fixed factor proportions. Part three examines the 
interest elasticity of transaction* demand for cash, 
liquidity preference as behavior toward risk, com- 
mercial banks as creators of money, financial inter- 
mediaries and the effectiveness of monetary con- 
trols, a general equilibrium approach to monetary 
theory, deposit interest ceilings, debt manage- 
ment, pitfalls in financial model buildings, mone- 
tary policy and debt management, and monetary 
interpretation of history. Tobin is Sterling Profes- 
sor of Economics at Yale and the 1981 Nobel Laure- 
ate in Economics. Index. 

''an Meerhaeche, M. A. G. Economic theory: A 
critic’s companion. Second revised edition. Hing- 
ham. Mass.; Dordrecht and Lancaster: Kluwer Ac- 
ademic. Mortinus Nijboff, [1960] 1986. Pp. x, 125. 
$32.50. ISBN 90-247-3385-5. JEL 87-0999 
Reorganized and updated second edition supple- 
ment to introductory courses in economics. [See 
JEL no. 80-0916 for annotation of first edition.] 
Offers critical comments on: the traditional eco- 
nomic theory of consumer and producer behavior; 
pricing theory; income distribution; the equilib- 
rium level of national income and prices; economic 
growth; and international trade. Contains new 
chapters on the relationship between economic 
doctrines and economic policy, and economic the- 
ory and economic policy. Concludes with an assess- 
ment of the practicability and significance of eco- 
nomic theory. Meerhaeghe is at the University of 
Ghent. Author and subject indexes. 

Frieze, O. J. Stochastic g amts with finite state and 
action spaces. CWI Tract series, no. 33. Amster- 
dam: Centre tor Mathematics and Computer Sci- 
ence, 1987. Pp. 221. Dfl 34.20, paper. ISBN 90- 
6196-313-3. JEL 87-1000 

Analysis of two- person, zero-sum stochastic 
games with finite -state space and finite action 
spaces for both players. Part 1 presents the model 
of the two-person, zero-sum .stochastic game and 
discusses what happens when playing against a 
fixed strategy. Part 2 present* a review of dti- 
counted stochastic games, and discusses their 
structural p rope r ties and algorithms. Part 3 focuses 
on average reward stochastic games and discusses: 
their history; the limit discount equation; and foe 
structural pro perties of, and algorithms for, undis- 
oo u nted stochastic games. Author, subject, and 
symbol indexes. 


Zaktman, I. William, ed. The 50% solution : How 
to bargain successfully with hijackers, strikers, 
bosses, oil magnates, Arabs, Russians, end other 
worthy opponents in this modem world. Paperback 
reprint. New Haven and London: Yale University 
Press, [1976] 1987. Pp, viii, 552. $40.00, doth; 
$14.95, paper. ISBN 0-300-03033-9, pbk. 

JEL 87-1001 

Reprint, with updated bibliography, of seven- 
teen essays presenting an array of case histories 
of negotiations involving states, terrorists, multina- 
tionals, and labor unions, among others. An intro- 
ductory essay by the editor discusses the analysis 
of negotiation. Essays exsunine: permanent negoti- 
ations; structural analysis and its alternatives; com- 
munications analysis and related approaches; sov- 
ereign and other parties as negotiators; and 
explanation and prediction. Zartman is Professor 
of International Politics at the School for Advanced 
International Studies at Johns Hopkins University. 
Bibliography; index. 

See also: Book Numbers JEL 87-0976, 87-0982, 87- 
0983. 87-0984, 87-0988, 87-0996, 87- 
1004, 87-1028, 87-1045, 87-1049. 87- 
1058, 87-1113. 87-1137 

630 History or Economic Thought; 

Methodoloct 

Black, R. D. Collison, ed. Ideas in economics. To- 
towa, N.J.: Barnes and Noble Books, 1986. Pp. 
x, 246. $27.50. ISBN 0-389-20644-X. 

JEL 87-1002 

Ten papers originally presented to Section F of 
the British association for the Advancement of Sci- 
ence at its 1985 meeting at the University of Strath- 
clyde. Contributions are concerned with the ideas 
of the great economists of the past. Begins with 
an essay by the editor on the history of economic 
thought. Seven essays examine: Adam Smith’s sys- 
tem of moral science and his treatment of public 
policy, James Stewart's corporate state, Jeremy 
Bentham’s democratic despotism, David Ricardo’s 
treatment of wages, John Stuart Mill and implica- 
tions for modern economics, Karl Man’s Capital 
today, and the continuing relevance of Alfred Mar- 
shall. Two additional essays discuss the meaning 
of monetarism and the existence of monetarist 
ideas in the earlier writings of British economists, 
and John Maynard Keynes as a revolutionist. Black 
was Professor and Head of the Department of Eco- 
nomics at the Queen’s University of Belfast from 
1962 until his retirement in 1965. Index. 

Braymookb, David. Philosophy of social science. 
Foundations of Philosophy Series. Englewood 
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Cliffs, N.J.: Simon and Sch alter, Prentice-Hall, 
1067. Pp. viii, 136. Paper. ISBN 0-13-663394-3. 

JEL 87-1003 

Presents three views of social science: the inter- 
pretative, which tells us when actions are appropri- 
ate and what expectations they give rise to; the 
naturalistic, which looks for various conditions that 
make the occurrence of certain phenomena more 
probable; and the critical, which raises questions 
about meanings and rules. Examines the relation- 
ship between these three views and gives examples 
of each approach. Discusses four basic questions 
for the philosophy of science: cross-cultural, hu- 
manism-scientism, - individualism-collectivism, 
and fact-value questions. Discusses tatenbonality 
and the distinction between reasons and causes. 
Examines causal regularities on the naturalistic 
side and settled social rules on the interpretative 
side. Argues that in some questions and methods 
critical social science may be reduced to the natu- 
ralistic and interpretative views, and examines mu- 
tual support between these two remaining sides. 
Concludes with a discussion of mutual presupposi- 
tion between the naturalistic and interpretative 
sides of social science. Braybrooke is at Dalhousie 
University. Index. 

Bridel, Pascal. Cambridge monetary thought; De- 
velopment of saving-investment analysis from 
Marshall to Keynes. New York: St. Martin’s Press, 
1987. Pp. x. 227. $32.50. ISBN 0-312-11441-9. 

JEL 87-1004 

Revised version of the author’s Ph.D. thesis writ- 
ten for the University of Cambridge over the pe- 
riod 1977-81. Critically evaluates the origin and 
development of the savings-investment technique 
of analysis undertaken by various members of the 
Cambridge School in the first part of this century. 
Examines Alfred Marshall’s analytical framework, 
which underlies the interest-elastic investiftent- 
demand and saving-supply curves and the deter- 
mination of the equilibrium rate of interest. Re- 
views Marshall’s primitive version of the cumula- 
tive process resulting from his analysis of the 
relation between money, interest, and prices. Dis- 
cusses the early contributions of R. C. Hawtrey, 
D. H. Robertson, J. M. Keynes, F. Lavington, 
and A. C. Pigou, and the systematic coordination 
and extension of these contributions by Robertson 
and Keynes. Provides further reflections on the 
rote of interest and examines the General Theory 
and the principle of effective demand. Bridel is 
Professor of Economics at the University of Lau- 
sanne, Switzerland. Bibliography; index. 

Chun, David C. The new conservatism;' The 
counter-revolution in po ltH oal , economic antisocial 


thought- New York: St Martin’s Press, 1967. Pp. 
xi, 238. $32.50. ISBN 0-312-00477-X. 

JEL 87-1005 

Examines the impact of the "new liberalism” of 
the Thatcher and Reagan governments, and the 
gap betwee n new liberal th ough t and practical po- 
litics. Part 1 explains the historical roots of the 
new philosophy and describes the central themes 
of the main schools r e p res enting this thtnldwg. Re- 

- views bow Western liberalism developed from sev- 
enteenth-century roots, featuring economic and re- 
ligious individualism. Considers three closely 
related traditions — anarcho-hbert a rianisan, mini- 
mal statism, and objectivism. Describes, in detail, 
Milton Friedman and the Chicago School, the pub- 
lic choice school, and Friedrich von Hayek and 
the Austrian School. Part 2 describes the political 
agenda of the new liberalism and its impact on 
public policy, with particular reference to educa- 
tion, social security, health, housing, the environ- 
ment, the economy, industry, and agriculture. 
Concludes that the common theme among “new 
right” philosophies is that individuals should be 
able to direct their own lives to a greater extent, 
than is now possible, and that although the impact 
on practical politics has been “patchy.” there is a 
changing agenda in academic and political arenas. 
Green is Research Fellow at the Institute of Eco- 
nomic Afiairs Index. 

Lancer. Gary F. The coming of age of political econ- 
omy, 1815-1825. Contributions in Economics and 
Economic History series, no. 72. New York and 
London: Greenwood Press, 1967. Pp. x, 224. 
$35.95. ISBN 0-313-25645-4. JEL 87-1006 

Examination of how and why political economy 
came of age in Britain during the first third of 
the nineteenth century. Describes the origins and 
character of the scientific tradition in which the 
political economists of the period 1815-25 saw 
themselves participating. Reviews the careers of 
the c el ebr a ted masters of politic*] economy — Da- 
vid Ricardo, Thomas Malthus, John McCulloch, 
and Robert Torrens. Examines the alli es and oppo- 
nents of political economy. Discusses the rdarioo- 
sh ip of political economy to the reform of the mone- 
tary system and to the depres s ion of 1819-21. 
Reviews the relationship of the scienoe to the free 
trade move men t and e xa m in es the relation of the 
activities of the political economist sod their allies 
to the situation of the p ropertyless laborer, l o nger 
is Assistant Professor of Economics at Roosevelt 
University. BibUognpby; index. 

Mill, John Stuart. Pr in c ip le s of political e cono m y , 
with 9om$ of dMr oppHootiom to todtd pjyioio* 
phy. Reprint of 1999 London edition. Edtied with 
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an introduction by Sm William Ashley. Reprints 
of Economics Classics series. Fairfield, N.J.: Kel- 
ley, [1848 . . .1806] 1987. Pp. liii, 1013. $47.50, 
doth; $24.85, paper. ISBN 0-678-01453-1, pbk. 

JEL 87-1007 

Reprint of the 1908 “new” edition, incorporating 
the seventh edition (1871) test, the last edition 
revised by Mill. An introduction by Sir William 
Ashley discusses aspects of Mill’s life that influ- 
enced his political and economic thinking. Notes 
that Mill regarded die distinction between the laws 
of production and those of the distribution of 
wealth as the most distinguishing characteristic of 
his work. Includes prefaces to all seven editions 
and indicates changes in editions in the notes. Dis- 
cusses many of the topics still found in principle 
texts such as international demand, economies of 
scale, joint products, opportunity costs, interest, 
rent, increasing returns, competition, agents of 
production, wage differentials, utility and costs in 
relation to value, money, credit, foreign exchange, 
and the influence of government. Bibliographical 
notes; index. 

Set also: Book Numbers JEL 87-0087, 87-0988, 87- 
0989, 87-0997 

040 Economic History 

Colton, Joel and Bruchey, Stuart, eds. Technol- 
ogy, the economy, and society: The American expe- 
rience. New York: Columbia University Press, 
1987. Pp. xUi, 287. $35.00. ISBN 0-231-05964- 
7. JEL 87-1008 

Ten contributions, plus an introduction by the 
editors, explore the impact of technological change 
from colonial times to the present. Specific topics 
include: technological innovation and social change 
in the United States, 1870-1980; technology and 
the transformation of industrial organization; the 
impact of technology on American legal develop- 
ment, 1790-1965; technology and the transforma- 
tion of die American party system; the impact of 
technological change on urban form; technological 
change and the American worker and form move- 
ments; the impact of technological change on social 
structure in the United States Navy; the impact 
of technology on American education, 1880-1960; 
and the impact of technology on American reli- 
gion. Contributors are mainly historians. Cotton 
is Professor of History at Duke University. 
Bruchey is Allan Neving Professor of American 
Economic History at Columbia University. No 
index. 

Cooper, Fbederick. On the African waterfront: Ur- 
ban disorder and die transformation of work in 


colonial Mombasa. New Haven and London: Yale 
University Press, 1967. Pp. xvi, 290. $27.50. ISBN 
0-300-03618-3. JEL 87-1009 

Argues that the strike wave that passed through 
major cities and mining regions of Africa from the 
mid-1830s through the early 1960s created a crisis 
of ideas that undermined colonial conceptions of 
African labor and society and government’s confi- 
dence that they could control the new social and 
economic forces. Uses the related history of strikes 
in Mombasa, Kenya, in the 1930s and 1940s to 
study how a government discovered the dangers 
and complexities of the existence of an African 
working population and how, in this instance, the 
British government attempted to transform a rap- 
idly circulating labor force into a stable one rooted 
in urban residence and an urban way of life. Spe- 
cific topics include: capitalist work discipline and 
tile East African society; Mombasa society prior 
to the strikes; clockwork and disorder in Mombasa 
from 1934-47; the reorganization of dockwork; 
trade unionism up to 1963; and work, disorder, 
and the crisis of colonialism in Africa. Cooper is 
Professor of African History, University of Michi- 
gan. Index. 

Eltis, David. Economic growth and the ending of 
the transatlantic slave trade. New York; Oxford; 
Toronto and Melbourne: Oxford University Press, 
1987. Pp. xiii, 418. $39.95. ISBN 0-19-504135- 
6. JEL 87-1010 

Examines the role of the slave trade in the nine- 
teenth-century Atlantic economy. Part 1 discusses 
antislavery in the context of British expansion and 
industrialization, highlighting capitalism and aboli- 
tion in Britain, and the origin and impact of anti- 
slavery and the labor problem. Part 2 examines the 
Atlantic slave system from 1760 to 1830, and fo- 
cuses on: the market for slaves at the dose of the 
legal slave trade; the restructuring of the slave 
trade, 1780s to the 1820s; and Africa and the initial 
impact of abolition. Part 3 reviews the abolitionist 
assault on slave traffic, 1820-50. Part 4 discusses 
the economic and political aspects of the illegal 
slave trade between 1820 and 1870, and part 5 
examines the midcentury Atlantic economy and 
final suppression, 1830-70, focusing on the conse- 
quences of suppression in Africa and the Americas. 
Appendixes present statistical information on: the 
volume of the transatlantic slave trade, 1781-1867; 
age, sex, and price of slaves in trade after 1810; 
slave trade mortality; costs and profits in the illegal 
slave trade; plantation output and productivity esti- 
mates in the nineteenth-century Americas; and ex- 
change rates and price level adjustments. Eltis is 
College Master at Algonquin College, Ontario. In- 
dex. 
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Gould, Mark. Revolution in the development of cap- 
Holism ; The coming of the English Revolution. 
Berkeley and London: Univertity of California 
Pies*, 1987. Pp. xxvii, 508. $48.00, doth; $14.95, 
paper. ISBN 0-520-06101-2, pbk. 

JEL 87-1011 

Examines the seventeenth century English social 
structure, focusing on the genesis of revolution 
within that structure and the consequences of revo- 
lution for the transformation of the structure. Out- 
lines the theoretical assumptions and conceptual 
tools that serve as the foundation of the work. Ana- 
lyzes the conditions determining the level of pro- 
duction within economic and political subsystems 
and the conditions of stability for these systems. 
Presents a theory of internal disorder, and formu- 
lates a model of prerevolutionary English social 
structure, specifying the patterned constraints 
within this social structure and analyzing the ten- 
dencies these constraints define. Presents a histori- 
cal examination of the English revolutions of the 
seventeenth century and a stage sequence model 
of social development defined to be applicable to 
all social and action systems. Argues that the seven- 
teenth-century English revolutions led to the cre- 
ation of political conditions that, joined with the 
tendencies of a rationalized manufacturing system, 
allowed for the genesis of machine capitalism. 
Gould is Associate Professor of Sociology at Haver- 
ford College, Pennsylvania. Bibliography; index. 


Knapman, Bruce. Fiji's economic history, 1874- 
1939: Studies of capitalist colonial development. 
Pacific Research Monograph series, no. 15. Can- 
berra: N atonal Centre for Development Studies, 
Research School of Pacific Studies, Australian Na- 
tional University, 1987. Pp. xi, 153. Paper. ISBN 
0-86784-977-0. JEL 87-1012 

Assesses the impact of capitalism in Fyi during 
the first sixty-five years of British colonial rule. 
Examines capitalist export growth and the domi- 
nance of the colonial Sugar Refining Company; 
continuity and change in the noncapitalist econ- 
omy; the demise of the white sugar planter; ship- 
ping dependency; the degree of market control 
and profitability of merchant capital; and monetary 
dependency and the political economy of ex- 
change-rate policy. Concludes that Fiji's economic 
development under colonialism, although uneven 
and exploitative, did not impoverish the country 
or damage the prospects of long-term development 
and succeeded in raising the absolute level of in- 
come and establishing the foundation for postwar 
growth. Knapman is Lecturer in Economics at the 
School of Finance and Economic*. New South 
Wales Institute of Technology. No index. 


Kolchin, Peter. Unfree labor: American slavery 
and Russian s er fd om. Cambridge. Mats, and Lon- 
don: Harvard University Press, Belknap Press, 
1987. Pp. xiv, 517. $25.00. ISBN 0-674-92097- 
X. JEL 87-1013 

Examines Russian serfdom and American slavery 
as the basis for a comparative study of unfree labor. 
Finds both similarities and differences between 
Russian and American bondage; they are similar 

- in that they merged on the periphery of an expand- 
ing Europe in the sixteenth and seventeenth centu- 
ries under conditions of widespread labor scarcity 
and became entrenched as systems of agricultural 
production based on forced labor, and differ be- 
cause of their respective historical environments. 
Describes events in both Russia and the American 
South, and interweave* them with comparative 
sections organized around themes relev an t to both. 
Part 1 presents the world of the masters in both 
systems and details their management, treatment, 
and defense of unfree labor. Part 2 analyses the 
community and culture in Russia and the American 
South, and examines the causes, consequences, 
and patterns of resistance by the bondsmen. The. 
epilogue brings together the predominant themes 
of the book, and considers the crises that unfree 
labor fitted in Russia and the American South by 
the middle of the nineteenth century. Kolchin is 
Professor of History, University of Delaware. In- 
dex. 

Limerick, Patricia Nelson. The legacy of conquest: 
The unbroken past of the American West. New 
York and London: Norton: Markham, Ontario: 
Penguin Books Canada, 1987. Pp. 396. $17.95. 
ISBN 0-393-02390-7. JEL 87-1014 

Examines the West as an important meeting 
ground where different racial groups intersected 
and were tied together by the workings of con- 
quest. Argues that the intersection of ethnic diver- 
sity with property allocation unifies Western his- 
tory. Part 1 examines: an empire of innocence, 
property values; denial and dependence; un certa i n 
enterprises; and the meeting ground of past and 
present. Part 2 discusses: the persistence of na- 
tives; racialism on the run; America the border- 
land. mankind the m a n a ger ; mid the b u rde ns of 
western American history. Limerick teaches his- 
tory at dm University of Colorado, iadex. 

Perrot, Michelle. Workers on strike: F r amer 1871- 
1890. Translated from die French by Cmus Turner 
with the assistance ef Erica Carter and Glams 
Laudet. New Haven and London: Yale U ni vers it y 
Press; Leamington Spa, England; Berg, {1964] 
1967. Pp. 321. $27.50. ISBN 0-300-03849-6. 

JEL 87-1016 
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Analysis at strike* in France in the litter put 
of the nineteenth century. Originally published in 
French as ] tunes te de la Grtve: France 1871-1890 
in 1004. Examines (he origin of both sudden and 
announced strikes and the organizations and ring- 
leaders involved in the running of a strike. Dis- 
cusses various strike methods as well as the nature 
of participation in strikes. Assesses the material 
circumstances of strikers and describes the form, 
sources, and extent of assistance available to them. 
Reviews the actions, meetings, and language em- 
ployed in strikes to highlight the collective life of 
strikers. Analyzes the results of strikes and the 
role of employers, the state, and society. Con- 
cludes: that strikes were proletarian in character 
and derived their support from the middle layers 
of the working class; that Hie nature of the strike 
was influenced by type of occupation; and that the 
strike is a social process rather than an empty form. 
Perrot is Professor of History at the University of 
Paris. Select bibliography; no index. 

Potter, Beatrice. The co-operative movement in 
Great Britain. Third edition. Aldershot, England 
and Brookfield, Vt.: Cower in association with the 
London School of Economics and Political Science, 
[1891, 1893] 1987. Pp. xxxvU, 260. $53.95. ISBN 
0-566-05143-5. JEL 87-1017 

First published in 1891 with a second edition 
published in 1893 that included an index and minor 
corrections. Current edition indudes a nineteen 
page preface by Dame Margaret Cole. Describes 
the origin and growth of the British Co-operative 
Movement os a form of democratic association rep- 
resenting one aspect of the larger movement to- 
ward industrial democracy, which characterized 
the history of the nineteenth century British work- 
ing class. Begins with a discussion of the coopera- 
tive idea, stimulated by the conditions stemming 
from the early years of Hie Industrial Revolution. 
Presents a history of Hie British movement and 
describes the cooperative store and Hie principles 
behind its operation. Reviews the development of 
the idea of federation whereby the independent 
stores ceded some powers to a central body. Exam- 
ines associations of producers as a bro th er h ood of 
workers controlling the organization and retaining 
profits and discusses the cooperative movement 
aa a state within a state. Index. 

Ritter, Gerhard A. Social welfare in Germany and 
Britain: Origin* and development. Translated Grom 
the German by Kim Tratnor. New York and 
Leamington Spa, England: Berg; distributed in 
North America by St Martin’s Press, New York, 
[1983] 1986. Pp. xi, 211. $25.00. ISBN 0-907582- 
40-4. JEL 87-1018 


This account of the evolution of the social welfare 
system in Germany and Britain was originally pub- 
lished in German as Soxialoerticherttng in 
Deutschland and England. Entstehung and 
GrundzUge <m VergjLeich. Review* the social con- 
cerns and social insurance in Europe in the late 
nineteenth century. Examines the state and social 
Insurance in Germany before 1914, focusing on: 
Hie impact of the rise of the labor movement and 
the economic crisis upon social concerns; the mo- 
tives for, and characteristics of, social insurance 
legislation in the 1880s; the attitude of political 
and social forces toward worker’s insurance; and 
the effects of social insurance legislation. Discusses 
mass poverty and social reform In Britain at the 
turn of the century, examining: the delayed devel- 
opment of state social insurance; the causes of social 
and political reform efforts; liberal reform policy 
between 1906 and 1914; and the supporters of so- 
cial legislation and the effect of reform. Compares 
the varying political motives, financing, and social 
forces and political institutions that shaped the 
structure of social insurance in these two countries 
before World War I. Ritter is Professor of Modem 
History at Hie University of Munich. Select bibli- 
ography; index. 

Schick, Irvin Cemil and Tonak, Ertucrul Ahmet, 
eds. Turkey in transition: New perspectives. With 
translations by Rezan Benatar, Irvin Cemil 
Schick and Ronnie Marci/lies. New York; Ox- 
ford; Toronto and Melbourne: Oxford University 
Press, 1987. Pp. xU. 405. $39.95. ISBN 0-19- 
504095-3. JEL 87-1019 

Thirteen papers, three previously published and 
revised, reflect upon economic and political trends 
in Turkey since World War 1. Part 1 desk with 
its political development and covers the Ottoman 
heritage; the political economy of Turkish democ- 
racy; and the periods of monoparty and multiparty 
rule. Part 2 assesses the nature of political forces 
and examines the left. Hie ultranationalist right, 
the religious right, and the army. Part 3 focuses 
on Turkey’s economic development and discusses: 
the process of agrarian change over 1923-70; eco- 
nomic development and crisis during 1900-80; 
changes in wage labor and unionization; and trade, 
aid, and debt. A final paper evaluates the changes 
in the decade before Hie military takeover of 1980 
and examines prospects for the future. The con- 
tributors are mainly political scientists. Schick is a 
research scientist. Tonak teaches economica at Si- 
mon’s Rock of Bard College, Great Barrington, 
Massachusetts. Index. 

Sommaiuva, Andrea andTu luo, Giuseppe. Carman 
macroeconomic history, 1880-1979: A study of the 
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effects of economic policy or i inflation, currency 
depredation and growth. Foreword by Clifford 
Wvmer. New York: St. Martini Preu, 1867. Pp. 
xx. 264. 135.00. ISBN 0412-32586-6. 

JEL 87-10 20 

Detailed analyiii of the macroeconomic develop- 
ment! in Germany from 1880 to 1879. Examine! 
the causes of economic growth and inflation, the 
effects of war destruction, and the consequences 
of the growth of the government sector. Analyses 
the behavior of die Reichsbank and the interna- 
tional gold flows from 1876-1913. Surveys the em- 
pirical literature on the German hyperinflation of 
1919-23 and develops a three-equation model of 
inflation and exchange-rate determination which 
allows for currency substitution and deviations of 
the exchange rate from purchasing power parity. 
Reviews the causes of the depression of 1929-33 
in Germany, and presents a disequilibrium macro- 
economic growth model of the German economy 
incorporating the quantity theory of money and 
the Fisher equation as long-run laws of economics. 
Sommariva is Economic Advisor at the Istituto 
Ban carlo San Paolo di Torino and lecturer at New 
York University. Tullio is Economic Advisor to die 
Commission of the European Communities in 
Brussels. Bibliography; index. 

Speier. Hans. German white-collar worker* and the 
rite of HUler. Translation. New Haven and Lon- 
don: Yale University Press, [1977] 1966. Pp. xxv, 
206. ISBN 0-300-03701-5. JEL 87-1021 

Originally published in German as Die Angesteil- 
ten cor dem Nationaleoxialismus: Ein BeUrag zum 
Vertindni* der deutachen SozioUtruktur 1918- 
1933 in 1977. Examines the status competition be- 
tween German white collar workers and both the 
older bourgeoisie and the new industrial and blue 
collar working classes; shows how this struggle af- 
fected the structure of the state and the prospects 
for revolution. Covering die years from 1918 until 
1933, the book discusses: the various strata among 
white collar workers; social origins of salaried em- 
ployee's; promotion; social stratification; relations 
with blue collar workers and entrepreneurs; the 
foundations of social rank and respect; the nature 
of hierarchy within enterprises and notions of class 
membership; and the role of education. Evaluates 
white collar response to nationalism and the nature 
of white collar organisations. Speier is Robert 
M. M. Maclver Professor Emeritus in Sociology and 
Political Science at die University of Massachu- 
setts, Amherst. Bibliography; index. 

Tmchova, Auci; Uw-Lnotu. Maurice and 
Nussjsaum, Helga, eds. Multinational enterprise 
* » historical p er s pective. Cambridge; New York 


and Melbourne: C am bridge University Press, 
Paris: Editions de la Maison des Sciences de 
1' Homme, 1986. Pp. x, 396. $49.50. ISBN 0-521- 
32040-2. JEL 87-1022 

Twenty-five papers published as part of the prep- 
aration for the Ninth International Economic His- 
tory Congress that was held in Berne in August 
1966 where one of the themes involved multina- 
tional enterprise (MNE). Introduction reviews crit- 
icisms of MNEs. Papers in the first part deal with 
the growth of MNEs, pre se nti n g a critique of the 
concept, a discussion of the technological and orga- 
nizational underpinnings of MNEs, and a descrip- 
tion of European MNEs in the United States from 
1875 to 1614 as well as analyses of specific industrial 
MNEs, and banks and capital markets. Papers in 
part 2 are devoted to government and the MNEs, 
emphasizing the roles of home and host countries, 
including British manufacturing, oil and Mexico, 
international business and Poland, fo re ign enter- 
prise in Finland, German MNEs and the Nazi 
state, agribusiness in Zimbabwe, MNEs and the 
sexual division of labor, MNEs and the New Inter- 
national Economic Order, and pers p ect i ves on 
MNEs. Tmchova is Professor of Economic History 
at the University of East Anglia. LAvy-Lebo ye r is 
Professor of Economic History at the University 
of Paris, Nantene. Nussbaum is Head of die Insti- 
tut f&r Wirtscha ft sgeschichte. Akademie der Wb- 
senschaften der DDR. Name, firm, and subject 
indexes. 

Worgei, William H. South Africa'* city of dia- 
mond*: Mine worker* and monopoly capitalism in 
Kimberley, 1967-1895. Yale Historical Pu b lications 
series, Miscellany no. 135. New Haven and Lon- 
don: Yale University Press, 1987. Pp. xvi, 330. 
ISBN 0-300-03716-3. JEL 87-1023 

Examines the history of Kimberley and the dia- 
mond mining industry from the discovery of dia- 
monds in the late 1860s to the development of a 
monopoly enterprise by Cedi Rhodes and DeBoers 
Consolidated Mines in the 1880s and 1890s. Part 
one examines: the transition from individual to 
large scale mining; the subjugation of die rami 
black societies to the demands of the industry; the 
use of law to build a prison-hke urban community 
fix blacks: and white mine workers, economic 
struggle, and labor consciousness. Part 2 discusses 
the establishment of a monopoly enterprise and 
the development of a company town. Concl u des 
with a discussion of the tumultuous yean of 1895- 
1905. Worger is Andrew W, Mellon Fellow in His- 
tory at Stanford University. Select H t agg ky, 
index. 

See also. Book Numbers JEL 87-1013, 87-1037, 87- 
1177 , 87-1226, 87-12X7 
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Katzenstein, Peter J. Corporatism and change: 
Austria, Switzerland, and the politics of industry. 
Paperback reprint. Cornell Studies in Political 
Economy series, Ithaca and London: Cornell Uni- 
versity Press, [1984] 1987. Pp. 331. 839.95, cloth; 
$14.95, paper. ISBN 0-8014-9467-2, pbk. 

]EL 87-1024 

Paperback reprint. [See JEL no. 85-0393 for an- 
notation of original edition. ] 

See also; Book Numbers JEL 87-1011, 87-1012, 87- 
1017, 87-1031, 87-1139, 87-1161 

100 Economic Growth; Development; 
Planning; Fluctuations 

110 Economic Growth; Development; and 
Planning Theory and Policy 

Crellet, GErard. Structures et strategies du divel - 
opponent iconomique (Structures and strategies 
of economic development). Collection: Thdmis — 
Sciences 4conomlques. Paris: Presses Universi- 
taires de France; distributed by Les Editions Fran- 
coises, Boucherville, Quebec, 1986. Pp. 651. Fr 
165.00, Can! 48.00, paper. ISBN 2-13039-594- 
5. JEL 87-1025 

Analyzes the different forms of underdevelop- 
ment and evaluates the merits of possible strategies 
in the context of interdependent economies. In 
the first part, the author proposes a typology of 
the form of economic development, according to 
the level of export and the effort of investment, 
in order to compare the different structures of de- 
velopment: regressive economies, extroverted in- 
dustrial economies, and tnarticulated economies. 
Theories and strategies of development ore then 
examined providing detailed analysis of agricul- 
tural, industrial, demographic and social problems. 
Hie last part refers to North-South relations, 
mainly the flow of goods and capital, and the role 
of international aid. Grellet used this material 
while teaching at the Universities of Bangui, Rabat, 
Casablanca, Nantes, and Paris I. Subject index. 
[Jean Mirucki] 

Lynch, John E., ed. Economic adjustment and con- 
version of defense industries. Westview Special 
Studies in Public Policy and Public Systems Man- 
agement series. Boulder and London: Westview 
Press, 1967. Pp. xiv, 312. $33.50, paper. ISBN 
0-8133-7396-4. JEL 87-1038 

Fourteen papers and an introduction by the edi- 
tor focus on policies to facilitate economic adjust- 


ment and conversion of defense industries. Papers 
examine: the significance of defense spending; the 
policy debate regarding die conversion approach; 
die importance at defense-related employment for 
selected weapons systems; a comparative study of 
adjustment to defense industrial cutbacks in four 
communities; the civilian reuse of defunct military 
bases; corporate diversification programs involving 
attempts to convert from military to civilian mar- 
kets; the European conversion experience; the re- 
use and conversion of industrial plants; the normal 
process of industrial plant redevelopment; civilian 
market opportunities for defense industries; state 
and local economic development programs; worker 
assistance and placement experience; the success 
of conversion policies; and dealing with major plant 
closures. The contributors are mainly economists. 
Lynch is Associate Director of Economic Adjust- 
ment, Office of the Secretary of Defense. Anno- 
tated bibliography; no index. 

Richards, Alan. Development and modes of produc- 
tion in Marxian economics: A critical evaluation. 
Fundamentals of Pure and Applied Economics se- 
ries, Marxian Economics section, vol. 12. Chur, 
Switzerland; London; Paris and New York: Har- 
wood Academic, 1986. Pp. viii, 151. $36.00, paper. 
ISBN 3-7186-0332-2. JEL 87-1027 

Surveys the state of the art regarding develop- 
ment and modes of production in Marxian econom- 
ics to evaluate the strengths and weaknesses of a 
Marxist approach to economic development. De- 
lineates the essential features of a Marxist approach 
to development problems and analyzes debates 
among Marxists on the uses of the concept of mode 
of production. The discussion of Marxist work on 
development focuses on each of three levels — sec- 
toral (especially rural and agricultural), national, 
and international. The concluding chapter provides 
a summary and suggests ways in which the neoclas- 
sical approaches to induced institutional innovation 
and collective choice differ from Marxist ap- 
proaches. Richards is Associate Professor of Eco- 
nomics, University of California, Santa Cruz. In- 
dex. 

Thirlwall, A. P., ed. Keynes and economic develop- 
ment: The seventh Keynes seminar held at the Uni- 
versity of Kerri at Canterbury, 1985. New York: 
St. Martins Press, 1987. Pp. x, 186. $27.50. ISBN 
0-312—45199-7. JEL 87-1028 

Five papers and discussions examine various as- 
pects of Keynes’s life and work. Papers by A. P. 
Thirlwall, W. B. Reddaway, and Hans Singer dis- 
cuss the relevance of Keynes and Keynesian analy- 
sis to developing countries. John Williamson spec- 
ulates about the impact on developing countries 
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if the Keynes Plan had been adopted at Bretton 
Woods, and Edward Heath examines the problem 
of the North-South divide and the role of interna- 
tional Keynesianism. The contributors are mainly 
economists. Thirhvall is Professor of Applied Eco- 
nomics at die University of Kent at Canterbury. 
Name, author, and subject indexes. 

See alto: Book Numbers JEL 87-0995, 87-1055, 87- 
1095, 87-1181, 87-1187, 87-1238 

ISO Count* y Studies 

Chenbry, Holus; IMbinson, Sherman and Syb- 
quin, Moshe. Industrialization and growth: A 
comparative study. With contributions by Cer- 
shon Feder et al. New York; Oxford; Toronto 
and Melbourne: Oxford University Press for the 
World Bank, 1986. Pp. x, 387. 929.95. ISBN 0- 
19-520547-2. JEL 87-1029 

A series of studies by the authors and others 
examine postwar experiences of semi-industrial 
countries by comparing the sources of industrializa- 
tion in different countries and analyzing structural 
change using a general equilibrium framework. 
Clarifies the role of industrialization in develop- 
ment through comparative studies of the econo- 
mies of Colombia. Israel, Japan, South Korea, 
Mexico, Norway, Taiwan, Turkey, and Yugoslavia. 
Addresses three main topics: industrialization as 
a stage in the overall transformation that consti- 
tutes economic growth; the similarities and differ- 
ences of the nine industrializing economies; and 
the relation between rising productivity and struc- 
tural change. Chenery is Professor of Economics 
at Harvard University. Robinson is Professor of 
Agricultural and Resource Economics at the Uni- 
versity of California, Berkeley. Syrquin is Professor 
of Economics at Bar-Ilan University, Israel. In- 
dex. 

Duicnan, Peter and Jackson, Robert H., eds. Po- 
litics and government in African states, 1980-1985. 
London and Sydney: Croom Helm; Stanford, 
Calif.: Stanford University, Hoover Institution 
Press. 1966. Pp. 442. 936.95. ISBN 0-8179-8481- 
X. JEL 87-1030 

Eleven papers trace the evolution of the formal 
structure of government and politics in Sub- 
Saharan African states since independence. An 
introductory paper reviews the economic and po- 
litical structure cf African states, focusing on its 
common features and the impact of colonial rule. 
Subsequent papers focus on groups of countries: 
Nigeria and Ghana; Cameroon, Togo, anfi the 
states of the former French West Africa; Zaire and 
Cameroon; Malawi, Zambia, and Zimbabwe-, Tan- 


zania, Uganda, and Kenya; the Hota of Africa; 
South Africa; Namibia, Botswana, Lesotho, and 
Swaziland; and Angola, Mozambique, and Guinea- 
Bissau. A final paper considers prospects and possi- 
bilities for economic and politic al development. 
The contributors are: A. H. M. Kirk -Greene, Vic- 
tor T. LeVine, Crawford Young, L. H. Gann, Carl 
G. Rosberg, Christopher Clapham, Thomas H. 
Henriksen, and the editors. Duignan is Senior Fel- 
low at the Hoover Institution. Jackson is Professor 
of Political Science at the University of British Co- 
lumbia. Select bibliography; index. 

[Levcik, Friedrich] Socialist economy and economic 
policy: Essays ia honour of Friedrich Levcik. Ed- 
ited by G. Fine. Studien fiber Wirtschafts- and 
System verglefcbe, Band 13. Vienna and New York: 
Springer. 1965. Pp. 279. 924.20, paper. ISBN 0- 
387-81903-7. JEL 87-1031 

Twenty-three papers (six in German) written and 
collected to honor Friedrich Levcik and his work 
related to comparative economics. General subject 
areas are: theory in socialism and economic reform; 
structural policy; employment and working time; 
finance, prices, and foreign exchange; international 
economic relations; and international comparisons. 
Specific topics include: the origins and develop- 
ment of the model of socialist economy, role of 
the law of value in socialist economy, technocratic 
versus democratic elements in the Polish economic 
reform, the state of Hungarian reform, s t ru ct ura l 
change and international economic comparisons, 
problems of export-oriented restructuring of Puhsb 
industry, money supply and inflation in the Soviet 
Union, decentralization and financial equilibrium 
in a centrally planned economy, East-West trade 
and joint ventures, energy trade within COME- 
CON, inventories in East and West, and the suc- 
cess of capitalism and the spread of socialism. No 
index. 

Lippit, Victor D. The econom ic developm en t cf 
China. East Cate Books series. Armonk. N.Y. and 
London: Sharpe, 1967. Pp. ix, 289. 935.00. doth; 
914.95, paper. ISBN 0-87332-403-X. 

JEL 87-4032 

Considers the economic development of China 
from the p er sp ect i ve of class interest and dm 
structure and as a case study in a o ctehst develop- 
ment. P r es e n ts a theoretical framework baaed on 
an analysis of class structure and surplus saw to 
assess changes that have taken and at* taking place 
in China. Uses the framework to dr A rrmlno ruaaons 
for China's deve l opment Mm prior to KMB and 
subsequent economic development ton the 
founding of the People's R ep ub li c . Argues that the 
critical change was the r ap hr eo wwt of daeeea with 
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a hostile or ambiguous attitude toward develop- 
ment by classes with a dear interest in develop- 
ment. The concluding chapter discusses some of 
the contradictions that have arisen in the socialist 
transition. General condusions are that the exis- 
tence of an autonomous, self-perpetuating hierar- 
chy within Chinese society is an obstacle equally 
to the emergence of either capitalism or socialism 
and that China's development path currently lies 
somewhere between the statist and socialist mod- 
els. IJppit is Professor of Economics, University 
of California, Riverside. Index. 

Murakami, Yasusuke andKosai, Yutaka, eds. Japan 
in the gfobal community: It* role and contribution 
on the eve of the 21st century. Hound Table Discus- 
sion on Japan in die Global Community series. 
Tokyo: University of Tokyo Press; distributed by 
Columbia University Press, New York, 1986. Pp. 
xvii, 129. $17.50, paper. ISBN 4-13-057014-5. 

JEL 87-1033 

Report organized from the proceedings of eight 
monthly conferences held between September 
1985 and April 1986. Part 1 deals with Japans eco- 
nomic, political, and cultural roles within the 
global community. Part 2 focuses on the conceptual 
framework that highlights Japan’s role in the 
twenty-first century and presents a seven port pro- 
posal outlining its responsibilities and strategies. 
Part 3 highlights the role of the Japanese people 
as participants in this future global community. 
Murakami is Professor of Economics at the Univer- 
sity of Tokyo. Kosai is Professor of Economics at 
the Tokyo Institute of Technology. No index. 

Skarstein, Rune and Wancwe, Samuel M. Indus- 
trial development in Tanzania: Some critical issues. 
Uppsala, Sweden: Scandinavian Institute of African 
Studies in cooperation with Tanzania Publishing 
House, Dar es Salaam; distributed by Almqvist 
and Wiksell International, Stockholm, 1986. Pp. 
xi, 291. SKr 80.00, paper. ISBN 91-7106-254-8. 

JEL 87-1034 

Analysis of key issues relating to the industrial 
development of Tanzania in the past two decades. 
Part 1 presents a historical analysis of industrial 
development in Tanzania since its independence 
and discusses the basic industry strategy adopted. 
Part 2 focuses on the problems and limitations of 
this strategy. Problem areas include: choice of 
technology, transfer of technology, and technology 
policy; economies of scale in industrial develop- 
ment; and linkages and sequencing in basic indus- 
tries. Part 3 considers the choice between develop- 
ment ■ through aid and through internal 
mechanisms, and examines the role of aid in eco- 
nomic growth as well as the rote of agriculture in 
industrial development. No index. 


Tsao, James T. H. China's develop me nt strategies 
and foreign trade. F or eword by Lawrence R. 
Klein. Lexington, Mass, and Toronto; Heath, Lex- 
ington Boob, 1967. Pp. xii, 209. $32.00. ISBN 
0-669-13954-8. JEL 87-1035 

Analysis of the problems of, and Strategies for, 
China's economic development and foreign trade. 
Part 1 deals with economic development and traces 
trends and patterns of development and economic 
strategies since 1950. Discusses recent problems 
constraining economic growth and economic plan- 
ning, and recent improvements in China’s eco- 
nomic development. Part 2 focuses on China’s for- 
eign trade and discusses trends in trade and 
commercial policy since 1950. Analyzes problems 
and recent improvements in trade between the 
United States and China. Speculates on the proba- 
bility of attaining long-term development objec- 
tives and presents the results of short-term pro- 
jections. Appendices present statistical tables, de- 
tails of an econometric model of China, and a 
comparison of two Chinese romanization systems. 
Tsao is a professor at Georgetown University. Glos- 
sary; bibliography; index. 

United Nations. Economic and Social Survey of Asia 
and the Tactic. 1986. U.N. Publications Sales No. 
E.87.II.F.1. Bangkok. Author, 1987. Pp. xiv, 172. 
$20.00, paper. ISBN 92-1-119440-7. 

JEL 87-1036 

Fortieth annual survey of economies in the 
ESCAP region. Part 1 focuses on recent economic 
developments and considers: developments in the 
world economy and their impact on the ESCAP 
region; economic developments in the ESCAP re- 
gion; and selected issues related to prices and pub- 
lic finance, trade and exchange rate policies, and 
agricultural price policies. Part 2 deals with human 
resource development in Asia and the Pacific and 
covers problems, policies, and perspectives relat- 
ing to population, nutrition and health, and educa- 
tion. No index. 

See also: Book Numbers JEL 87-0986, 87-0091, 87- 
1019, 87-1087, 87-1103, 87-1131, 87- 
1205 

130 Economic Fluctuations; Forecasting; 

Stabilization; and Inflation 

Berks d, Ivan T. Borchardt, Knut, eds. The impact 
of the depression of the 1930$ and its relevance 
for the contemporary world: Comparative studies 
prep ared for the A/5 session of the 9th Interna- 
tional Economic History Congress, 24-39 August, 
1986, Bern, Switzerland. Budapest: Karl Marx 
University of Economics, Academy Research Cen- 
ter of East-Central Europe; distributed by Kultura, 
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Hungarian Foreign Trading Company, I960. Pp. 
582. 125.00, paper. ISBN 963-7251-45-6. 

JEL 87-1037 

Twenty-two emyi (one in French and one in 
German), plui an introductory report and a con- 
cluding itudy, discuss the impact of the depression 
of the 1930s and its relevance for the con t emporary 
world. Part one presents a series of case studies 
covering the United States, Australia, Great Brit- 
ain, France, Belgium, Germany, Austria, East Eu- 
ropean economies, Yugoslavia, India, and El Salva- 
dor. Part two is devoted to a series of general topics 
and examines: the origin and similarities between 
the two crises of the twentieth century; post-World 
War II growth as a Schumpeter boom: economic 
crises and the state of confidence in each period; 
international capital movements and foreign ex- 
change markets in crisis; the Latin American debt 
crisis; private consumption and the development 
of industrial production; and agriculture in the 
Great Depression and in the 1970s. Be rend is Pres- 
ident of the Hungarian Academy of Sciences. Bor- 
chardt is at the Volkswirtschaftliches Institut, 
University of Munich. No index. 

Cacan, Phillip, ed. Deficit s, taxes, and economic 
adjustments. Eduardo Somensatto, associate edi- 
tor. AEI Contemporary Economic Problems se- 
ries, no. 455. Washington, D C. . American Enter- 
prise Institute for Public Policy Research, 1987. 
Pp. 332. $27.50, doth; 914.75. paper. ISBN 0- 
8447-3620-1, pbk. JEL 87-1038 

Ten papers, preceded by summaries, examine 
major macroeconomic policy issues facing the U.S. 
economy. Topics indude: causes and consequences 
of the behavior of the dollar; the international mon- 
etary system and proposals for international policy 
coordination, policy arguments arising from and 
related to changes in industrial structure and for- 
eign competition; disinflation, the dollar, and ve- 
locity; the ups and downs of oil; financial strains 
and public policy to maintain financial stability; 
the influence of employment shifts and new job 
opportunities on the growth and distribution of 
real wages; the domestic budget after Gramm- 
Rudmon and after Reagan; the new tax law; and 
lessons for the United States in the Japanese tax 
system. Cagan is Professor of Economics, Colum- 
bia University. Somensatto is a consultant for the 
World Bank. No index. 

Cutler, Tony; Williams, Karel and Williams, 
John. Keynes, Beveridge and beyond. London and 
New York: Routledge and Kegan Paul, 1966. Pp. 
xi, 182. 947.50. ISBN 0-7102-0483-3. 

JEL 87-1040 

Analysis of British economic and social policy 
since Work) War II, Argues that policy was guided 


by a commitment to liberal co ll ect i vism whose 
main architects were Keynes and Beveridge. Dis- 
cusses the inherent shortcomings of such a philoso- 
phy and argues that liberal collectivism became 
increasingly undermined during the economic ex- 
pansion of die 1950s and 1960s and the succeeding 
recession of the 1970s and 1960s. Considers post- 
war development of company pensions as a form 
of occupational welfare, arguing that private pen- 
sion schemes promot e inequality. Analyzes the pat- 
tern of employment by gender, skill, and pay level, 
showing how the original assumptions about the 
social character of the workforce and the wage lev- 
els at which work would be available have been 
invalidated during the last thirty years. Concludes 
that the current crisis of the British economy can- 
not be resolved by use of the liberal collectivist 
philosophy and explores some new terrains of pol- 
icy. Cutler teaches sociology at Middlesex Poly- 
technic. John Williams and Karel Williams teach 
economic and social history at the University Col- 
lege of Wales, Aberystwyth. Bibliography; index. 

Holden, K.; Peel, D. A. and Thompson. J. L. The 
economics of wage control. New York: St. Martin's 
Press, 1967. Pp. ix. 144. 932.50. ISBN 0-312- 
23654-9. JEL 87-1041 

Introductory textbook on the economics of in- 
comes policy. Reviews the historical experience 
of controls in a number of countries. Discusses 
ways of assessing the impact of conventional in- 
comes policies and their effect on nominal wage 
change and on prices. Discusses the tax-based in- 
comes policies and final offer arbitration. Presents 
the economics of indexation and di s miss es the fu- 
ture of wage and price controls. In spite of negative 
conclusions regarding the efficacy of incomes poli- 
cies, suggests that wage and price controls may 
provide some influences that moderate the growth 
of unemployment while anti-inflationary policies 
are being pursued. Holden is Senior Lecturer in 
Economics at the University of Liverpool. Peel is 
Professor of Economics at University College. 
Aberystwyth. Thompson is Senior Lecturer in Eco- 
nomics at Liverpool Polytechnic. Author and sub- 
ject indexes. 

Marshall, Michael. Long waves of regional devel- 
opment. New York: St Martin’s Press, 1987. Pp. 
xv, 280. 932.50. ISBN 0-313-49674-5. 

JEL 87-1042 

Investigates long waves in regional development 
through a synthesis of regional analyaU and long 
wave theory. Part 1 deals with long waves in capi- 
talist development and reviews: theo r i es of long 
waves; the relationship betw een long waves, tech- 
nological change, and the capit alis t labor p r o c a m. 
and long waves, capitalist crisis, and the business 
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cycle. Part 2 describes the long waves of regional 
development in Britain between 1941 and 1971. 
Part 3 coven nineteenth-century long waves and 
includes a discussion of contrasting regional experi- 
ences as well as the uniqueness of the British expe- 
rience. Part 4 focuses on twentieth-century long 
waves and covers economic fluctuations and un- 
even regional development, and industrial restruc- 
turing and the new spatial division of labor. Mar- 
shall is Senior Economist at the West Midlands 
Enterprise Board. Bibliography; author and sub- 
ject indexes. 

Mason, Sir John; Mathias, P. and Westcott, 
J. H., eds. Predictability in science and society: A 
joint symposium of the Royal Society and the Brit- 
ish Academy held on 20 and 21 March 1986. Lon- 
don: The Royal Society and the British Academy, 
1986. Pp. viii, 145. £15.50, paper. ISBN 0-85403- 
284-3. JEL 87-1043 

Eight papers and discussions, previously pub- 
lished in the Proceedings of the Royal Society of 
London, series A, volume 407, focus on predict- 
ability in physical and economic systems. A. K. Sen 
discusses methodological issues associated with 
prediction in economic theory. D. F. Hendry ex- 
amines the role of prediction in evaluating econo- 
metric models. Sir James Lighthill covers the fail- 
ure of predictability in Newtonian dynamics, and 
Sir John Mason assesses numerical weather predic- 
tions. C. A. Cohen examines historical inevitability 
and human agency in Marxism. J. H. Westcott 
reviews the application of control theory to macro- 
economic models. Sir Terence Burns evaluates the 
interpretation and use of economic predictions, 
and J. A. Culland discusses the predictability of 
living marine organisms. No index. 

Parikh, Ashok, Estimation and forecasting of trade 
shares. Development Papers series, no. 5. U.N, 
Sales No. E.86.11.F.17. Bangkok, Thailand; United 
Nations Economic and Social Commission for Asia 
and the Pacific, 1986. Pp. ix, 344. $33.00, paper. 
ISBN 92-1-119410-5. JEL 87-1044 

Considers trade between the ESCAP countries 
and the rest of the world. Estimates and forecasts 
the trade of Asian developing countries to obtain 
information not available through the World Link 
study. Critically evaluates various methodologies 
for the estimation of bilateral trade shares and Bows 
in terms of their assumptions, results, and pre- 
dictive ability, and develops a method of estimating 
the elements of the trade share matrix that assumes 
that export prices and imports are exogenously 
given. Analyzes patterns of trade from 1965-80 and 
considers the assumptions needed by various ap- 
proaches to the estimation of export equations and 


import shares. Presents the author’s Almost Ideal 
Demand System (AIDS) and estimates quantity 
share equations. Examines the uses of the CES 
utility function to derive a Hickman-Law linearized 
version to estimate the elasticity of substitution 
and estimates export equations by countries. Ana- 
lyzes trade in manufactures using the AIDS and 
CES approaches and evaluates the predictive per- 
formance of various bilateral trade models. Con- 
cludes with a summary of the attempts to estimate 
trade shares in the context of link methodology. 
Parikh is Professor of Economics, School of Eco- 
nomic and Social Studies, University of East Ang- 
lia, Norwich, United Kingdom. No index. 

Rudebusch, Glenn D. The estimation of macroeco- 
nomic disequilibrium models with regime classifi- 
cation information. Lecture Notes in Economics 
and Mathematical Systems series, no. 288. New 
York; Berlin; London and Tokyo: Springer, 1987. 
Pp. 128. $17.80, paper. ISBN 0-387-17757-4. 

JEL 87-1045 

Discusses the econometric specification of a mac- 
roeconomic disequilibrium model incorporating 
nonstochastic information regarding market excess 
demand and the prevailing market regime. Part 1 
discusses issues in the specification of disequili- 
brium models. Part 2 critically assesses three prior 
attempts at econometric specification, discusses 
the exact excess demand specification, and outlines 
practical criteria for evaluation of econometric dis- 
equilibrium specifications. Part 3 presents the de- 
tails of the estimation of a disequilibrium model 
of the U. S. labor market specified with exact excess 
demand. Part 4 discusses the specification and esti- 
mation of a disequilibrium model with markets for 
labor, investment, and consumption. Part 5 pre- 
sents conclusions and considers the prospects for 
disequilibrium modeling. Rudebusch is associated 
with the Division of Research and Statistics, Board 
of Governors of the Federal Reserve System. No 
index. 

See also: Book Numbers JEL 87-0991 . 87-1005, 87- 
1020, 87-1057, 87-1080. 87-1092, 87- 
1103, 87-1208, 87-1210, 87-1214, 87- 
1250, 87-1254 

200 Quantitative Economic Methods and 
Data 

210 Econometric, Statistical, and 
Mathematical Methods and Models 

Bratley, Paul; Fox, Bennett L. and Schrace, Li- 
nus E. A guide to simulation. Second edition. New 
York; Berlin; London And Tokyo: Springer, [1983] 
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1087. Pp. xx, 397. 145.00. ISBN 3-387-06467-3. 

JEL 87-1046 

Graduate level textbook in simulation has been 
revised and updated. Topics include: variance re- 
duction; output analysis; rational choice of input 
distributions; nonuniform and uniform random 
numbers; simulation programming; and program- 
ming to reduce die variance. New features include 
Mardov chain simulation and gradient estimation. 
The treatment of asynchronous observations, indi- 
rect estimation, standardized time series, and the 
generation of random integers has been updated. 
Bratley and Fox are at the D4portement d’informa- 
tique et de recherche opdrationelle, University of 
Montreal. Schrage is at the Graduate School of 
Business, University of Chicago. Author and sub- 
ject indexes. 

Bhoemeijnc, Lyle D. andTsurumi, Hihoki. Econo- 
metrics and structural change. Statistics: Text- 
books and monographs series, vol. 74. New York 
and Basel: Dekker, 1987. Pp. vii, 266. ISBN 0- 
8247-7500-7. JEL 87-1047 

An introduction to statistical inference regarding 
structural change primarily from the standpoint of 
Bayesian inference and within the framework of 
linear analysis. Presents examples of the treatment 
of structural change in econometrics and statistics, 
and discusses Bayesian statistical inference. Ana- 
lyzes the univariate and multivariate case of chang- 
ing parameter models, the treatment of structural 
change in time series, and alternative models for 
dealing with structural change in econometric re- 
search. Each chapter contains several exercises. 
Broemeling is Scientific Officer for Probability and 
Statistics, Office of Naval Research, Department 
of the Navy. Tsurumi is Professor of Economics, 
Rutgers University. Index. 

[Cochrane. Donald] Specification analysis in the 
Unear model (In honour of Donald Cochrane). Ed- 
ited by Maxwell L. King and David E. A. Giles. 
International Library of Economics series. London 
and New York: Routledge and Kegan Paul, 1987. 
Pp. ix, 358. ISBN 0-7102-0614-3. 

JEL 87-1048 

Fourteen articles plus an introduction by the 
editors, honoring the early econometric work of 
Donald Cochrane, the late Dean of Economics and 
Politics at Monash University in Australia. Papers 
develop the general specification analysis theme 
in various ways, with specific emphasis on specifi- 
cation issues arising in the context of autocorrelated 
errors with regression model. The first part (6 pa- 
pers) deals with linear regression and aujocorre- 
lated errors and includes oontributkms. Part 2 (3 , 
papers) deals with general model specifications. 


The third part contains two chapters dealing with 
statisti cal issues of direct concern to econometri- 
cians. The last part compr ise s three essays dealing 
with data issues and applied econometrics. Three 
appendices reproduce two original articles written 
by Cochrane and Guy H. Orcutt and another by 
j. D. Sargan. King is Professor of Econometrics 
at Monash University, and Giles is Professor of 
Economics at the University of Canterbury, New 
Zealand. Index. 

Harris, Milton. Dynamic economic analysis. New 
York and Oxford: Oxford University Press, 1987. 
Pp. x, 137. $19.95. ISBN 0-19-504406-1. 

JEL 87-1049 

A graduate level textbook that presents an expo- 
sition of the most common techniques of dynamic 
economic analysis. Reviews the necessary mathe- 
matical background and discusses stationary dis- 
counted dynamic programming. Examines valua- 
tion equilibrium and Pareto optimality, and 
recursive competitive equilibrium. Concludes with 
a discussion of sequential game equilibria. Con- 
tains end-of-chapter exercises, with a solution man- 
ual available for instructors. Index. 

Jaffe, A. J. and Spiher. Herbert F. Misused statis- 
tics: Straight talk for twisted numbers. Popular 
Statistics series, no. 5. New York and Basel Dek- 
ker, 1987. Pp. «. 237. ISBN 0-8247-7631-3. 

JEL 87-1030 

Outgrowth of a series of articles on the misuse 
of statistics that appeared in die New York Statisti- 
cian. Helps the reader to become a critical ob- 
server of the statistical scene and to ask the proper 
questions. Misuses are classified into five catego- 
ries: lack of knowledge of subject matter: quality 
of die basic data; preparation of the study and the 
report; statistical methodology; and deliberate sup- 
pression of data. Analyzes the misuses in detail 
and presents actual and theoretical examples. Dis- 
cusses: survey and poll statistics. Ockham’s Razor, 
affirmative action and discrimination statistics, ec- 
toplastics, and governmental statistics. Jaflie is 
Senior Research Scholar Emeritus at Columbia 
University. Spirer is Professor of Information 
Management at die University of Connecticut, 
Stamford. Index. 

Kleijnen, Jack P. C. S tatistical tools for simulation 
pract it ione r s. Statistics: Textbook s and mono- 
graphs aeries, vol. 76. New York and B a s e l : Dek- 
ker, 1987. Pp. xii, 429. ISBN 0-8247-7333-0. 

JEL 87-1051 

A guide for practitioners wishing to eaapfoy sta- 
tistical techniques for the solution of ri mut a t i on 
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problems. Part 1 it devoted to runlength and confi- 
dence intervals and coven: terminating simulations 
and elementary statistics: assumptions of the t sta- 
tistic: res p ons es other than the mean; sample size 
or runlength; elementary steady-state concepts; an- 
alyzing nonterminating simulations; and applica- 
tions. Part 2 examines strategic issues related to 
regression analysis and experimental design and 
indudes: types of variables; metamodeling; basic 
regression analysis; optimization of simulated sys- 
tems; interactions; response surface designs; 
screening; and stogewise experimentation. Con- 
tains numerous exercises. Kleijnen is Professor of 
Simulation and Information Systems, Catholic 
University, Brabant, the Netherlands. Author and 
subject indexes. 

Kurzhanski, A. B. anoSicmund, K., eds. Dynamical 
systems. Proceeding? of an I1ASA (International 
Institute for Applied Systems Analysis) workshop 
on mathematics of dynamic processes, held at So- 
pron, Hungary, September 9-13, 1985. Lecture 
Notes in Economics and Mathematical Systems se- 
ries, no. 287. New York; Berlin: London and To- 
kyo: Springer, 1987. Pp. vi, 214. $24.40, paper. 
ISBN 0-387-17698-5. JEL 87-1052 

Sixteen papers investigate special topics in sys- 
tems dynamics. Part 1 discusses topics related to 
discrete dynamical systems. Part 2 examines viabil- 
ity theory and multivalued dynamics. Part 3 covers 
stability analysis, and part 4 focuses on controlled 
dynamical systems. Part 5 deals with biological and 
social applications of dynamic systems analysis. The 
contributors are mainly mathematicians and sys- 
tems analysts. Kurzhanski and Sigmund are associ- 
ated with the International Institute of Applied 
Systems Analysis, Austria. No index. 

Papanicolaou, George, ed. Random media. IMA 
Volumes in Mathematics and Its Applications se- 
ries, vol. 7. New York and Berlin: Springer, 1987. 
Pp. 321. $34.00. ISBN 0-387-96524-6. 

JEL 87-1053 

Twenty-one papers discuss current problems and 
methods in random media. Topics indude: stable 
convergence and asymptotic capacity measures; ef- 
fective equation and renormalization for a nonlin- 
ear wave problem with a random source; exercises 
for a book on random potentials, travel-time prob- 
lems for waves in random media, amorphous semi- 
conductors; localization for a random discrete wave 
equation; simulations and global optimization; low 
temp e r a ture behavior in random I sing models; 
wave equations, path integrals, and semfetassioal 
ap pro xi mations; effective conductivities of recipro- 
cal media; one-dimensional random ScbrOdinger 
oper at or s ; numerical simulation of Ito stochastic 
differentia] equations; regularity of the density of 


states for stochastic Jacobi matrices; dispersive bulk 
parameters fin- coherent propagation in correlated 
random distributions; and random rays and sto- 
chastic caustics. The contributors are mainly math- 
ematicians. Papanicolaou is at the Institute for 
Mathematics and Its Applications, University of 
Minnesota No index. 

Wricht, Gborce and Ayton, Peter, eds. Judgmen- 
tal forecasting. Chichester; New York; Brisbane 
and Toronto: Wiley, 1987. Pp. ix. 293. $59.95. 
ISBN 0-471-91327-8. JEL 87-1054 

Fourteen papers present an overview of judg- 
mental forecasting. Part 1 deals with the psychol- 
ogy of individual judgments and examines: the ade- 
quacy of judgmental forecasts; beliefs and 
expectations as causes of judgmental bias; the as- 
sessment of human judgment; subjective estima- 
tion of precise and vague uncertainties; and the 
psychology of forecasting. Part 2 focuses on judg- 
ment from groups of individuals and reviews: inte- 
grating group judgments in subjective forecasts; 
Delphi inquiry systems; forecasting methods for 
conflict situations; and bridging the gap between 
forecasting and action. Part 3 is concerned with 
the use of multiple regression analysis and dis- 
cusses: social judgment theory and forecasting; lin- 
ear models as decision aids in insurance decision 
making; and boot-strapping and linear models. Part 
4 examines the use of mental models for generating 
scenarios and judgmental handling of energy sce- 
narios. The contributors are associated with psy- 
chology departments and business schools. Ayton 
is with die Decision Analysis Group of the City 
of London Polytechnic. Wright is at the Bristol 
Business School. Index. 

See also: Book Numbers JEL 87-0975, 87-1081 , 87- 
1125 

220 Economic and Social Statistical Data 
and Analysis 

Arrous, Jean. Analyte multitectorielle et omittance 
(Multisectoral analysis and growth). Paris: Econo- 
mics; distributed in North America by Difiuseur 
G. Vermette, Boucberville, Quebec, 1987. Pp. vi, 
345. Fr 145.00, Can$ $37.95, paper. ISBN 2-7178- 
1262-8. JEL 87-1055 

Textbook dealing with the analysis of input-out- 
put tables in a dynamic context. Made up of 
twenty-two solved problems, ft starts each one of 
them with a presentation of a given c o ncept and 
some relevant bibliographical mites, followed by 
the statement of the problem. The detailed solu- 
tion it illustrated with appro p r iate tables and 
graphs, occasionally including the Instructions of 
die BASIC computer program, and presented with 
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an ec on omic interpretation of the results. The first 
part, an introduction to multisectoral analysis using 
a two-sector model, is based on the contributions 
of Leontief and is followed by an analysis of the 
interdependency among physical goods and its im- 
pact on monetary and factor-sharing variables, and 
finally its relevance to selected aspects of economic 
thought. In die second part, several growth models 
are examined and treated with numerical exam- 
ples: Leontief, Ricardo, Solow, Uzawa-Inada, and 
von Neumann. Arrous is Professor at the Univer- 
sity of Strasbourg. Annotated bibliography; no in- 
dex. [Jean Mirucki] 

Axilrod, Stephen H. , err al. Debt, financial stabil- 
ity, and public policy: A symposium sponsored by 
the Federal Reserve Bank of Kansas City, Jackson 
Hole, Wyoming, August 27-29, 1986. Kansas City: 
Federal Reserve Bank of Kansas City, 1966. Pp. 
xii, 235. Paper. JEL 87-1056 

Six papers, and critical commentary, presented 
at a symposium attended by economists. Federal 
Reserve officials, and executives from government, 
financial institutions, and business. Examines the 
implications of rapid debt growth on the nation's 
financial stability and appropriate public policy re- 
sponses. Bryon Higgins presents an overview of 
the symposium. Both Henry Kaufman and Benja- 
min Friedman discuss the impact of the growth 
of domestic debt on financial stability. Rudiger 
Dornbusch examines international debt and eco- 
nomic instability, and A. W. Clausen discusses in- 
ternational debt and public policy. Robert Eisen- 
beis examines regulatory policies and financial 
stability, and Lawrence Summers discusses debt 
problems and macroeconomic policies. No index. 

International Monetary Fund. World economic 
outlook, April 1987: A survey by the staff of the 
International Monetary Fund. IMF Occasional Pa- 
per. World Economic and Financial Surveys se- 
ries. Washington, D.C.: Author, 1967. Pp. vii, 
194. $15.00, paper. ISBN 0-939934-65- X. 

JEL 87-1057 

Semiannual review of world economic develop- 
ments. Draws on tire information the Fund staff 
gathers through regular and special consultation* 
with member countries as well as through its 
econometric modeling techniques. Covers devel- 
opments and p er form ance of Fund countries in 
1966 and p r osp ec ts and issues concerning the 
world economic outlook to 1991 as well at in the 
(host term (1967-68). Focuses on economic pros- 
pects and uncertainties in industrial countries and 
growth and adjustment in the developing world. 
Supplementary notes consider the priest of oil and 
non-oil primary commodities and the discrepancy 
in world current account balances. About half of 


the book consists of a detailed statistical ap pendi x 
No index. 

Owen, Dosain. Money, wealth and expenditure: In- 
tegrated modelling of consumption and portfolio 
behaviour. Cambridge; New York and Melbourne: 
Cambridge University Press, 1966. Pp. xl, 210. 
$34.50. ISBN 0-521-26761-7. JEL 87-1058 
Discusses key theoretical and empiri c a l aspects 
of modeling real-financial linkages and presents 
the "Yale’' or genera] equilibrium approach to mod- 
eling sectoral financial behavior, focusing on the 
Brainard-Tobin “Pitfalls” model. Considers possi- 
ble extensions of this model for modeling expendi- 
ture and portfolio behavior jointly. Reviews meth- 
ods of econometric estimation of systems of 
equations in portfolio models and surveys empirical 
applications of the general equilibrium model. De- 
scribes the sources of quarterly stock and flow data 
for the United Kingdom personal sector’s portfolio 
and presents the results of estimation and testing 
of integrated models of expenditure and portfolio 
behavior. Owen is associated with the University 
of Reading. Author and subject indexes. 

Smith, Stephen. Britain’s shadow economy. Oxford; 
New York; Toronto and Melbourne: Oxford Uni- 
versity Press. Clarendon Press. 1986. Pp. xii, 203. 
$34.50. ISBN 0-19-828569-6. JEL 87-1059 
Analysis of the nature and relative stxe of Brit- 
ain’s shadow economy — that portion of economic 
activity not covered by the economic accounts. Part 
1 defines the shadow economy and considers it in 
relation to the national accounts. Part 2 discusses 
the incentives and opportunities for tax and benefit 
baud as well as issues of detection, prosecution, 
and penalties. Part 3 focuses on measurement of 
the black economy and highlights the use of evi- 
dence from the demand for cash, national accounts 
discrepancies, and survey discre panc i es - Part 4 
covers the wider shadow economy, assesses the 
extent of the household economy, and examines 
the nature of substitution between the formal, 
household, and communal economies. Smith is 
Senior Research Officer at the Institute for Fiscal 
Studies. Bibliography; no index. 

See also. Book Numbers JEL 87-0 995, 87-1020, 87- 
1029, 87-1165. 87-1205. 87-1248 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

319 Domestic Monet aby and Financial 

Theory and Lanm n ows 

Bamberg, GOnter andSpsucmann, Klaus, ad*. Capi- 
ta/ market equilibria. With contributions by G. 
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Bamberg kt al. New York; Berlin and Tokyo: 
Springer, 1986. Pp. x, 228. 135.00. ISBN 0-387- 
16248-8. JEL 87-1060 

Six papers that are both introductory surveys 
and results of individual research on current issues 
of finance and related concepts of capital market 
equilibria. Intended to be an up-to-date backup 
for standard textbooks that treat finance from the 
equilibrium point of view. Topics are: the hybrid 
model and related approaches to capital market 
equilibria (Canter Bamberg); problems of portfolio 
decisions and capital market equilibria under in- 
complete information (Volker Firchau); the theory 
and empirical evidence related to option valuation 
(Robert Geske and Siegfried Trautmann); establish- 
ing the value of security agreements (Bemd Ru- 
dolph); testing the asset pricing model in a small 
economy where the issue of integration or segmen- 
tation of different national markets cannot be de- 
cided beforehand (Eduardo S. Schwarte and Mi- 
chael J. Brennan); and the simple analytics of 
arbitrage (Klaus Spremonn). Bamberg is Professor 
of Statistics, University of Augsburg. Spremann 
is Professor at the University of Ulm. Author and 
subject indexes. 

Barina. Marco and Carlktti, Silvano. Changes in 
the degree of concentration of the Italian banking 
system: An international comparison. Research Pa- 
pers series, no. 5. Rome: Banco Nazionale Del 
Lavoro, Economic Research Department, 1986. 
Pp. 90. Paper. JEL 87-1061 

Analysis of the degree of concentration of the 
Italian banking system. Discusses problems of 
methods and estimation, and the interpretation of 
concentration indices. Presents data on the degree 
of concentration in the Italian banking system at 
the end of World War II and changes in its struc- 
ture from 1976 to 1984. Compares banking concen- 
tration between Italy and France, Germany, Great 
Britain. Japan, and the United States. Bibliogra- 
phy; no index. 

Ciocca, Pierluigi, ed. Money and the economy : 
Central bankers' views. Translation. New York: St. 
Martins Press, [1983] 1987. Pp. x, 331. 129.95. 
ISBN 0-312-54429-4. JEL 87-1062 

Sixteen previously published papers and an in- 
troduction by the editor present the reflections of 
central bankers from various countries. Part 1 cov- 
ers the nature and functions of the central bank. 
Part 2 presents various Experiences with monetary 
management. Part 3 deals with die relationship 
between the central bank and commercial bonks. 
Part 4 focuses on the Internationa] dimensions of 
central banking. The contributors are, or have 
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Manager for Central Bank Operations at the Ban 
d'ltalia in Rome. Index. 

Dorn, James A. and Schwartz, Anna J., eds. T 
search for stable money: Essays on monetary i 
form. Chicago and London: University of Chic* 
Press and the Cato Institute, 1967. Pp. xvii, 40 
$30.00, doth; $13.99. paper. ISBN 0-228-1583 
6, pbk. JEL 87-10 

Nineteen papers and comments, most previous 
published in die Cato Journal, discuss issues r 
lated to the stability of money. One paper presen 
a historical perspective on the search for stab 
money. Three papers discuss the erratic natu 
of Federal Reserve policy. Three papers disci 
the possibility of constitutional monetary reforr 
Three papers focus on the role of monetarism 
the search for stable money. Two papers examii 
the central issues relating to monetary policy ar 
the gold standard. Four papers assess the prosper 
for the denationalization of money, and three p 
pers discuss the future of monetary policy. Ti 
contributors are economists. Dorn is Editor of tl 
Cato Journal and Associate Professor of Econom' 
at Towson State University. Schwartz is Resean 
Associate, National Bureau of Economic Researc 
Index. 

Economic Council of Canada. A framework f 
financial regulation. Ottawa: Author; distribute 
by Supply and Services Canada, 1987. Pp. x, 13 
$10.75, paper. ISBN 0-660-12320-7. 

JEL 87-10 

Examination of regulations affecting the activity 
of Canada’s financial intermediaries and agent 
which includes proposals to improve the effectiv' 
ness of regulatory control over the financial syster 
strengthen public confidence in its stabilit 
strengthen its ability to adapt to the changing nee< 
of the Canadian people, and enable it to compe 
in rapidly changing international financial market 
Topics include; the changing environment, final 
rial regulation in Canada, competition in the final 
rial system, the soundness of financial institution 
abuses within financial institutions, and bow w 
the financial system serves the needs of all Can at 
ans. Also available in French. No index. 

Coodhart, Charles; Cuhub, David and Llewk 
lyn, David T., eds. The operation and regulatic 
of financial markets. Studies in Monetary Econon 
ics series. London: Macmillan Press in auodstk 
with the Money Study Croup; distributed by She 
idan House, Dobbs Ferry, N.Y.. 1967. Pp. xv 
279. $45.00. ISBN 0-333-43582-6. 
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Second of a new annual series of (elected papers 
given at the regular meetings and annual confer- 
ence of the Money Study Croup. Contains ten pa- 
pers given at the 1964-85 meetings and the aruiual 
conference held at Brasenoee College, Oxford, in 
September 1965. Papers examine: U.K, banking 
supervision and the Johnson Matthey Affair; struc- 
tural changes in the British capital markets; per- 
sonal financial services in the United States; the 
variability of monetary growth; buffer-stock 
money; compulsory ratios and reduction in the vol- 
ume of deposits; rational forecasts in models of 
the term structure of interest rates; monetary pol- 
icy, private behavior, and the structure of interest 
rates in the United Kingdom: 1972-77; and vari- 
ability in some m^jor U.K. asset markets since the 
mid-1960s. Contributors are Economists. Good- 
hart is the Norman Sosnow Professor of Money 
and Banking at the London School of Economics 
and Political Science. Currie is Professor of Eco- 
nomics at Queen Mary College, University of Lon- 
don. Uewellyn is Professor of Money and Banking 
and Head of the Economic Department at Lough- 
borough University. No index. 

Incersoll, Jonathan E., Jr. Theory of financial de- 
cision making. Rowman and Littlefield Studies in 
Financial Economics. Totowa, N.J.: Littlefield, 
Adams; Rowman and Littlefield, 1987. Pp. xix, 
474. $39.50. ISBN 0-8476-7359-6. 

JEL 87-1066 

Textbook on the theory of financial economics 
directed primarily at doctoral students and re- 
searchers but also accessible to MBA and under- 
graduate students with an understanding erf' basic 
microeconomic theory and calculus. A mathemati- 
cal introduction reviews notation, outlines ad- 
vanced matrix operations, discusses constrained 
optimization, and examines probability. Discusses 
utility theory, arbitrage and pricing, portfolio anal- 
ysis, and the theory erf efficient markets. Examines 
single-period equilibrium models, including mean- 
variance analysis, die capital asset pricing model, 
complete markets theory, and general equilibrium 
considerations in asset pricing. Discusses multiper- 
iod models with consideration given to discrete- 
time intertemporal portfolio selection, distribu- 
tions of continuous-time finance, continuous-time 
portfolio selection, and option pricing. Provides 
an introduction to stochastic calculus and explores 
advanced topics in option pricing using I to calcu- 
lus. Examines the term structure of interest rates 
and considers questions of corporate capital struc- 
ture. ingersoll is Adrian C. Israel Professor of In- 
ternational Trade and Finance, School ,of Or- 
ganisation and Management Yale U ni v er s it y. 
Bibliography; index. 


Levitsky, Jacob and Prasad, Ranca N. Credit guar- 
antee schemes for small and medium enter pri s es. 
World Bank Technical Paper, no. 58. Industry and 
Finance Series, voi. 19. Washington, D.C.: World 
Bank, 1967. Pp. vl, 91. $5.00, paper. ISBN 0- 
8213-0866-1. JEL 87-1067 

Provides information on a variety of credit guar- 
antee schemes in twenty-seven d ev el oped and de- 
veloping countries. Examines the essential ele- 
ments, scope, and variety of such schemes and 
the problems they (see in their operations. Ana- 
lyzes the design, risk sharing, guarantee fees, han- 
dling claims, and financing of such schemes in de- 
veloped countries in North America. Europe, and 
Asia and the Pacific and developing countries in 
Asia, Africa, and Latin America. Contends that effi- 
ciently managed guarantee schemes, with a realis- 
tic level of fees and revenues from investments, 
operated with a business approach and assuming 
only prudent risks, should be able to achieve finan- 
cial autonomy while assisting small and medium 
enterprises. Levitsky is an operations adviser and 
Prasad is a staff member. Industry Depa r t m ent, 
World Bank. Selected bibliography; no index. 

Macbsich, George. Monetary policy and rational 
expectations. New York and London: Greenwood 
Press. Praeger. 1987. Pp. x. 154. $32.96. ISBN 
0-276-92327-4. JEL 87-1068 

An analysis of the importance of expectations 
in formulating and executing monetary policy. Re- 
views the nature of the debate regarding monetary 
policy. Examines the international dimension erf 
the search for a monetary regime. Outlines various 
forms of monetarism and investigates die relation- 
ship between monetarists, new dassicalism, and 
rational expectations. Discusses the methodologi- 
cal and business cycle issues related to monetar- 
ism. Specifies a money supply equation to decom- 
pose the monetary growth rate into anticipated said 
unanticipated components, and assesses the evi- 
dence for the macro rational expectations hypothe- 
sis based on cron country data for 50 countries 
from 1955 to the present Concludes with an exami- 
nation of the implications of this debate for mone- 
tary policy and econometric modeling. Macasfch 
is Professor of Economics and D ir ector of the Cen- 
ter for Yugoslav- American Studies, Research, and 
Exchanges, Florida State University. S el e ct ed 
bibliography; index. 

Madel, Sherman J. Real estate finance. San Diego; 
London; Sydney and Toronto: Harcourt Brace Jo- 
vanovich, 1967. Pp. xxv, 870. $34.95. ISBN (M5- 
575847-0. JEL 87-1060 

Introductory t ext book for courses in real estrrte 
finance or investment I n cor p o ra t es advances ht 
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the application of new concept* from finance, 
changes In analytical emphasis resulting from the 
Tax Reform Act of 1966, and the rapid change in 
die behavior of lenders. Part 1 provides a back- 
ground for real estate financing, and examines: 
mortgages, interest rates, discount rates, present 
value, debt service, leverage, and rates of return. 
Part 2 describes the sources and availability of 
mortgage funds. Part 3 examines the financing of 
homes from the perspectives of both buyers and 
lenders. Part 4 discusses in detail die analysis for 
financing and investing in income properties, and 
presents several cases illustrating loon and invest- 
ment analysis, the impact of tax reform, and lend- 
ing and investing arrangements. Each chapter con- 
tains teaching aides, including: objectives, 
summaries, key terms, and questions. Maisel is 
Professor of Real Estate and Urban Economics at 
the University of California, Berkeley. Glossary: 
index. 

Hose, Peter S. The changing structure of American 
banking. Columbia Studies in Business, Govern- 
ment, and Society series. New York and Guildford, 
England: Columbia University Press, 1987. Pp. 
xii, 419. $45.00. ISBN 0-210-05980-9. 

JEL 87-1070 

Examines the changing structure of American 
bonking since World War II. Discusses changes 
in numbers, relative size, geographic distribution, 
service, and organizational forms and assesses the 
impact of these structural changes on bank perfor- 
mance. Topics include: trends in the structure of 
American banking: bank structure and organiza- 
tion; entry and exit in American banking; die im- 
pacts of internal and external growth; concentration 
in the banking industry; branch banking; the con- 
glomerate bank holding company; competition 
from nonbank thrift institutions; the rise of non- 
bank financial conglomerates; and the probable ef- 
fects and future course of banking deregulation. 
Rose is Professor of Finance and holder of the 
Jeanne and John R. Blocker Chair of Business Ad- 
ministration at Texas AdcM University. Index. 

Skiver, Daniel Alan. Outper fo r mi ng Wall Street: 
Stock market profit* through patience and disci- 
pline. Englewood Cliffs, N.J.: Prentice-Hall, 1987. 
Pp. x, 208. Paper. ISBN 0-15-645235-3. 

JEL 87-1071 

Presents the author's patience and discipline 
(PAD) system for investing in the U.S. stock mar- 
ket Sets out rules for individual stock sele cti on 
and portfolio management, focusing on stocks that 
will outperform the market over the next three 
to five years. Discusses die best way to buy and 
•ell stocks and describes techniques oi market tim- 


ing based on indicators to avoid either buying dur- 
ing periods of market overvaluation or selling dur- 
ing periods of market undervaluation. Considers 
interrelationships between die economy and the 
stock market, and presents a scenario for the U.S. 
economy for the rest of the century that is used 
as a basis for die author's recommendation to con- 
centrate investments in high-technology stocks. 
Discusses efficient markets theory and offers rules 
for conservative and aggressive variants of PAD 
investing. Considers essential elements of stock 
options and financial futures trading, tax strategy, 
and information management. Seiver is Professor 
of Economics at Miami University, Oxford, Ohio. 
Index. 

Seucman, Barnard. Choosing an investment com- 
pany. Cambridge, Mass.: Harper and Row, Bal- 
linger, 1967. Pp. xvii, 174. $29.95. ISBN 0-88730- 
094-4. JEL 87-1072 

A guide and sourcebook for evaluating invest- 
ment companies and selecting appropriate funds. 
Topics include: financial markets; the characteris- 
tics of investment companies; bond and stock mu- 
tual funds; security selection; portfolio theory and 
management; performance of bond stock mutual 
fends; closed-end fends; real estate investment 
trusts; and financial planning. Seligman is a mem- 
ber of the Lubin Graduate School of Business, Pace 
University. Index. 

Solomon, Elinor Harris, ed. Electronic funds 
transfers and payments: The public policy issues. 
Norwell; Mass.; Dordrecht and Lancaster: Kluwer 
Academic, Kluwer-Nijhoff, 1987. Pp. xi, 244. ISBN 
0-89838-179-7. JEL 87-1073 

Nine essays examine the developing new finan- 
cial technology affecting money, banks, and the 
payments media. Presents a multidisciplinary syn- 
thesis to help identify directions of change and 
major public policy issues. Essays examine money 
now and in the future; payments and the economic 
transactions chain; telecommunications policy is- 
sues; payment system risk, market failure, and 
public policy; international payments and elec- 
tronic fend transfer links; monetary rules and con- 
trol; monetary modeling in a world of financial in- 
novation; new money and the old monopoly 
problem; and a consumer's view of electronic fend 
transfer. Solomon is Professor of Economics at die 
George Washington University. Index. 

Toma, Eugenia Fboedgb and Toma, Mark, eds. 
Central bankers, bureaucratic inc enti ve s , one 
monetary policy. Financial and Monetary Pobc) 
Studies series, vol. 13. Hingham, Maas., Dor 
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drecht and Lancaster: Kluwer Academic, 1966. Pp. 
xiv, 251. $57.50. ISBN 90-247-3366-6. 

JEL 87-1074 

Eleven papers, most previously published, ex- 
amine the behavior of central banks. Part 1 focuses 
on die structure of central bank financing and bu- 
reaucratic rents, and discusses: the theory and 
practice of monetary policy; inflationary bias in the 
Federal Reserve System; and the use of inputs in 
the Federal Reserve System. Part 2 deals with the 
organization of central bank bureaus and problems 
of control, and covers: bureaucratic theory and the 
choice of central bank goals and instruments; re- 
search activities and budget allocations among Fed- 
eral Reserve Banks; and banking sector influence 
on die relationship between Congress and the Fed- 
eral Reserve System. Part 3 examines: the role of 
politics on policy making; an international compari- 
son of central bank independence; and the possibil- 
ity of a private central bank. The contributors are 
economists. E. F. Toma and M. Toma are mem- 
bers of the Departments of Economics at Auburn 
University and Miami University, respectively. No 
index. 

Walter, Inco, ed. Deregulating Wall Street: Com- 
mercial bank penetration of the corporate securi- 
ties market. Wiley Professional Banking and Fi- 
nance Series. New York; Chichester; Brisbane and 
Toronto: Wiley, 1985. Pp. xii, 315. ISBN 0-471- 
81713-9. JEL 87-1075 

Ten papers assess the impact of excluding com- 
mercial banks from originating, underwriting, and 
dealing in financial securities. Papers discuss: the 
role of banks in the economy; the legislative history 
of the Glass-Steagall Act; the performance of bank 
securities activities before 1933; the competitive 
effects of allowing commercial bank affiliates to un- 
derwrite corporate securities; the riskiness of 
equity underwriting by commercial bank affiliates; 
bank safety and soundness and the risks of corpo- 
rate securities activities; the economic and legal 
aspects of possible conflicts of interest; the behav- 
ior of Eurobond markets where there is no separa- 
tion of commercial and investment banking; and 
the implications for policy. The papers argue that 
the benefits of deregulation would significantly out- 
weigh its costs. The contributors include econo- 
mists. Walter is Professor of Economics and Fi- 
nance at New York University. Index. 

Wilcox, James A., ed. Current reading s on money, 
banking, and financial markets. Frederic S. Mish- 
kin, Consulting Editor- Bocton and Toronto: Little, 
Brown. 1967. Pp. xii, 356. Paper. ISBN 0-316- 
94020-8. JEL 87-1076 


Thirty-five papers, all previously published, dis- 
cuss current issues in monetary theory and policy, 
and finance. Designed for courses in undergradu- 
ate economics departments and business schools 
as well as MBA programs. Part 1 focuses on finan- 
cial markets and interest rates. Part 2 deals with 
insurance and regulation of financial institutions 
as well as bank failures. Part 3 examines the need 
for redefinition of money, changes in the money 
supply, and the evolution of electronic fond trans- 
fer networks. Part 4 analyzes central banking and 
the conduct of monetary policy. Part 5 discusses 
recent developments in monetary theory, and part 
6 deals with international finance. The contributors 
are mainly economists. Wilcox is at the School of 
Business Administration at the University of Cali- 
fornia, Berkeley. No index. 

See alto: Book Numbers JEL 87-0868. 87-1056. 87- 
1058. 87-1065. 87-1070. 87-1075, 87- 
1080, 87-1131 

320 Fiscal Theory and Policy; 
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Aronson. ]. Richards and Schwartz, Eli. eds. 
Management policies in local gover nm ent finance. 
Third edition. Municipal Management Series. 
Washington, D.C.: International City Manage- 
ment Association for the ICMA Training Institute, 
[1975 . . .1981] 1987. Pp. 449. 919.95. ISBN 0- 
87326-075-9. JEL 87-1077 

The third edition of this textbook on municipal 
finance has been expanded and updated. Part 1 
is devoted to the local government setting and cov- 
ers the finance function; fiscal problems of the frag- 
roented metropolis; fiscal structure in the federal 
system; and local government revenues and expen- 
ditures. Part 2 deals with management tools and 
covers forecasting; budgeting; financial accounting, 
reporting, and auditing; and computer applica- 
tions. Part 3 ex a m ines revenue sources including 
property taxes: non pr o perty taxes; and user 
charges and special districts. Part 4 analyses finan- 
cial management and covers debt management; 
public pension fund administration; inventory and 
cash management; purchasing and risk msn ag r 
ment; unions, wages, and local gov ernment fi- 
nance; and capital budgeting. The contributors are 
mainly economists. Aronson and Schwarts are pro- 
fessors at Lehigh University. Selecte d bibliogra- 
phy; index. 

Auerbach, Alan J. and Kotukoff, Laurence J. 
Dynamic fiscal policy. Cambridge; New York and 
Melbourne: Cambridge University Proas, 1967. 
Pp. xv, 196. 932.90. ISBN 0-521-30041-X. 

JEL 87-J0TS 
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Analysis of the impact of fiscal policy on dynamic 
processes in the economy. Employs a dynamic, 
perfect foresight, general equilibrium, life-cycle 
model to examine various issues relevant to dy- 
namic fiscal policy. Introduces and describes the 
general model in detail. Discusses simulation 
methodology and conducts simulation analysis to 
examine various fiscal policies including: tax re- 
form: deficit financing; progressive taxation; invest- 
ment incentives; and social security. Evaluates re- 
cent fiscal policy and speculates on its future 
content. Auerbach is Professor of Economics at 
the University of Pennsylvania. Kotlikoff is Profes- 
sor of Economics at Boston University. Index. 

Boswokth, Barry P.; Carron, Andrew S. and 
Rhyne, Elisabeth H. The economica of federal 
credit programs. Washington, D.C.: Brookings In- 
stitution. 1987. Pp. xii, 214. ISBN 0-8157-1038- 
0 . JEL 87-1079 

An analysis of the economic justifications for gov- 
ernment credit programs. Examines and assesses 
the forms, rationale, evolution, and current need 
for government credit programs. Evaluates die 
economic effects of government credit and reviews 
loan programs in four areas — housing, small busi- 
ness, agriculture, and education. Examines the 
process of accounting and budgeting for credit pro- 
grams, and new directions in government credit. 
Bosworth is Senior Fellow in the Brookings Eco- 
nomic Studies program. Carron is Vice President 
of First Boston Corporation. Rhyne is Project De- 
velopment Advisor for the U.S. Agency for Inter- 
national Development in Kenya. Index. 

Campacna, Anthony S. U.S. national economic pol- 
icy, 1917-1985. New York and London: Praeger, 
1987. Pp. xix, 642. *55.00. ISBN 0-275-92426-2. 

JEL 87-1080 

Provides a survey of macroeconomic policy mak- 
ing over most of the twentieth century "spanning 
the period when monetary institutions, tax law, 
and budgetary procedures, which make economic 
policy feasible, if not always acceptable, were in 
place.” Examines major policies in terms of periods 
described by the political administrations. Dis- 
cusses major economic problems during each of 
these, emphasizing what was done and the degree 
of success. Evaluates policies in terms of die pre- 
vailing economic orthodoxy. Organizes presenta- 
tion around three questions: were the policies justi- 
fied, successful, and rational. Part 1 presents die 
overall record of the U.S. economy from the begin- 
ning of the century, emphasizing events since die 
end of World War I. Part 2 covers the Great De- 
pression, World War II, and the Truman adminis- 
tration, noting the acceptance of government inter- 


vention in economic affairs. Part 3 extends the anal- 
ysis to the Eisenhower years, Kennedy and the 
New Frontier, and Johnson and the Great Society. 
Part 4 treats economic policy in a changing world, 
discussing Nixon and the “Imperial Presidency,” 
the Ford administration, and the Carter and 
Reagan years. The last part presents suggestions 
about the future of economic policy making and 
how it can be improved. Campagna is Professor 
of Economics at the University of Vermont. Bibli- 
ography; index. 

Lewis, Gordon H. and Morrison, Richard J. In- 
come transfer analysis. New York; Immergut and 
Siolek, 1987. Pp. xx, 337. *49.50. ISBN 0-615163- 
01-2. JEL 87-1081 

Presents a conceptual framework for the analysis 
of the impact of government programs for Income 
security and taxation on individuals and families. 
Outlines the key elements of a potential software 
system for such analysis and describes a specific 
software system, MAPSIT, that is currently avail- 
able. Part 1 discusses problems of income transfer 
analysis and outlines the basic approach and design 
criteria. Part 2 describes the MAPSIT package, 
presents examples of its use in modeling income 
in transfer systems, discusses formats for secondary 
analysis, and describes other MAPSIT features. 
Part 3 focuses on applications and issues, and cov- 
ers: elements of modeling practice; the uses and 
applications of MAPSIT; and problems and poten- 
tials with regard to policy usage. Lewis is at Carne- 
gie- Mellon University. Morrison is associated with 
the Canadian Department of Health and Welfare. 
Index. 

McLure, Charles E., Jr. The value-added tax: Key 
to deficit reduction ? With a commentary by Mark 
A. Bloomfield. AEI Studies in Fiscal Policy se- 
ries, no. 450. Washington, D.C.: American Enter- 
prise Institute for Public Policy Research; dis- 
tributed by University Press of America, Lanham, 
Md., 1987. Pp. xi, 184. *21.00, cloth; *10.75, pa- 
per. ISBN 0-8447-3614-7, pbk. JEL 87-1082 
Expands and updates the author's earlier discus- 
sion of the value-added tax (VAT), published in 
1972. Describes the design and functioning as well 
as the economic effects of such a tax. Examines 
bow this type of tax would affect international com- 
petitiveness, the distribution of the tax burden, 
and state and local taxes. Reviews alternative reve- 
nue sources and issues in the design of a value- 
added tax. Compares die VAT with other forms 
of general sales tax. Discusses possible ways of 
dealing with particular problem industries and is- 
sues of int e rgo v e rn mental relations posed by s 
VAT. Includes an essay on die case for a value- 
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added tax by Mark A. Bloomfield. McLure U a 
Senior Fellow at the Hoover Institution. Index. 

Pechman, Joseph A., ed. Tax reform and theU.S. 
economy. Brookings Dialogues on Public Policy 
series. Washington, D C.: Brookings Inttitution, 
1987. Pp. ix, 107. Paper. ISBN 0-8157-6659-8. 

* JEL 87-1083 

Four papers, and comments, given at a confer- 
ence at the Brookings Institution in December 
1986, outline the major features of the tax reform 
of 1986 and assess its potential economic effects. 
Henry J. Aaron describes the important provisions 
of the tax bill, its major accomplishments, and 
missed opportunities. Larry I. Dildine examines 
the impact of the bill on American industry, and 
Eugene Steuerle analyzes the effect of the tax law 
on financial decisions. Patric H. Hendershott, 
James R. Follain, and David C. Ling estimate the 
impact of the bill on housing and real estate mar- 
kets. Pechman is associated with the Brookings 
Institution. No index. 

Razin, Assaf and Sadka, Efraim, eds. Economic 
policy in theory and practice. New York: St. Mar- 
tin's Press, 1987. Pp. xli, 552. $32.50. ISBN 0- 
312-23453-6. JEL 87-1084 

Fourteen papers with comments presented at a 
conference on economic policy in theory and prac- 
tice held in May 1984 at Tel-Aviv University in 
memory of Abba P. Lemer (1903-1982). Contribu- 
tions examine: the economics of public deficits; 
the international transmission of the effects of fiscal 
outlays and budget deficits; fiscal policy in open, 
interdependent economies; optimal currency sub- 
stitution policy and public finance; inflation and 
the government budget constraint; international 
capital flows and the world debt problem; capital 
flows between developing and developed coun- 
tries; the political economy of Leviathan; capital 
gain taxation on non-Austrian assets; right of way 
and congestion toll; corporate taxation in the 
United States; a dynamic model of the effect of 
labor unions on investment in training; corporate 
governance and market structure; and vertical inte- 
gration and the distribution of property rights. 
Contributors are economists. Razin and Sadka are 
Professors of Economics at Tel-Aviv University. 
Author index. 

United Nations, Department of Technical Co- 
operation for Development, Development Ad- 
ministration Division. The role of the public 
• actor in the mobilization of domestic financial 
resource* in developing countries. New York; 
United Nations. 1986. Pp. 148. 16.00, paper. 

JEL 87*4085 


Report and background papers of an inter r e- 
gkmal seminar on the role of the public sector in 
the mobilization of domestic fin a nci a l res o u rces for 
social and economic development of developing 
countries that was sponsored by the United Na- 
tions Department of Technical Co-operation for 
Development and held at the headquarters of the 
Economic and Social Commission for Asia and the 
Pacific in Bangkok, Thailand, in December 1985. 
Part 1 is the seminar report adopted by the partici- 
pants and focuses on; the trends and structural 
changes in resource mobilization in the public sec- 
tor; budgetary policy in developing countries; do- 
mestic resource mobilization-— financial institu- 
tion i and policy; and surplus generation by public 
enterprises for national economic development. 
Part 2 contains (bur background papers on the 
above topics. Also available in Arabic, Chinese, 
French, Spanish, and Russian. No index. 

Wildasin, David E. Urban public finance. Funda- 
mentals of Pure and Applied Economics series. 
Regional and Urban Economics section, vol. 10. 
Chur, Switzerland; London; Paris and New York: 
Harwood Academic. 1986. Pp. viii, 175. $15.00, 
paper. ISBN 3-7186-0334-9. JEL 87-1086 

Reviews current developments in urban public 
finance. Discusses basic principles of resource allo- 
cation in economies with local governments, focus- 
ing on: locational efficiency, positive and normative 
analysis of local public expenditure, and Tlebout 
models of household mobility and public expendi- 
ture. Evaluates the distributive and efficiency ef- 
fects of property taxation and examines the ques- 
tion of land value taxation. Considers various 
intergovernmental fiscal relations such as: interju- 
risdictional benefit spillovers; tax export in g, tax 
competition, and optimal local taxation; household 
mobility; and intergovernmental transfers. Wfl da - 
sin is Associa t e Pro fess or of Economics, Indiana 
University. Index. 

World Bank. Haiti: Public expenditure rev ie w . 
World Bank Country Study series. Washington, 
D C.: World Bank, 1967. Pp. xix. 354. $15.00, 
paper. ISBN 0-6213-0872-6. JEL 87-1087 
Analyzes public expenditure in Haiti from a de- 
velopment persp e ctiv e; based on a World Bank 
mission in October-November 1985. R ev iews pub- 
lic expenditure in the oootext of economic stagna- 
tion, the need for structural reform, md a proposal 
that Haiti adopt a thre e ye ar raffing investment 
program. Discusses: the level and control of rocnr- 
rent and in v est me n t public expenditure, i n clu di n g 
public sector employment; the refe of aid donors; 
and the agricultural, public industrial c u tar p ri a c , 
electric pomer, transport, tsIccousuiaioUiOM, w* 
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ban, water supply, education, and health sectors. 
Recommends a public expenditure program for FY 
86-89; also contains sector-specific recommenda- 
tions. About half of die book consists of economic 
projections, a statistical appendix, and project-by- 
project data. No index. 

See also. Book Numbers JEL 87-1038. 87-1059, 87- 
1086. 87-1149, 87-1155, 87-1230 


400 International Economics 

Gilpin, Robert. The political economy of interna- 
tional relations. With the assistance of Jean M. 
Gilpin. Princeton, N.J.: Princeton University 
Press, 1987. Pp. xvi, 449. $45.00, cloth; $9.95, 
paper. ISBN 0-691-07732-0. JEL 87-1088 

Analysis of the political and economic aspects 
of international relations. Defines international po- 
litical economy as the interaction between the state 
and the market, and evaluates the liberal, national- 
ist, and Marxist perspective on this interaction. 
Examines the dynamics of the international politi- 
cal economy, and the evolution and characteristics 
of the international monetary system. Discusses 
key issues relevant to the politics of international 
trade, and analyzes the role of multinational corpo- 
rations and international production. Addresses the 
issue of dependency and economic development 
and describes the political economy of international 
finance. Reviews recent structural changes in the 
global political economy and considers the impact 
of the emergent international economic order. Gil- 
pin is Dwight D. Eisenhower Professor of Interna- 
tional Affairs at Princeton University. Index. 

Kkeinin, Mordechai E. International economics: A 
policy approach. Fifth edition. San Diego; Lon- 
don; Sydney and Toronto; Harcourt Brace Jovano- 
vich. Academic Press, {1971 . ’. .1983] 1987. Pp. 
xiii, 465. *32.95. ISBN 0-15-541536-7. 

JEL 87-1089 

Fifth edition of this textbook has been revised 
and updated to incorporate major events in the 
Internationa] economy that have occurred since the 
publication of the fourth edition. These events in- 
clude: the rise and decline in the value of the dol- 
lar, the oil glut, external debt of less developed 
countries, the rise of protectionism, and the new 
round of trade negotiations. New topics indude: 
sector specific factors, international trade under 
monopolistic compet i tion, export subsidies, trade 
policy under oligopoly, and the political economy 
of protection is m. End-of-chapter review questions 
have been added to assist students in identifying 


and retaining key conc e p ts . [For annotation of pre- 
vious edition see JEL no, 84-0151. ] Kreinto is at 
Michigan State University. Bibliography; index. 

UnitedNations, Defartmentop Economic and So- 
cial Affairs. World economic survey 1986: Cur- 
rent trends and policies in the world economy. 
U.N. Publications Sales No. E.86.11.C.1. New 
York; United Nations, 1986. Pp. x, 177. Paper. 
ISBN 92-1-109110-1. JEL 87-1090 

Overviews the world economy in 1985 and early 
1986 and makes projections for 1986 and 1987. 
The general theme of tills year’s annual survey is 
the Interaction between the recent shift in percep- 
tions and the domestic actions and cooperative in- 
ternational policy initiatives taken in 1985 with the 
changes in underlying economic conditions in the 
world economy. Analyzes reasons fin- die growth 
retardation in 1985, projects continuing large im- 
balances into 1986 and 1987, and estimates the 
impact of a further decline in oil prices and further 
depreciation of the dollar. Considers: the reduction 
in responsiveness of international trade to world 
output; world payments imbalances; the strength- 
ening of the international trading system and re- 
form of the international monetary system; and re- 
lationships between capital formation and 
adjustment in developing, centrally planned, and 
major industrial countries. The last chapter ad- 
dresses the critical economic situation in Sub-Sa- 
haran Africa as the major development challenge 
of the present decade. Statistical annexes. Also 
available in French, Russian, and Spanish. No in- 
dex. 

410 International Trade Theory 

Bhacwati, Jacdish. The theory of commercial policy: 
Essays in international economic theory. Volume 
1. Paperback reprint. Edited by Robert C. Feens- 
tra. Cambridge, Moss, and London: MIT Press, 
[1983] 1987. Pp. xi, 628. Paper. ISBN 8-282- 
52120-2. JEL 87-1091 

Paperback reprint of the first of two volumes 
containing a selection of the author’s writings in 
the theory of international trade and commercial 
policy since 1958. [See JEL no. 84-0453 for annota- 
tion of original edition.] 

Itauaner, Alexander. Theory and practice of inter- 
national trade linkage modal*. Advanced Studies 
in Theoretical and Applied Econometrics series, 
voi. 9. Nonveil, Mass.; Dordrecht and Lancaster 
Khiwer Academic, Martin us Ntyhoffi 1966. Pp. xi, 
390. ISBN 90-247-3407-X. JEL 87-1092 

Discusses the econometric modeling of interna- 
tional trade linkages. Reviews existing trade link- 
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age models, develops the theory needed to derive 
estimation-consistent import allocation models in 
a framework of neoclassical optimization, and pre- 
en ts and tests a new import allocation model based 
on the CRESH aggregator function. Chapters ex- 
amine the linkage system, import all o ca t ion mod- 
els, the use of elasticities of substitution, maximum 
likelihood estimation of nonlinear models with lin- 
ear constraints on the functional form, and the eco- 
nomic specification, data, estimation, and hypothe- 
sis testing of the new model pr ese n ted. Provides 
an overview of the results and presents suggestions 
for further research. Author and subject in- 
dexes. 

See alto: Book Numbers /EL 87-1044, 87-1111 

400 Tsaok Relations; Commkscial Policy; 

International Economic Integration 

Bradford, Coun 1., Jr., and Branson, William 
H., eds. Trade and structural change in Pacific 
Asia. National Bureau of Economic Research Con- 
ference Report series. Chicago and London: Uni- 
versity of Chicago Press, 1987. Pp. xix, 558. 
$58.00. ISBN 0-226-07025-5. JEL 87-1093 
Sixteen papers originally presented at a confer- 
ence organized by the National Bureau of Eco- 
nomic Research and entitled "Global Implications 
of the Trade Patterns of East and Southeast Asia.” 
The conference was held in Kuala Lumpur, Malay- 
sia, in January of 1984. Addresses two main 
themes: how South Korea, Taiwan, Hong Kong, 
and Singapore emerged as major manufacturing 
centers and the degree to which Malaysia. Thai- 
land, the Philippines, and Indonesia will follow a 
similar path of development. The introductory 
chapter by the editors integrates the main points 
that emerged from conference discussion!. Five 
papers consider the role of Pacific Asia in global 
trade patterns with respect to the United States, 
the European Community, and Japan, as well as 
the implications of recent U.S. trade policy and 
Project Link. Three papers examine structural 
change and transitional growth in the region. The 
remaining papers examine trade patterns and 
trends in eight Asian countries. Bradford is Associ- 
ate Director, Yale Center for International and 
Area Studies, Yale University. Branson is Professor 
of Economics and International Attain, Woodrow 
Wilson School of Public and International Affitirs, 
Princeton University. Author and subject i n dexes. 

Castillo, Carlos Manuel. The econom i c integra- 
tion of Central America in its next stags: tmM em i 
end opp o r tun ities. Washington, D.C.: Interameri- 
can Development Bank, Institute for LsHn Ameri- 


can De v elo p ment (INTAL), 1988. Pp. tv, 79. Pa- 
per. JEL 87-1004 

Presents the outlines of a regional cooper a tion 
program for the five countries of Central America 
based on a meeting of Central American e x pert s 
held by the Institute for Latin American Integra- 
tion (INTAL) in Tegucigalpa, Honduras, in De- 
cember 1985. P ropo ses that the Central American 
crisis is all- em br a cing and imperils the political 
and economic viability of the countries in the re- 
gion. Argues that it is possible to recover from it 
by means of an integral reconstruction process. 
Discusses reconst r uction of on a new economic pat- 
tern, on reorientation of the regional economic 
space, integration and economic recons tr uction, in- 
tegration and social development, and implemen- 
tation of the next integration stage. No index. 

Hayes, J. P. Economic effects of sanctions on South- 
ern Africa. Thames Essay leries, no. S3. Aider- 
shot, England; Brookfield, Vt; Hong Kong and 
Sydney: Cower for the Trade Policy Research Cen- 
tre, London, 1967. Pp. xii, 100. £7.95, paper. 
ISBN 0-566-06539-2. JEL 87-1 095 

Analysis of the potential economic eSects of sanc- 
tions on South Africa, neighboring countries, and 
tbe countries imposing sanctions. Reviews the ar- 
guments regarding the imposition and effective- 
ness of sanctions. Examines die history of economic 
sanctions against South Africa up to February 1987 . 
and assesses the possible nature, extent, and future 
escalation of those sanctions. An appendix pr e i en ts 
a model to assess the nature and extent of adjust- 
ment in the South African economy in the face of 
sanctions. Hayes is Senior Fellow at the Trade Pol- 
icy Research Centre, London. No index. 

Institute for Latin American Integration and In - 
tkr-Ameiucan Develofment Bane. The be tin 
American integration process in 1 984. Bueaot 
Aires: Institute for Latin American Integration, 
1987. Pp. 400. Paper. JEL 87-1006 

This annual report assesses the status of Latin 
American economic integration and cooperation. 
Reviews developments in tbe world and Latin 
American economies during 1964 and explores die 
institutional, trade, aid, legd, economic, and mon- 
etary and financial aspects of the Latin American 
Integration Association (LA1A) as well at the An- 
dean Croup, the Central Americ an Common Mar- 
ket, and the Caribbean Co mm unity. E val uate s the 
Latin American Economic Conform** at Quito, 
ananas the Latin American E c on o m i c System 
ooumnes p o wooQ as &&mmsac imdbqk who 
tuattscrttaM countries ma m ibwmnw 
economic forums, and exam tom the state of 
iutfwjtooil QoopoMHoBi EsmiMs 



1938 


Journal of Economic Literature 


cooperation, and the nature of multilateral 
program* and other forms of cooperation. Presents 
an evaluation of the process of integration and 
a chronology of main regional integration events 
in IBM. No index. 

Kakabadse, Majuo A. International trade in services: 
Prospects for liberalisation in the 1990s. Atlantic 
Paper series, no. 64. London; New York and Syd- 
ney; Cnx>m Helm for the Atlantic Institute for In- 
ternational Affairs, 1987. Pp. 90. £7.95, paper. 
ISBN 0-7099-3130-1 . JEL 87-1097 

Analysis of the key issues associated with the 
expansion of international trade in services. Exam- 
ines the (hanging role of services in national econo- 
mies and the associated changes in the character 
of service industries. Describes the evolution of 
the new international service economy and outlines 
the policy issues and perspectives relevant to at- 
tempts at trade liberalization. Outlines a possible 
work program for services trade negotiations. Ar- 
gues that successful negotiation of rules for trade 
in international services depends on the existence 
of real political commitment on the part of govern- 
ments. Kakabadse is Research Associate at the At- 
lantic Institute for International Affairs No index. 

Prebc, Ernest H. and Bendahmane, Diane B. , eds. 
New dimensions in foreign economic policy: Indus- 
trial — oil — banking. Washington, D.C.: U.S. De- 
partment of State, Foreign Service Institute, Cen- 
ter for the Study of Foreign Affairs, 1966. Pp. xiii, 
118. *3.75. paper. JEL 87-1098 

Twenty-three articles, originally presented at 
three symposia on foreign economic policy held 
at the Center for the Study of Foreign Affairs, ex- 
amine recent changes in energy prospects and pol- 
icy, international banking, and national industrial 
policy and the international economic system. An 
overview examines the decade of the 1970s during 
which die new era originated. Part one, dealing 
with energy prospects and policy ten years after 
the first oil shock, discusses: the world oil market, 
energy security, and U.S. interests and foreign pol- 
icy concerns. Fart 2 is concerned with international 
banking and the debt crisis, and examines: the 
prospects for lending to the LDCi, international 
financial institutions and the role of commercial 
financing, U.S. interests and policy implications, 
and a desirable structure for official and commercial 
lending to developing countries. Part 3, dealing 
with n a ti onal industrial policy and the international 
economic, system, reviews experiences in Japan, 
France, South Korea, and Brazil and presents im- 
pbcatiooa for U.S. trade and aid policy. P ree g is 
a visiting follow at the Center for the Study of 
Foreign Affairs. Bendahmane is a Washington - 


based editor and publications specialist. Bibliogra- 
phy; no index. 

Burner, Alex. The export cult: A global display of 
economic distortions. Boulder, Colo.: Westview 
Press; Aldershot, England: Gower, 1987. Pp. xiv, 
318. $37.50. ISBN 0-8133-0514-4. 

JEL 87-1099 

Examines die validity of the arguments for export 
promotions. Describes the general picture of ex- 
port subsidies and discusses the use of VALAD, 
a measure of net foreign currency value of a unit 
of export, to determine whether the activity profits 
the exporting country. Examines a wide range of 
techniques to encourage exports such as subsidies, 
exchange rate manipulation, insurance, subsidized 
credit, and tax incentives. Discusses the adverse 
impacts of various export incentives on the econ- 
omy. Reviews alternatives and makes conjectures 
about the role of exports in the 1990s in OECD 
countries. Appendices contain supporting materi- 
als and case studies. Rubner is an economic consul- 
tant and writer on economics. Index. 

See also: Book Numbers JEL 87-1010. 87-1015, 87- 
1033. 87-1035, 87-1044, 87-1091, 87- 
1120, 87-1139, 87-1170 

430 Open Economy Macroeconomics; 

Exchance Bates; International Finance 

Balassa, Bela and Williamson, John. Adjusting 
to success: Balance of payments policy in the East 
Asian NICs. Policy Analyses in International Eco- 
nomics series, no. 17. Washington, D.C.: Institute 
for International Economics, 1987. Pp. x, 121. 
$10.00, paper. ISBN 0-88132-061-7. 

JEL 87-1100 

An evaluation of the economic and financial con- 
dition of Asian newly industrializing countries 
within the context of their developmental require- 
ments. Discusses balance-of-payments targets and 
policies, and highlights: optimal foreign borrowing 
and lending; exchange rate protection; and adjust- 
ment policies. Presents a comparative perspective 
on the development experience of Hong Kong, 
Singapore, South Korea, and Taiwan, focusing on 
the reasons for their economic success, policies, 
and recent changes in exchange rates. Details 
trends in exchange rates, saving and investment 
rates, and other economic indicators for these 
countries and discusses their role in the global ad- 
justment process. Appendices discuss key issues 
relevant to the calculation and use of exchange 
rates and the estimation of the effect of exchange- 
rate changes. Balassa is Professor of Political Econ- 
omy at the Johns Hopkins University. Williamson 
is Senior Fellow at the Institute for International 
Economics. No index. 
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ie, William R. Mobilizing bank lending to 
btor countries. Policy Analyte* in International 
wnomic* series, no. 18. Washington, D.C.: Insti- 
te for International Economics, 1967. Pp. viii, 

. $10.00, paper. ISBN 0-88133-062-5. 

. JEL 87-1101 

Analysis of the possibilities for increased mobili- 
tion of new financing to debtor countries from 
'vate banks. Outlines the policy setting for this 
tiative as part of the strategy of debt manage- 
ent. Presents a proposal for new-reoney packages 
at would choose the financing mechanism accord- 
; to the preferences of different classes of banks, 
escribes the mechanism in this package that 
mid permit voluntary exit as well as the mecha- 
im for enforcement. Discusses how such a pack- 
: would fulfill the objectives of meeting cash 
w needs and equivalent burden sharing as well 
monitoring requirements. Reviews the domestic 
Mietary implications of lending options and dis- 
sses the future direction of debt management, 
ipendices present a brief overview of the debt 
oblem in early 1987, and debt strategy and pro- 
sals for relief. Cline is Senior Fellow at the Insti- 
te for International Economics. No index. 

rer, Peter. The European monetary system — 
4, pretent and future. Second revised edition. 
Ingham, Mass.; Dordrecht and Lancaster: Kiu- 
sr Academic. [1984] 1987. Pp. x, 163. $33.90. 
BN 90-247-3446-0. JEL 87-1102 

Assesses structural changes that have taken place 
the European Monetary System (EMS) since 
e first edition and incorporates proposals that 
ve been made for the future of the system. [See 
no. 85-1064 for annotation of first edition ] 
sly minor additions have been made to the text 
the first edition and an assessment of recent 
anges and proposals is placed in a supplement 
lowing the original text. Credits the EMS as 
s real success story of the Common Market since 
e First Enlargement and places the experience 
a major historical context wherein the System 
viewed as a transitional phase on the way to 
dementing a full economic and monetary union, 
ifiey is Head of the Economics Section of the 
iropa Institute, University of Amsterdam. Index. 

ards, Sebastian and Edwards, Alejandra 
ix. Monetarism and tiberabeetioH : The Chilean 
oeriment. Cambridge, Mass.: Harper and Bow, 
(linger, 1967. Pp. xxi, 233. $29.96. ISBN 0- 
730-106-3. JEL 87-1103 

Analyze* the problem* and a chi evements of 
tile's economic experiment in detail, emphasising 
; role of policy mistake* in the final disa p poin ting 
too me of the liberalisation p rogr am . Presents 


background information and an o v er v ie w of the 
experiment designed to liberalize the econo m y 
through reforms directed at increasing the role of 
the market mechanism and reducing existing harri- 
ers to inter n atio n al trade and capital movements. 
Explains why the experiment co l lap s ed by 1962 
when Chile e n t e red into a deep rec essi on. Ana- 
lyzes the military stabilization p ro gr am and the 
behavior of the interest rate and the real exchange 
rate. Discusses privatization and deregulation, and 
aspects of the liberalization of inter na tional trade. 
Develops a model of the labor market to explain 
the persistence of unemployment and examines 
the sequencing of the liberalization reforms. Con- 
cludes with s discussion of the lessons learned from 
the Chilean experience. S. Edwards is Asrodate 
Professor of Economics at the University of Califor- 
nia, Los Angeles. A. Edwards is an assistant profes- 
sor at California State University, Long Beach. 
Bibliography; index. 

Friedman, Ihvinc S. Toward worid prosperity. Re- 
shaping the global money system. Lexington, Mass, 
and Toronto; Heath, Lexington Books, 1967. Pp- 
xiii, 317. $24.95. ISBN 0-669-11564-6. 

JEL 87-1104 

Sets forth the author's views about remedying 
the failures of the global financial system in meet- 
ing the needs of the third world. Examines the 
breakdown of the system; the world economy and 
the mixed international financial system; concep- 
tions and misconceptions of international banking; 
sources of international finance; origins of the debt 
crisis of the 1960k; responses to the crisis; implica- 
tions of the current crisis for the restoration of 
creditworthiness, and preconditions for the restora- 
tion of creditworthiness. Presents proposals for 
strengthening the international financial system 
and discusses the need for a new Bratton Woods 
Conference. Friedman has served a number of fi- 
nancial institutions, including the U.S. Treasury, 
the World Bank, the International Monetary Fund, 
and Citicorp. Glossary; index. 

Hildebrand, John R. Monetary telagretfaa: Key 
currencies contr ib uting equitably to dev el opment . 
Bristol, lnd. : Wyndham Hall Press, 1987. Pp. vM, 
81. $12.95, paper. ISBN 1-55605-004-6 

JEL 87-1105 

Analysis of the progress of monetary ia t eg raBon 
m diff erent areas of the worl d . Examines C ent ral 
American currency proble ms and global and re- 
gional problems associated with monetary integra- 
tion bet ween Panama and Central America As- 
sesses the ea peri eno e of m o ne ta ry te teg r a hnn 
between the United States, dm Domhriqi Repub- 
lic. and Liberia. Diocuaaet the p r o b lem d fos Ufou - 
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tfon of seigniorage gains and evaluates future 
prospects for monetary integration. Index. 

Myers, Robert J., ed. The political morality of the 
International Monetary Fund : Ethics and foreign 
policy. Volume 3. New Brunswick, N.J. and Ox- 
ford: Transaction Books for tbe Carnegie Council 
on Ethics and International Adairs, 1967. Pp. 184. 
124.96, doth; $14.95, paper. ISBN 0-88738-674- 
1, pbk. JEL 87-1106 

Eleven papers analyze the recent approach of 
the IMF and possible means of improving its meth- 
ods of assisting financially troubled governments. 
Topics include: possible reforms of the IMF; a 
founder’s evaluation; a critique of IMF conditional- 
ity; a U.S. labor perspective on the IMF’s role in 
the international economy; a critique of the IMF's 
operation in Africa; the debt crisis; the ideological 
proclivities and political dilemmas of the IMF; the 
impact of IMF conditionality on agriculture in de- 
veloping countries; tbe role of the IMF as market 
maker for official business between nations; an 
analysis of the new role of die IMF; and an assess- 
ment of tbe Baker plan. Tbe contributors are 
mainly economists. Myers is President of the Car- 
negie Council on Ethics and International Affairs, 
New York City. Index. 

Patrick, HuchT. andTachi, Ryuichiro, ed n. Japan 
and the United Stater today: Exchange rates, mac- 
roeconomic policies, and financial market innova- 
tions. New York: Center on Japanese Economy 
and Business, Columbia University, 1967. Pp. vii, 
234. $25.00. ISBN 0-231-06575-2. 

JEL 87-1107 

Sixteen papers and comments presented at a con- 
ference held in New York City in June 1986. Part 
1 focuses on macroeconomic policy and perfor- 
mance, and reviews the prospects for redressing 
current account imbalances by appropriate macro- 
economic policies in Japan and the United States. 
Part 2 deals with recent developments in the yen- 
dollar relationship and discusses its antecedents, 
its implications for the U.S. -Japan relationship, 
and the prospects for exchange rate stability. Part 
3 discusses financial market innovations and fo- 
cuses on: present and future conditions; the inter- 
nationalization of investment banking; comparative 
studies of financial innovation, deregulation, and 
rafosnt in Japan and die United States; and Japa- 
nese financial liberalization. Part 4 examines asym- 
metry of institutional featu r e s as a source of trade 
frictions and assesses the political tapBoation* of 
U.S. -Japan e cono mi c r el ation s. The contributors 
are mainiyeconomiiti and business men. P a tr ick 
is R. D. CaBdns Professor of International Business 
and Director of the Canter on Japanese Economy 
and Business, Graduate School of Business, Co- 


lumbia University. Taohi is President of tbe Insti- 
tute of Fiscal and Monetary Policy, Japan Ministry 
of Finance. No index. 

Pool, John Charles and Stamos, Stkve. The ABCs 
of international finance: Understanding the trade 
and debt crieis. Lexington, Mass, and Toronto: 
Heath, Lexington Books, 1967. Pp. xii, 138. 
$23.00. ISBN 0-669-15605-1. JEL 87-1108 

Analysis of tbe nature of the international finan- 
cial sector in die twentieth century, focusing on: 
tbe fluctuations of the U.S. dollar; die effect and 
consequences of the changes in oil prices; the ori- 
gins and effects of the third world debt crisis; and 
die antecedents and causes of the U.S. trade prob- 
lem. Reviews the theoretical view of international 
trade and finance, and outlines the historical evolu- 
tion of the international monetary system. Analyzes 
the causes and consequences of the U.S., third 
world, and Mexican debt crises. Concludes with 
an examination of tbe prospects of future debt 
crises and the limits of orthodox policy. Pool is 
head of Charles Pool and Associates, Rochester, 
New York. Stamos is Associate Professor of Eco- 
nomics at Bucknell University. Index. 

Scammell, W. M. The stability of the international 
monetary system. Totowa, N.J.: Littlefield, Adams; 
Bowman and Littlefield, 1967. Pp. viii, 162. 
$29.50, cloth. $11.95, paper. ISBN 0-8476-7541- 
6, pbk. JEL 87-1100 

Examination of the international monetary sys- 
tem. Discusses die necessities of the system and 
traces its evolution. Analyzes the nature of interna- 
tional money and alternative approaches to setting 
exchange rates. Describes various theoretical ap- 
proaches to adjustment. Reviews the role and 
mechanism of capital fiowa and the nature of con- 
trol of the international monetary system. Con- 
clude* that the international monetary system is 
more stable and amenable to control than would 
appear at first tight. Scammell is Professor of Eco- 
nomics at McMastor University, Ontario. Index. 

Zexbato, Michel, ed. KeynMantsme et sortie de 
crise: Keynes centre It liberalisms? (Keynesianism 
and crisis end: Keynes against liberalism?). Paris: 
Dunod; distributed in North America by Difiii- 
hvre, Montreal, 1967. Pp. viii, 268. Fr 145.00, 
Can$ $42.00, paper. ISBN 2-04-616667-1. 

JEL 87-1110 

Thirteen economists address the issue of re- 
newed Keynesian policy. Following a review of 
Keynes’s global vision of the econo m y, they argue 
that his in ter ve nt ionism eras not to be conceived 
as a gradual shift toward socialism, bat rather s 
search for foil employment in a framework of a 
free- market system. They re-examine the recent 
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difficulties of effective Keynesian policy by study- 
ing the rigidity of supply and the destabilization 
of global demand caused by Interdependency of 
world economies, particularly with respect to the 
systems of payments. The third part proposes a 
refo r m of the international monetary system as a 
requirement for an effective Keynesian policy. Zer- 
bato is at the University of Bordeaux. Subject in- 
dex. [Jeon Mirucki] 

See alto. Book Numbers JEL 87-1030, 87-1056, 87- 
1008, 87-1110 
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Bhacwati, Jacdish. International factor mobility: 
Essays in international economic theory. Volume 
2. Paperback reprint. Edited by Robert C. Feens- 
tra. Cambridge, Mass, and London: MIT Press, 
119831 1987. Pp. x, 562. Paper. ISBN 0-262- 
52121-0. JEL 87-1111 

Paperback reprint of the second of two volumes 
of selected essays on international trade focusing 
on international factor mobility. [See JEL no. 84- 
0481 for annotation of original edition.] 

Bucrsteker, Thomas J. Multinational s, the state, and 
control of the Nigerian economy. Princeton: 
Princeton University Press, 1987. Pp. xvii, 344. 
>45.00, cloth; $12.50, paper. ISBN 0-691-07728- 
2. JEL 87-1112 

Examines Nigeria’s experience with indigeniza- 
tion and control of its national economy. Reviews 
six alternative theoretical approaches to interna- 
tional political economy, including: conservative 
neoclassical realism, liberal internationalism, 
structuralism, vulgar and sophisticated de pen den- 
til tas, and classical Marxism. Examines the 
sources, objectives, and consequences of Nigeria’s 
two-phased indigenization program. Discusses: the 
first indigenization decree and fronting, commer- 
cial consolidation, and inequality; the second in- 
digenization decree and die state as initiator, multi- 
national responses to the second decree; and the 
control of finance and the development of capital- 
ism in Nigeria. Biersteker is Associate Professor 
in the School of International Relations and Direc- 
tor of the Center for International Studies, Univer- 
sity of Southern California. Bibliography; index. 

Casson, Mark. The firm and the market; Studies 
on tmdHnatk ma l e nte rprise and the scope of the 
firm. Cambridge, Mass.: MIT Press, 1987. Pp Jdi, 
983. $27.50. ISBN 6-262-03129-9. 

JEL 87-1113 

Devefopt the roodera theory of the multinational 
enterprise (MNE) to encompass the firm in gen- 


eral. Extends the analysis of the MNE to incorpo- 
rate con te mpor a ry phenomena, such « strate g i c 
rivalry between MNEs and the restructuring of 
their global operations. Contends that, when ex- 
tended along these lines, the analysis of die MNE 
provides the basis for a general theory of corporat e 
organization over space, and shows that the ramifi- 
cations of the theory of the MNE go well beyond 
the areas to which it traditionally has been applied. 
Illustrates how the theory can be used for case 
study investigations and for formulations of policy. 
Includes discussions of applications of the analysis 
of quality control to the cons t r ucti on industry in 
the United Kingdom, vertical integration in the 
shipping industry, and foreign divestment and ra- 
tionalization in the motor industry. Considers areas 
of future research needed to understand the forces 
affecting the evolution and growth of the MNE. 
Casson it Professor of Economics, University of 
Reading. Bibliography; index. 

Davis, E. P. Rising sectoral debt/income ratios: A 
cause for concern? BIS Economic Papers series, 
no. 20. Basel, Switzerland: Bank far International 
Settlements, Monetary and Economic Depart- 
ment, 1967. Pp. 101. Paper. JEL 87-1114 

Analysis of tile impact of the rising ratio of debt 
to income in both the public and private sectors. 
Outlines the causes of growing debt and the con- 
cerns of monetary authorities in this regard. Docu- 
ments debt-income ratios for 1966-85 for the 
United States, the United K i n gdom. West Ger- 
many, Japan, and Canada. Presents a theoretical 
analysis of the relationship between debt and sta- 
bility, and examines: the determinants of interest 
rates on debt; the issue of bankruptcy; and the 
sectoral demand for credit. Discusses the esperi- 
. ence of major economies with the rela ti o n s h ip be- 
tween debt and financial stability. Conducts an 
econometric analysis of the determinants of lending 
risk and interest rates. Concludes that concerns 
regarding rising debt-income ratios are justified 
and outlines issues relevant to planned policy re- 
sponses. Davis is a member of the Monetary and 
Economic Department of the Bank for Interna- 
tional Settlements. No index. 

De Luris, Ingrid Dettek. Finance and protection 
of investment in developing countries. Second edi- 
tion. Aldershot, England and Bro o kfi el d, Vt.: 
Gower in association with the London School of 
Economics and P olitic al Science. [1975] 1967. Pp. 
xvii. 185. $41.50. ISBN 0-566-05465-5. 

JEL 87-1115 

Second edition focuses on the legal fra m e work 
of foreign in vestment This ed i tio n has been up- 
dated and includes a new introduction. Dtanaaaai 
incentives to invest in developing countries; the 
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legal value at state undertakings; conflicts of inter- 
est between territorial sovereignty and safety of 
investment; international law relating to nationali- 
zation; Internationa] settlement of investment dis- 
putes; investment guarantee schemes and insur- 
ance against nationalization risks; and the trend 
toward joint ventures. De Lupis is a lawyer and 
conducts a course on the international legal order 
at the London School of Economics and Political 
Science. Index. 

ENCBKitc-PEDEitsKN, Poul. World Bank manage- 
ment of structural crises in Africa: The energy sec- 
tor. GDR Research Report series, no. 9. Copenha- 
gen; Centre for Development Research, 1986. Pp. 
149. Paper. ISBN 87-88467-0(1-9. 

JEL 87-1116 

Examines whether the States of Sub-Saharan Af- 
rica (SSA) and Western donor agencies that provide 
most of official development finance on die subcon- 
tinent have acknowledged the extent of structural 
crisis in SSA development and are changing their 
policies and programs accordingly. Uses the World 
Bank as a case study for donor strategies and the 
energy sector as a case study of die awareness of 
structural crisis found in present government and 
donor policies and programs. The bulk of the report 
analyzes the global energy crises and the effects 
of current energy policies and programs on struc- 
tural adjustment in Africa and presents alternative 
energy policies for structural adjustment in Sub- 
Saharan Africa. The study also assesses contradic- 
tions in the World Bank approach and with World 
Bank energy assistance. Concludes that for the 
World Bank to fulfill a role of guarantor of national 
economic development in low-income countries it 
must overcome: (1) the dilemmas of dependence 
on state apparatuses to implement structural ad- 
justments that include a change and reduction in 
state intervention and (2) reliance on a series of 
development projects to achieve macroeconomic 
growth and structural change. The author is Re- 
searcher. Centre for Development Research, Co- 
penhagen, Denmark. No 

auct, Reuven. Economic perspective* on foreign 
borrowing and debt repudiation: An analytic liter- 
ature review- Monograph Series in Finance and 
Economics, Monograph 1966-4. New York; New 
York University, Graduate School of Business Ad- 
ministration, Salomon Brother* Center for the 
Study of Financial Institutions, 1967. Pp. 82. 
97.00, paper. jj* JEL 87-1117 

Analytical survey of the bta|eture regarding the 
debt situation of devefopin^bountries. Presents 
the historical background tajpe current state of 
inde b te dn ess and reviews tn4pWs at the dynamic 


relationship between debt and growth. Evaluates 
models of optimal debt with repayment and those 
that explicitly account for resource limitations and 
credit constraints. Examines models that consider 
the possibility of debt repudiation and estimate 
its costs. Discusses models that consider the impact 
of asymmetries of information between lenders and 
borrowers on the possibility of debt repudiation 
and describes models that focus on liquidity prob- 
lems and rescheduling. Highlights the role of ex- 
pectation, information, and international organiza- 
tions. Click is an economist in the Research 
Department of the Federal Reserve Bank of San 
Francisco. No index. 

Mosley, Paul. Foreign aid: Its defense and reform. 
Lexington, Ky.: University Press of Kentucky, 
1967. Pp. riv, 264. 925.00. ISBN 0-8131-1608-2. 

JEL 87-1118 

An analysis of the pattern of allocation and effect 
of foreign aid. Reviews the theoretical case for 
overseas aid as a public good. Examines the inter- 
national politics of aid and the nature of community 
and conflict among aid donors. Presents a formal 
model of the determination of bilateral aid dis- 
bursements and discusses the allocation of aid in 
recipient countries. Reviews the evidence for the 
effectiveness of aid as an instrument of develop- 
ment, a redistributive tool, and as an export sub- 
sidy. Concludes that aid has been unsuccessful as 
an instrument of political leverage and export pro- 
motion. Argues that the case for aid rests on the 
increase in growth rates of some recipient countries 
and the improvement of living standards of some 
poor people. Mosley is Professor of Development 
Economics and Policy at the University of Man- 
chester. Bibliography; index. 

Mowehy, David C. Alliance politics and economics: 
Multinational Joint ventures in commercial air- 
craft. Competing in a Changing World Economy 
Project series. Washington, D C. : American En- 
terprise Institute for Public Policy Research; Cam- 
bridge, Mass.; Harper and Row, Ballinger, 1987. 
Pp. xi, 194. ISBN 0-88730-213-0. 

JEL 87-1119 

Analyzes the causes and consequences of inter- 
national joint venture* in the commercial aircraft 
industry, focusing on ventures involving U.S. air- 
craft and engine producers and foreign enterprise*. 
Discusses the motives for participation by U.S. 
firms, managerial and organizational factors that 
affect the success or failure of pro j ects, and conse- 
quences for the structure and competitiveness of 
tiie industry. Describes the general characteristics 
of international Joint ventures and considers impli- 
cations of lnterfirm cooperation. Surveys recent 
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development* in the competitive and technological 
environment of the U.S. aircraft induttry and ex- 
amines several Joint ventures, including the Boeing 
767 and 7J7, CFM56 and V2500 engines, the 
McDonnell Douglas Mercure 200 project, the 
General Electric SNECMA, and the Saab- Fair - 
child 340 commuter aircraft. Considers the ap- 
proach of foreign firms and governments to joint 
ventures with studies of industries in Japan, Brazil, 
and Sweden. Considers the complications of joint 
ventures for U.S. policy makers and corporate 
managers. Mowery is Associate Professor of Eco- 
nomic* and Social Sciences, Carnegie- Mellon 
University. Bibliography: index. 

Nemetz, Peter N., ed. The Pacific Aim.- Investment, 
development and trade. Vancouver University of 
British Columbia Press, 1986. Pp. ix, 316. $19.95, 
paper. ISBN 0-7748-0266-6. JEL 87-1120 
Ten papers and an introduction by the editor 
examine the past pattern and future prognosis of 
trade, investment, and development of Pacific Rim 
countries and the critical role of energy supply 
and demand in their development and interdepen- 
dence with other global regions. Also issued as 
the Journal of Business Administration, volume 
16, numbers 1-2. Specific topics include: the pat- 
tern of Japan’s investment and trade with other 
nations; ASEAN in Pacific Basin trade; investment, 
growth, and employment in Thailand; Chinese 
overseas investment in the Pacific Rim; the role 
of Pacific ocean minerals; comparison of post- 1973 
changes in the energy systems of Japan and China; 
the role played by governments in the develop- 
ment and trade of petroleum resources in the Pa- 
cific Rim; factors affecting steam coal trade in Asia 
and the Pacific; the British Columbia coal industry 
and Pacific Rim trade and investment; and Cana- 
da’s role in Pacific Rim integration. Contributors 
are mainly economists and resource specialists. 
Nemetz is Associate Professor and Chairman of 
the Policy Analysis Division in the Faculty of Com- 
merce at the University of British Columbia and 
Editor of the Journal of Business Administration. 
No index. 

See also: Book Numbers JEL 87-1022, 87-1084, 87- 
1104, 87-1106, 87-1108, 87-1135, 87- 
1158 
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Robison, Li noon J. and Barry, Peter J. The cotn- 
petUive firm's response to risk. New York: Macmil- 


lan; London: Collier Macmillan. 1967. Pp. xif, 324. 
$37.50. ISBN 0-02-948640-8. JEL 87-1121 
This textbook and reference for advanced under- 
graduate and graduate students extends microeco- 
nomic theory to asset* the effects of risk on the 
equilibrium condition* for s c omp e titi ve firm. Part 
1 is an introduction to decision making under risk 
and covers the nature of risk, ordering individual*’ 
attitudes toward risk, and ordering risky choices. 
Part 2 deals with organizing firm-level re s ea r c h 
under risk and includes firm-level model* and 
equilibrium analytis under risk. Part 3 analyzes 
firm re s po ns e to risk, and coven optimal output 
under price uncertainty and risk-reducing input*, 
optimal input use, hedging, diversification, share 
leasing, and the use of information as risk re- 
sponses. Part 4 covers transformed distributions 
and response to risk, and includes indirect and 
direct outcome variables and insurance, managing 
financial structure, flexible durables, participation 
in public programs, and new technology as re- 
sponse to risk. Robison is with Michigan State 
University. Barry is with the University of Uhnoii, 
Urbane-Champaign. Author and subject in- 
dexes. 

510 ADSUNUTaATSDN 

Douglas, Evan J. Managerial economice: Analysis 
and strategy. Third edition. Englewood Clift, 
N.J.: Prentice-Hall, {1879. 1983] 1987. Pp- xxfcr. 
648. ISBN 0-13-550930-0. JEL 87-1122 

Managerial economics textbook designed for a 
one-term course at the undergraduate or MBA 
level. Changes to the current edition include a 
reorganization of chapters dealing with pricing 
analysis and decisions, and the inclusion of a chap- 
ter on product quality and competitive strategy. 
Additional new material incorporated throughout 
the text considers: daily interest discount factors; 
the principal-agent problem and the issue of incen- 
tive contracts; the learning curve in the context 
of changing input productivity as cu m ulative out- 
put grows; contestable markets and harriers to en- 
try; and cost-plus-foe and incentive bi ddin g Six 
new appendices at the end of relevant chapters 
contain some of the more complicated microeco- 
nomic theory materials f orme rl y in the basic text 
and discuss: indifference curve analysis, d em a nd 
forecasting, isoquant-isocost analysis of production 
problems, linear programming, models of a firm’s 
pricing decisions, and illegal pricing decisions un- 
der antitrust laws. Leanring and t r a cking aids in- 
clude: case study probl em* , recent examples, a 
study guide/workbook, and a computer courseware 
p-elMy and manual. Douglas it a member of the 
Department of E con omi cs at Bentley Coflege, 
Massachusetts. Author and subject i ndexes 
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Fox, Karl A. and Miles, Don G., eds. Systems 
economic*: Concepts, models, and m ult idi scipk- 
nary perspecti v es. Ames: lows Stste University 
Press, 1967. Pp. xvii, 252. 124.50. ISBN 0-8138- 
1738-2. JEL 87-1123 

Nine papers discuss the applications of a systems 
approach to problems in economics and agricul- 
tural economics. Part 1 covers general issues and 
includes papers on: the economy as an ecosystem; 
general equilibrium and general systems theory; 
systems theory in mathematical economics; and the 
concept of variety in systems behavior. Part 2 is 
devoted to applications and covers: holistic model- 
ing; systems management, repair, and improve- 
ment; behavior settings, time-allocation matrices, 
and social system accounts; models of social in- 
come; and community dynamics. Two appendices 
discuss holistic and problem shifting analyses and 
systems economics, and provide classic examples 
of systems thinking in several sciences. The con- 
tributors are Kenneth E. Boulding, Roy J. Gardner, 
Glenn L. Johnson, Michael S. Lawlor, James R. 
Prescott, Jati K. Sengupta, Paul van Moeseke, and 
the editors. Fox is Professor of Economics at Iowa 
State University. Miles is Lecturer in Agricultural 
Economics at the Muresk Institute of Agriculture, 
Western Australian Institute of Technology. Name 
and subject indexes. 

Grayson, Leslie E. Who and hou> in planning for 
large companies: Generalizations from the experi- 
ences of oil companies. New York: St. Martin’s 
Press, 1987. Pp. viii, 241. $37.50. ISBN 0-312- 
87005-1. JEL 87-1124 

Describes and analyzes the planning processes 
of five major oil companies — Royal Dutch/Shell 
Group, Chevron, Conoco, Compagnie Fran$aise 
des Pdtroles, and Sohio. Discusses long-range stra- 
tegic planning and scenario planning. Examines 
oil company planners and the planning process. 
Provides a detailed analysis of planning in each of 
the five oil companies. Notes differences among 
the firms according to nationality, multi-national 
or national states, size, and type of ownership. 
Grayson is Professor of International and Business 
Economics at the Colgate DavAta Graduate School 
of Business Administration, University of Virginia. 
Index. 

DC Koc, A. G. Production-inventory control models: 
A pproxim ations and algorithms. CWI Tracts se- 
ries, no. 30. Amsterdam: Centre for Mathematics 
and Comp uter Science, 16^7. Pp. iii, 214. Dfl 
33.00, paper. ISBN 60-6196^10-9. 

i . JEL 87-1125 
Probabilistic analysis of several one-product pro- 
ducttoo-inventory models whicjjh were designed to 


model coordination of the production rate with in- 
ventory levels in order to cope with random fluctu- 
ations in demand. Focuses on models with a com- 
pound Poisson demand process and two possible 
production rates, and concentrates on service mea- 
sures rather than on costs. Examines: the basic 
model with backordering of excess demand; the 
lost-sales model; the (ingle product production- 
inventory model with mixed backlogging and par- 
tial lost sales; the tingle product production-inven- 
tory model in which excess demand is either back- 
logged or completely lost; approximations for the 
average bolding and switching costs; a production- 
inventory model with positive setup time; and a 
dam problem with variable release rate. Index. 

[Marschak, Jacob.] Decision and organization : A 
volume in honor of Jacob Marschak. Second edi- 
tion. Edited by C. B. McGuire and Roy Radner. 
Minneapolis: University of Minnesota Press, [1672] 

1986. Pp. xxiv, 373. $15.95, paper. ISBN 0-8166- 

1365-6. JEL 87-1126 

Second edition of the essays in this Festschrift 
for Jacob Marschak includes an account of Mar- 
schak's career and work, as well as the addition of 
new references to many of the essays to indicate 
current literature on the topics. [See JEL no. 73- 
0192 for annotation of the first edition.] Includes 
a new biographical essay by Kenneth Arrow and 
an updated listing of Marschak’s works. McGuire 
is Professor of Public Policy at the University of 
California, Berkeley. Radner is Research Professor 
of Economics at New York University and a mem- 
ber of the staff at AT&T Bell Laboratories. Name 
and subject indexes. 

Peppers, Larry C. and Bails, Dale C. Managerial 
economics: Theory and applications for decision 
making, Englewood Clifis, N.J.: Prentice-Hall, 

1987. Pp. xxii, 679. ISBN 6-13-550055-9. 

JEL 87-1127 

Textbook in managerial economics covering eco- 
nomic theory and its application to business opera- 
tions. Topics indude: the economic roots of busi- 
ness operations; value creation by the firm; 
optimization techniques; demand analysis and con- 
sumer behavior; elasticity of demand; regression 
analysis and empirical estimation; demand analysis 
in marketing and sales; the production process; 
oost theory and measurement; estimation of cost 
and production functions; risk and uncertainty; 
capital budgeting; theory of the firm and market 
structure; models of imperfect competition; profits 
and profitability analysis; pricing decisions; and 
wealth creation and distribution in government and 
business. Each chapter contains a summary and 
questions. Peppers is at Washington and Lee Uni- 
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vanity. Bails is at Memphis State University. In- 
dex. 

Ramsey, Jackson E. Research end development 

‘ Project election criteria. Revised edition. Re- 
search for Business Decisions series, no. 80. Ann 
Arbor, Midi.: University Microfilms. UMI Re- 
search Press. [1978] 1986. Pp. 215. ISBN 0-8357- 
1708-9. JEL 87-1128 

Explores the research and development to oper- 
ations planning processes. Reviews and analyzes 
problems in present management approaches, in- 
tralevel objective and strategy interaction, and new 
product projects. Introduces and discusses the pro- 
cess of choice and interrelation among normative 
frameworks. Outlines the normative frameworks 
for intralevel objective and strategy interaction as 
well as for applied new product development proj- 
ect selection. Discusses the uses of normative 
frameworks to overcome identified failure causes. 
Bibliography; index. 

Sawakaci, Y.; Inoue, K. and Nakayama, H., eds. 
Toward interactive and intelligent decision support 
systems. Volume 1. Proceedings of the Seventh In- 
ternational Conference on Multiple Criteria Deci- 
sion Making, held at Kyoto, Japan, August 18-22, 
1986. Lecture Notes in Economics and Mathemati- 
cal Systems series, no. 285. New York; Berlin; Lon- 
don and Tokyo: Springer, 1987. Pp. xii, 445. 
*45.60. paper. ISBN 0-387-17718-3. 

JEL 87-1129 

Forty-five papers presented at an international 
conference on multiple criteria decision making. 
Part 1 focuses on interactive decision support sys- 
tems. Part 2 deals with interactive multiobjective 
programming methods. Part 3 consists of applica- 
tions in the field of planning, design, and produc- 
tion. Part 4 deals with the theory of vector 'optimi- 
zation. Contributors include several economists. 
Sawaragi is associated with the Japan Institute of 
Systems Research. Kyoto. Inoue is Professor, De- 
partment of Aeronautical Engineering, Kyoto 
University. Nakayama is Professor, Department of 
Applied Mathematics, Konan University, Kobe, Ja- 
pan. No index. 

Sawakaci, Y-; Inoue, K. and Nakayama, H., eds. 
Toward interactive and intelligent decision support 
systems. Volume 2. P ro cee d ings of the Seventh In- 
ternational Conference on Multiple Criteria Deci- 
sion Making, held at Kyoto, Japan, August 18-32, 
1996. Lecture Notes in Economics and Mathemati- 
cal Systems series, no. 286. New York; Berlin; Lon- 
don and Tokyo: Springer, 1987. Pp. xk. 450. 
*45-60, paper. ISBN 0-387-17719-1. 

JEL 87-1130 


Forty-five papers presented at an international 
conference on multiple criteria decision making. 
Part 1 focuses on intelligent decision support sys- 
tems. Part 2 deals with utility and risk analysis 
whereas part 3 examines value analysis and inten- 
sity at pre fe rence. Part 4 is devoted to h ierarc hy 
analysis and weighting methods. Rut 5 considers 
incomplete information, and pert 6 analyses group 
deci si on «. Contributors include several econo- 
mists. Sawaragi is Professor at the japan Institute 
of Systems Research, Kyoto- Inoue is a member 
of the Department of Aeronautical Engineering. 
Kyoto University. Nakayama is a member of the 
Department of Applied Mathematics, Konan Uni- 
versity, Kobe, Japan. No index. 

See alto: Book Numbers JEL 87-0985, 87-1052. 87- 
1124, 87-1168 
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Clark, Rodney. Venture capital In Britain, America 
and Japan. New York: St. Martin's Press, 1967. 
Pp. 110. *35.00. ISBN 0-312-00506-9. 

JEL 67-1131 

Describes American venture capital and asplaint 
how it has been adopted in Japan and Britain. 
Notea dial a distinctive feature of American ven- 
ture activity is that it represents a successful at- 
tempt to institutionalize entrepreneurship, espe- 
cially entrepreneurship associated with technical 
innovation. Describes conditions necesaary for suc- 
cessful venture capitalism. Attributes c han g es in 
tax laws and the administration of pension hinds 
with generating a large flow of venture capital funds 
in the United States during the late 1970s, and 
finds that other countries were attracted by the 
U.S. success and were also disenchanted with gov- 
ernment intervention. Examines the growth of 
venture capital in Japan and the United Kingdom, 
focusing on the obstacles to die adaption of a U.S.- 
style system. Concludes that the American system 
of venture capital can be transplanted successfully 
and that venture capital is becoming mote institu- 
tionalized in the United States and less institution- 
alized in Japan and the United Kin gd om . Clark is 
with the Technical Change Centre. Index. 

Fox, MeriuttB. Finance end industrial performance 
in a dynamic e co nom y : Theory, p ractice, and pol- 
icy. Columbia Studies in Business, Government, 
and Society series. New York: Colu mb i a University 
Press, 1967. Pp. x. 455. *45.00. ISBN 0-131- 
06288-6. JEL 87-1132 

Analysis of the institutions s s w ciatwd with the 
allocation and control of capital and their fisfomnee 
on industrial performance. Reviews the nature of 
the information available to daeMen makers in- 
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vojved in the finance process and outlines an infor- 
mation based theory of the role of finance in indus- 
trial performance. Pre sents a study of the financing 
of the semiconductor industry, assessing the influ- 
ence of finance on dynamic efficiency and competi- 
tion in the industry, and examines the applications 
of this study to the formulation and implementation 
of policy. Fox it Professor of Law and Ira C. Bat- 
man Faculty Fellow at the Indiana University 
School of Lew, Bloomington. Author and subject 
indexes. 

Sc hall, Lawrence D.; Haley, Charles W. and 
Schachteh, Barry. Introduction to financial man- 
agement. Second Canadian edition. Toronto; New 
York; Auckland and London; McGraw-Hill, Ryer- 
son, [1981] 1887. Pp. xvii, 728. 842.85. ISBN 0- 
07-549156-7. JEL 87-1133 

Revised updated edition of an introductory fi- 
nance textbook designed for courses ranging from 
an undergraduate one-semester course to an intro- 
ductory MBA course. Assumes minimal back- 
ground in mathematics and economics but at least 
one quarter of accounting. In addition to general 
updating and simplification, major changes to this 
edition include: the discussion of recent federal 
law changes; a complete revision of the material 
on security prices, and risk and return; revision 
of die material on capital budgeting and the discus- 
sion of formal methods of adjusting for risk; and 
an expanded treatment of cash-management meth- 
ods and letters of credit. A study guide and instruc- 
tor's manual are also available. Schall is Professor 
of Finance and Business Economics, University 
of Washington. Haley is Rainier National Bank Pro- 
fessor of Banking and Finance, University of Wash- 
ington. Schachter is Assistant Professor, Faculty 
of Business Administration and Department of 
Economics, Simon Frasier University. Glossary; 
index. 

See alto . Book Numbers JEL 87-1169, 87-1220 
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Georges, Walter and M cGee Robert W. Analyti- 
cal contribution accounting ; TKe interface of cost 
accounting and pricing policy. New York and Lon- 
don: Greenwood Press, Quorum Books, 1987. Pp. 
xii. 254. $39.95. ISBN 0-89930-209-2. 

JEL 87-1134 

Analysis of the relationship between cost ac- 
counting and the pricing policy of enterprises. Part 
1 considers some general aspects of pricing policy 
including its objectives, determinants, behavior, 
and strategy. Part 2 examinercost as t determinant 
of price sad discusses; the rslatiooship between 
cost accounting and pricing policy; cost concepts 


relevant to pricing policy; and the role cost of ac- 
counting information in determining price floors, 
price differentiation, price changing, and the pric- 
ing of individualized products. Part 3 reviews coat- 
oriented methods of price determination, including 
decisions based on foil and partial costing. Part 4 
presents the methodology, fundamental principles, 
and motives for the choice of analytical contribu- 
tion accounting and discusses pricing policy-ori- 
ented calculation models. Georges is Lecturer in 
Accounting at the Institute for Business Manage- 
ment, Ghent. McGee is Associate Professor of Ac- 
counting at Seton Hall University, New jersey. 
Bibliography; index. 

Holzer, H. Peter and Schoenfeld, Hanns-Martjn 
W., eds. Managerial accounting and analysis in 
multinational enterprises. New York and Berlin: 
de Gruyter, 1986. Pp. xii, 270. ISBN 0-89925- 
087-4. JEL 87-1135 

Proceedings of a colloquium on managerial ac- 
counting and analysis in multinational enterprises 
sponsored by the Center for International Educa- 
tion and Research in Accounting of the University 
oflltinois at Urbana-Champaign. Eight papers out- 
line the accounting and performance evaluation 
techniques employed for the evaluation of interna- 
tional subsidiaries by: IBM; the Monsanto com- 
pany; GoldStar Electronics; the FMC Corporation; 
Borg-Wamer, Nixdorf and Philips; Alldelphi Ger- 
many; and Nixdorf Computer AC Paderbom. Four 
papers examine the view of independent accoun- 
tants on: the impacts of performance evaluation 
techniques on managerial incentives and strategic 
planning; problems of operating in an international 
environment; evaluation in the case of acquisition 
or disposal and annual audits; and the present state 
of performance evaluation in multinational compa- 
nies. The contributors are mainly accountants. 
Holzer is the Deloitte Haskins and Sills Professor 
of Accountancy and Schoenfeld is the H. T. Scovill 
Professor of Accountancy and Business Administra- 
tion, both at the University of Illinois at Urbana- 
Champaign. Bibliography; index. 

600 Industrial Organization; 
Technological Change; Industry Studies 

810 Industrial Organization and 
Pvrlic Policy 

Bailey, Elizabeth E., ed. Public regulation : Sew 
persp ectives on institutions and policies. MIT Press 
Series on the Regulation of Economic Activity, no. 
14. Cambridge, Mast, and London: MIT Press, 
1987. Pp. xfv, 404. $42.50. ISBN 0-262-02258-3. 

JEL 87-1136 
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Eleven essays, presented at a conference on pub- 
lic regulation sponsored by Carnegie- Mellon Uni- 
versity in 1985, emphasize an interdisciplinary ap- 
proach to the nature of research on issues of public 
regulation. Contributions discuss the design and 
formulation of regulatory policy and the assessment 
of regulatory performance. Specific topics include: 
information and regulation: a judicial review of 
questions of law and policy; modem political econ- 
omy and the study of regulation; the regulatory 
surge of the 1670s in historical perspective; a gen- 
eral equilibrium analysis of natural gas price regu- 
lation; risk analysis and relevance of uncertainty 
in nuclear safety decisions; experimental evaluation 
of the contestable markets hypothesis; agricultural 
marketing boards and induced voting behavior; an 
assessment of the efficiency effects of U.S. airline 
deregulation; occupational disease remedies and 
the asbestos experience; and a laboratory analysis 
of industrywide regulation and the formation of 
reputations- Bailey is Dean of the Graduate School 
of Industrial Administration, Carnegie-Melion 
University. Index. 

Barnby, Jay B. and Ouchi, Will jam G., eds. Orga- 
nizations!/ economics. Jossey-Bass Management Se- 
ries. Jossey-Bass Social and Behavioral Science Se- 
ries. San Francisco and London: Jossey-Bass, 1886. 
Pp. xix, 495. ISBN 1-55542-015-X. 

JEL 87-1137 

Fifteen previously published essays, with an in- 
troduction by the editors, discuss organizations and 
organizational phenomena using concepts from or- 
ganizational theory and behavior and microeco- 
nomics. Essays are presented in six chapters, each 
with an introduction, covering: basic concepts un- 
derlying the economics of organization such as in- 
formation, opportunism, economic exchange, and 
the competitive contracting process; theories of 
market failures, including transactions-cost eco- 
nomics; the impact of markets on firms; agency 
theory; managerial theory of the firm; and the eco- 
nomics of business strategy. Barney is Assistant 
Professor of Management at Texas A&M Univer- 
sity; Ouchi is Professor of Management in the 
Graduate School of Management at the University 
of California, Los Angeles. Name and subject in- 
dexes. 

Caves, Richard. American industry: Structure, con- 
duct, performance. Sixth edition. Foundations of 
Modern Economics Series. Englewood Cliffs, N.J.: 
Prentice-Hall, [1864 . . .1988] 1967. Pp. x, 184. 
Paper. ISBN 0-13-087685-0. JEL 87-1138 

Sixth edition of this introductory level text book 
on industrial organization. [See JEL mo. 88-2195 
for annotation of fifth edition. ] Examines: the busi- 


ness sector and its organization; elements of saarket 
structure; die large corpor a tion; market conduct; 
market performance; antitrust laws; and public pol- 
icy. Changes to die current edition place a sub- 
stantial emphasis on "com mi tted c o mp et iti on" 
and reflect the weakening of antitrust policy 
that has occurred over the past decade. Caves is 
Professor of Economics at Harvard University. In- 
dex. 

Cohen, Stephen S. andZysman, John. Manufactur- 
ing matters: The myth of the pool-industrial econ- 
omy. Council on Foreign Relations Book series. 
New York: Basic Books, 1967. Pp. xiv, 207. *19.96 
ISBN 0-465-04384-4. JEL 87-1139 

Examines the rote of manufacturing in the cur- 
rent economy. Part one illustrates why manufactur- 
ing matters, and examines; linkages, wealth, and 
power; services and the American trade balance; 
services and development; and the eroding com- 
petitiveness of American industry. Part 8 discusses 
the mangement of the transition, focusing on: mar- 
ket competition, technological development, and 
trade; production skills; manufacturing flexibility; 
the manufacturing and telecommunications revolu- 
tions; and choices America faces. Part 3 focuses 
on creating advantage, and discusses policy and 
competitiveness in a changing world and trade pol- 
icy in an evolving world economy. Concludes that 
the United States is not experiencing a transition 
from industry to service, but rather from one Idad 
of industrial society to another, and that the choices 
we make as a nation will determine whether the 
United States continues its role of industrial leader- 
ship. Cohen and Zysman are Professors at the 
University of California, Berkeley. Index. 

Crew, Michael A., ed. Regulating utilities in m 
era of deregulation. New York: St. Martin’s Press, 
1967. Pp. xii. 201. 935.00. ISBN 0-312-00527-X. 

JEL 87-1140 

Eleven essays, resulting from two seminars held 
at Rutgers University in November 1985 and May 
1986, examine the regulation of traditiooal utilities 
in an era of deregulation. Topics incl ud e: pro- 
ductivity incentives and rate-ofretum regulation; 
regulatory policy under uncertainty; g a v e roancr 
costs of regulation for water supply; Ramsey pricing 
in telecommunications markets with free entry; 
and analysts of pricing and production efficiency 
of electric utilities by mode of ownership; r ea i de n - 
tial el ectricity demand atodakng with secret data, 
and estimation and linking of eoonondc and in a n - 
cial costs in telo co mnw mir a ttnns . Contribut or * are 
mainly economists. Crew is Profess o r of Economics 
at the Graduate School of Management, Rutgers 
University. Index. 
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Gouiucrt, Rob set and Gunderson, Neds. Govern- 
ment regulation of basinaae: An information 
sourcebook. Oryx Sourcebook Series in Business 
and Management. Phoenix, Ariz.: Oryx Press, 
1997. Pp. ix, 425. 155.00. ISBN 0-99774-261-5. 

JEL 87-1141 

Bibliography designed to assist librarians, re- 
searchers, government personnel, and business 
people interested in government regulation of 
business. Though most of the focus is on regulation 
at the national level, some materials are included 
dealing with regional, state, and local levels. Cita- 
tions are drawn form a variety of fields, including 
business, economics, political science, law, history, 
public administration, and general social sciences. 
Includes books, articles, dissertations, essays, re- 
search reports, and selected documents, which are 
analytical and scholarly in nature. Time period is 
primarily 1945-85 with some earlier citations. Di- 
vided into six sections: core library collection, eco- 
nomics of regulation, politics of regulation, regula- 
tory activities, major regulatory agencies, and 
reference works. Author, title, and subject in- 
dexes. 

Jansson, J. O. and Shneerson, D. Liner shipping 
economica. London and New York: Chapman and 
Hall, 1987. Pp. x, 299. *65 00 ISBN 0-412-26310- 
6. JEL 87-1142 

Presents a comprehensive description of the 
finer shipping industry and develops analytical 
methods for service optimization. The general 
principles derived are illustrated by case studies 
and practical examples to convey a sense of the 
reality of seaborne freight transport and to demon- 
strate the theoretical underpinnings of empirical 
studies of linear shipping operations. Discusses 
characteristics of the demand and supply of linear 
shipping, the conference system of market organi- 
zation, die level and structure of freight rates, and 
the art of charging what the traffic can bear. Exam- 
ines the optimization of linear service, focusing 
on: ship size and shipping coats, multi-port calling 
versus trans-shipment, shippers’ coat of sailings in- 
frequency and transit time, port coats and charges 
and the problem of shipping and port suboptimiza- 
tions, and a coat minimization model of linear 
trade. Provides an economic evaluation of the con- 
ference System and concludes that price competi- 
tion fai linear shipping should be encouraged. Jans- 
ton is with the Swedish Road and Traffic Institute, 
Link&Piag. Shneer so o is with the Department of 
Eco nomics at the University of Haifa. Author and 
autyect indexes. 

DC Jonc, H. W. and She rax rd, W. G., eds. Main- 
streams frt industrial organisation. Book I. Theory 


and international oepact*. Studies in Industrial Or- 
ganization series, vol. 6. H Ingham, Mass., Dor- 
drecht and Lancaster: Kluwer Academic, 1966. Pp. 
x, 210. ISBN 90-247-3461-4. JEL 87-1143 
The first of two books of a volume containing 
the essays and selected discussions presented at 
the confer en ce on Mainstreams in Industrial Orga- 
nization, held at the University of Amsterdam, in 
August 1965. This book contains eight essays, 
which examine the theory and International aspects 
of mainstream industrial organization. Frederic 
Scherer discusses the current state of knowledge 
in industrial organization. William Shepherd re- 
views the core concepts of industrial economics 
and Henk de Jong examines European industrial 
organization. Chris Green discusses die challenges 
and tasks of mainstream industrial economics, and 
Ann Hendriks reviews the current themes in the 
discipline. Gunnar Elias son examines international 
competition, productivity change, and the organi- 
zation of production. Takgo Nakao discusses indus- 
trial organization in an international framework and 
Richard Caves presents evidence from die United 
States on exporting behavior and market structure. 
De Jong is Professor of Economics at the University 
of Amsterdam. Shepherd is Professor of Economics 
at the University of Michigan. No index. 

de Jonc, H. W. and Shepherd, W. G., eds. Main- 
streams in industrial organization. Book II. Poli- 
cies: Antitrust, deregulation and industrial. Stud- 
ies in Industrial Organization series, vol. 6. 
Hingham, Mass., Dordrecht and Lancaster: Klu- 
wer Academic, 1986. Pp. z. 215 - 465. ISBN 90- 
247-3462-2. JEL 87-1144 

The second of two books of a volume containing 
essays and selected discussions presented at the 
Conference on Mainstreams in Industrial Organi- 
zation, held at the University of Amsterdam in 
August 1965. Contains nine essays on antitrust pol- 
icy, deregulation, and industrial policy. Essays ex- 
amine: U.S. antitrust policy at die crossroads; the 
treatment of dominant firms in U.K. competition 
legislation; the treatment of dominance in German 
antitrust policy; competition policies and measures 
of dominant power; lessons of economics for anti- 
trust; the offsets of U.S. transport deregulation; 
deregulation of European air transport; industrial 
policy in theory and reality; public support of inno- 
vative activity; and industrial policy and innovation 
in Europe. Contributors are mainly economists. 
De Jong is Professor of Economics at die University 
of Amsterdam. Shepherd is Professor of Economics 
at the University of Michigan. No index. 

Monopolkom mission. German Monopolies Commis- 
sion 1873-1983: S um m ar i es of the first fio* Bienn i al 
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Report*. MonopoUcotnmission Auflage, no. i. Ba- 
den-Baden: Nomoi, 1967. Pp. 175. Paper. ISBN 
3-7890-1348-X. JEL 67-1145 

English summaries of the first five Biennial Re- 

' porta (1973-75, 1976-77, 1978-79, 1960-81, and 
1982-83) of the Monopolies Commission, assessing 
the current level of business concentration and its 
foreseeable development in light of economic pol- 
icy. Each report contains common items, such as 
the extent of concentration and trends in manufac- 
turing industries, huge companies, and the merger 
control. No index. 

Mosler, K. C. Continuou* location of transportation 
network*. Texts and Monographs in Economics 
and Mathematical Systems series. New York; Ber- 
lin; London and Tokyo: Springer, 1987. Pp. x, 158. 
*32.00. ISBN 0-387-17297-1. JEL 87-1146 
Revised version of an earlier monograph titled 
Optimal* Traneportnetze; Zur Bestfmmung Hire* 
KoetengOmtigiten Standort* bei geg ebener Nach- 
fragt (1976). Concerned with the problem of con- 
structing an optimal geometric location of transport 
lines and junctions in continuous two-space as op- 
posed to the discrete approach. Presents a general 
framework for the continuous location of networks. 
Shows that many practical features can be incorpo- 
rated in the framework and solves the network 
optimization problem in certain special cases. In- 
troduces optimal transportation networks, costs on 
the network, and urban transportation planning. 
Examines transport lines and isovectures. cost sur- 
faces. laws of refraction, a circular area with radially 
symmetric transfer cost, and anisotropic transport 
Exhibits the continuous network location problem 
in detail and considers isotropic and anisotropic 
transport to a center. Conclude! with an examina- 
tion of regular networks covering the plane. M osier 
is at the Institut for Statistik und Quantitative Oko- 
nomik, UniversiUU der Bunderwehr Hamburg. 
Bibliography; author and subject indexes. 

Mueller, Willard F.; Helmbcrcer, Petes G. and 
Paterson, Thomas W. The Ssuikist case: A study 
in legal-economic analysis. Lexington, Mass, and 
Toronto: Heath, Lexington, 1987. Pp. xiv, 271. 
*34.95. ISBN 0-669-15189-0. JEL 87-1147 
A legal-economic analysis of the application of 
the antitrust laws to agricultural cooperatives that 
focuses on the antitrust case brought by the Fed- 
eral Trade Commission charging Sunidst Growers, 
Inc. with monopolizing the California- Arizona cit- 
rus industry. Describes the main issues in the FTC 
raw and identifies the legal rules that arp to be 
used in analyzing these issues. Discusses die ana- 
bdical framewor k used to develop hypotheses oon- 
rarning violations, and p roc e eds to test these hy- 


potheses by examining the structure, conduct, and 
performance of the industry, focusing on the role 
of Sunidst Summarizes the significance of the find- 
ings for determining whether Sunidst violated the 
antitrust laws and whether the relief ordered by 
the FTC was appropriate. MneBer is Wiliam F. 
Vilas Research Profe sso r of Agricultural Economics 
at the University of Wisconsin, Madison. Hehnber- 
ger is Professor of Agricultural Economics at the 
University of Wisconsin, Madison. Patterson is an 
attorney with S us man, Godfrey and McGowan in 
Houston. References; index. 

Parzych, Kenneth M. A prime r to emtttnut lew 
and regulatory policy. Lanham, Md. and London: 
University Press of America, 1967. Pp. x, 112. 
*19.50, doth: *7.75, paper. ISBN 04191-5786- 
4, pbk. JEL 87-1148 

Provides a basic and concise introduction to U.S. 
antitrust policy. Emphasis is placed on a se l e c t ed 
number of judicial proceedings. Begins with an 
introduction and analysis of market structures, cov- 
ering the evolution of the market system, rlatsiral 
and oligopoly markets, the doctrine of conscious 
parallelism, and the wastes of monopolistic compe- 
tition. Reviews the causes and efiects of economic 
concentration. Present s the highlights of the basic 
antitrust laws and reviews the leading cases that 
have interpreted them. Ex a mine s statutes snd poii- 
ciej that impede competition. Discusses m er g e r s 
and acquisitions, and the antitrust laws and inter- 
national commerce. Concludes with an evaluation 
of regulatory policy, including its weaknesses and 
proposed reforms. Parzych is Professor of Econom- 
ics at Eastern Connecticut State University- Index. 

Reich, RoesKT B. and Donahue, John D. New 
deal*: The Ckryder revival and the A merican sys- 
tem. Paperback reprint. New York. Middfesex. 
England; Victoria, Australia andMathham, On- 
tario; Penguin Books, [19651 1966. Pp. 358. Paper. 
ISBN 0-14-008983-7. JEL 87-114 9 

Describes the precedents and the content that 
shaped the Chrysler rescue, summarizing the 
Chrysler story from the 1920s to the troubles of 
the 1970s. Explores what happened after dm Loan 
Guarantee Act was passed and appra is es the role 
of managers, workers, lenders, dealers, suppliers, 
public officials, lawyers, and inv es tme n t bankers 
in the Chrysler struggle. Recounts the company’s 
return to profitability and the politics of rec o ver y . 
Considers the Implications for fee role of the public 
in saving an element of the private sector. Raich 
it with the John F. Kennedy S ch oo l of Go v ern 
ment. Harvard University. Donahue is a doctoral 
follow at the Center for Business and Government, 
Harvard University, hades. 
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Robyn, Dorothy. Braking the special interests: 
Trucking deregulation and the politic* of policy 
reform. Chicago and London: University of Chi- 
cago Press, 1987. Pp. xii, 295. $24.95. ISBN 6- 
226-72328-3. JEL 87-1150 

Presents observations on the trucking contest 
that existed between December 1979, when Presi- 
dent Carter placed motor carrier deregulation on 
his reform short list, and July 1680, when the Mo- 
tor Carrier Act became law. In addition to formal 
hearings and floor votes, empirical data were 
drawn from informal conversations and meetings 
of the ad hoc coalition supporting reform. Identifies 
four elements important in deregulatory success: 
strategic use of economic evidence and policy anal- 
ysis to demonstrate the merits of deregulation; or- 
ganization of a diverse coalition of firms and inter- 
est groups lobbying for reform; use of transition 
strategy to soften opposition to reform; and strate- 
gic bargaining by the president with Congress. 
Draws on political and economic theory and offers 
insights relevant to battles in other areas such as 
agriculture, tax policies, and trade. Robyn is Assis- 
tant Professor of Public Policy, Kennedy School 
of Government, Harvard University. Index. 

Samuels, Warren J. and Miller, Arthur S., eds. 
Corporation* and society: Power and responsibil- 
ity. Contributions in American Studies series, no. 
88. New York and London; Greenwood Press, 
1987. Pp. xv, 328. $45.00. ISBN 0-313-25072-3. 

JEL 87-1151 

Twelve contributions review and assess the im- 
plications of the 1886 Supreme Court ruling in 
the Santa Clara case, which held that a corporation 
is a person within the meaning of the Constitution, 
thereby receiving constitutional protection. Part 
1 focuses on the doctrinal origins of the personhood 
conception, and discusses: the development of cor- 
porate theory, the Sherman Antitrust Act and the 
corporate reconstruction of American capitalism, 
1896-1914; and a political analysis of neoclassical 
institutionalist perspectives on the modem corpo- 
ration. Part 2 examines the role of legal language 
as social control and economic planning, and re- 
views: the idea of a corporation as a person and 
the normative significance of judicial language; the 
jurisprudence of corporate personhood and the 
misuse of a legal concept; and the paradox of pater- 
nalism and laissex-faJre constitu t i on al i sm. Part 3 
discusses double standards in antitrust law policy, 
and bigness and social efficiency in the U.S. auto 
industry. Part 4 examines the corporation as pri- 
vate government, focusing on; the corporations and 
the two constitutions; competitiveness diversity in 
a market-concentrated economy; moral and crimi- 
nal responsibility and corporate persons; mid profit 


sharing and employee stock ownership plans, Con- 
tributors are mainly economists and lawyers. Sam- 
uels is Professor of Economics at Michigan State 
University. Miller is Professor Emeritus of Consti- 
tutional Law at George Washington University. 
Selected bibliography; index. 

Tismer, Johannes F.; Ambler, John and Symons, 
Leslie, eds. Transport and economic develop- 
ment — Soviet Union and Eastern Europe. Osteu- 
ropa-Institut an der Freien Univeisitflt Berlin, 
Wirtschaftswissenschaftliche VerSffentlichungen, 
band 42. Berlin: Duncker and Humblot, 1987. 
Pp. xxiv, 474. DM 48.00, paper. ISBN 3-428- 
06199-3. JEL 87-1152 

Sixteen papers resulting from an international 
conference on transport as a problem in the eco- 
nomic development of the Soviet Union and the 
communist countries of Eastern Europe, held in 
Berlin in May 1985. The papers concentrate on 
analyzing die relations between the transport sec- 
tor as a system, its branches or its service areas, 
and the economy at sectoral and regional levels. 
Eight papers are specific to the Soviet Union; their 
topics include: the effects of sectoral transport de- 
mands on the transport system; factor* controlling 
recent performance on railways; the current cam- 
paign to increase freight train weight; the extent 
to which inland waterways transport can provide 
relief for the railways; maritime transport in an 
overcrowded market; problem* and possibilities in 
connection with shipping in the Central Arctic Ba- 
sin; consumption of automotive oil products in road 
transport; and transport and the pattern of settle- 
ment in Soviet Caucasia. The other papers con- 
sider: current developments in transport and traffic 
between the U.S.S.R. and Eastern Europe; the 
effect of transport bottlenecks on production; trans- 
port and the pattern of settlement in Poland; in- 
vestment policy in the Polish transport sector; Al- 
bania's transport relations with its neighbors; the 
impact of the Danube-Black Sea Canal; and the 
rise and fall of Soviet influence on the Chinese 
aircraft industry and air transport. Index. 

Tte, William B. Encouraging cooperation among 
competitor*: The case of motor carrier deregula- 
tion and collective ratemaking. New York and Lon- 
don: Greenwood Press, Quorum Books, 1967. Pp. 
six, 202. ISBN 6-89930-246-7. JEL 87-1153 
Examines the effects of the Motor Carrier Act 
of 1900 on competition in the trucking industry. 
Presents an overview of the issues raised by collec- 
tive rate making in the motor carrier tndustry. Dis- 
cusses the dilemma of encouraging cooperation 
among horizontally and vertically related rivals and 
examines cooperation among rivals. Concludes that 
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there is do evidence supporting the contention that 
rate bureaus act as government-enforced cartels. 
Further, a system of competition, collective rate 
making, and residual regulation offers a sound basis 
for resolving the tension between coordination and 
competition. Tye is a member of Putnam, Hayes, 
and Bartlett, Inc., an economic and management 
consulting firm specializing in antitrust law and 
regulation. Bibliography; index. 

Wills, Robert L.; Caswell, Julie A. and Culbert- 
son, John D., eds. Issues after a century of federal 
competition policy. Lexington, Mass, and Toronto: 
Heath. Lexington Books, 1967. Pp. vii, 387. ISBN 
0-669-13320-5. JEL 87-1154 

Twenty-one essays, one previously published, 
plus additional statements and comments dedi- 
cated to Willard F. Mueller on his retirement from 
full-time professorship in the Department of Agri- 
cultural Economics at the University of Wisconsin, 
Madison. Part 1 is an introduction and tribute, 
and contains personal statements and Mueller's ad- 
dress to the American Agricultural Economics As- 
sociation dealing with market power and its control 
in the food system. Part 2 deals with objectives 
and trends in competition policy, and discusses: 
the theory and practice of antitrust; law and eco- 
nomics; the legal and economic analysis of distribu- 
tion restraints; and antitrust and the Schumpete- 
rian model with application to the food industry. 
Part 3 examines competition in a world setting, 
focusing on: a world perspective of the evolution 
of industrial policies; global competition and the 
alleged redundancy of antitrust, the limited inter- 
national reach of U.S. antitrust policy; and agricul- 
tural cooperatives under EEC antitrust regula- 
tions. Part 4 is concerned with market entry and 
examines: entry barriers in the food industry; entry 
patterns and strategic interaction in food retailing; 
and advertising and entry. Part 5 deals with merg- 
ers and discusses: aggregate concentration; evi- 
dence for and against changes in public policy to- 
ward mergers; operating performance of acquired 
firms in banking; and the effects of mergers and 
entry on concentration change in grocery retailing 
markets. The last part covers market structure and 
performance, focusing on: concentration and price; 
the effect of market structure on the cost of borrow- 
ing. the inflationary contribution of market struc- 
ture in food and tobacco manufacturing, and adver- 
tising-induced price differentials and profit 
differences. Contributors are mainly economists. 
Wills is Senior Research Analyst in the Depart- 
ment of Agricultural Economics at the University 
uf Wisconsin. Madison. Caswell is Assistant Profes- 
*» of Agricultural and Resource Economics at the 
University of Massachusetts. Culbertson is a senior 


analyst with Nstional Economic R es e arch Associ- 
ates, Washington, D.C. Index. 

SeeaUo. Book Numbers JEL 87-1081. 87-1070, 87- 
1084, 87-1119, 87-1126. 87-1136, 

87-1141, 87-1142, 87-1144, 87-1148, 87- 
1153, 87-1159, 87-1162, 87-1163, 87- 
1198 
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Bernstein, Jeffrey 1. Research end developmen t , 
tax incentive*, and the structure of production end 
financing. Ontario Economic Council Research 
Studies series. Toronto; Buffalo and London: Uni- 
versity of Toronto Press, 1966. Pp. 107. 69.96, pa- 
per. ISBN 0-8020-6629-1. JEL 87-1155 

Estimates the effectiveness of the various RAD 
investment tax incentives and investigates die 
manner in which firms finance RAD projects rela- 
tive to the method of financing investment in plant 
and equipment. Uses a dynamic econo m e tr ic 
model in which demand for RAD capital is deter- 
mined simultaneously with the demands for labor 
and plant and equipment capital to identify die 
effectiveness of tax incentives and the influence 
of interest rates on RAD e xpenditures. Provide s 
a survey of literature on RAD investment and re- 
views the relevant aspects of tax policies asid RAD 
outlays. Calculates the effect that alternative tax 
incentives exert on the unit cost of RAD expendi- 
tures, using data for Canadian firms. Analyzes die 
factor demands and tax incentive elects and calcu- 
lates the cost to the government in terms of lost 
tax revenue of ench policy alternative. Concludes 
that RAD capital demand depends on factor prices 
and output changes, that tax incentives do exert 
an effect, and thst changes in interest rates do afect 
the structure of production. Bernstein is a member 
of the Department of Economics at Carfeton Uni- 
versity, Ontario. No index. 

Coombs, Rod; Saviotti, Paolo and Walsh, Vivien. 
Econo mi c* and technological change. Totown, 
N.J.: Littlefield, Adams; Rowman and Littlefield, 
1967. Pp. xv. 296. 935.95. doth; 912-95. paper. 
ISBN 0-8476-7546-7, pbk. JEL 87-1156 

Elimination of the economics of innovation. 
Topics include: the firm, production, and technic al 
change; research and dev el opment in the firm; pat- 
terns of innovation; te chnological change, output, 
employment, and trade; gove rnm e n t int e r vention 
in technical change; and no n g o vernme n t influ- 
ences on technical change. Goo m fas and Wakh are 
lecturers at the University of Manchester Ins ti tute 
of Science and Technology. Saviotti is Lecturer 
in Science and Technology Fobcy at the Univentty 
of MimrhtiW nihhnm pfcy L tadtt. 



1952 


Journal of Economic Literature 


Flamm, Kenneth. Targeting the oomputer: Govern- 
ment support and international competition. 
Washington, D.C.: Brookings Institution, 1887. 
Pp. xiii, 266, $31.95, doth; $11.95, paper. ISBN 
0-8157-2852-2. JEL 67-1157 

Analyzes the origins and evolution of the role 
of government in the development of computer 
technology. Examines the economic impact of com- 
puter technology and traces the history of federal 
support for computer research. Reviews govern- 
ment policies affecting the development of com- 
puter technology in the United States, Western 
Europe, and Japan, and evaluates their aggregate 
impact. Assesses die role governments have played 
in the development of advanced computer technol- 
ogy and identifies those areas of potential future 
concern. Flamm is a research associate in the 
Brookings Foreign Policy Studies program. Index. 

Safarian, A. E. and Bkkttn, Gilles Y., eds. Multi- 
nationals. governments and international technol- 
ogy transfer. New York: St. Martin’s Press. 1887. 
Pp. 223. $37.50. ISBN 0-312-00730-2. 

JEL 87-1158 

Twelve papers originally presented at a confer- 
ence on International Technical Transfers, Multi- 
national Enterprises and National Policies in Ad- 
vanced Countries at the University of Paris, 
Dauphine, in September 1985, sponsored by 1' As- 
sociation de Recherche Economique en Propriety 
Intellectuelle et Tranaferts Techniques and the 
Canadian Economics Association. The editor sum- 
marizes the contributions and highlights some of 
the implications for national policies on technology 
transfer. Papers discuss; an integrated approach 
to multinational enterprises, international Invest- 
ments, and technology transfers; trends in tech- 
nological competitiveness within the OECD; a 
Canadian case study of international knowledge 
transfers and competitiveness; contractual agree- 
ments and international technology transfers; 
transfer partners and policies; technology devel- 
opment; timing, mode, and terms of technology 
transfer; and Ca n a d ia n direct foreign investment. 
Also includes industry studies dealing with: phar- 
maceutical products in Canada; Franco-Japan e*e 
international investment, protection, and technical 
transfer; technology transfer in the French automa- 
tive equipment industry; and the transfer of Japa- 
nese automobile technology to North America. Sa- 
farian is Professor of Economics at die University 
of Toronto. Bertin is Research Director of 
AREPIT, Paris. Bibliography; author and subject 
indexes. 

Schmandt, Jimcen and Wiuon, Robert, eds. Pro- 
moting high-technology industry: Initiatives and 


policies for state governments. Boulder, Colo, and 
London: Wes tv few Press hi coop e ration with the 
Houston Area Research Center, 1887. Pp. 283. 
$35.00, paper. ISBN 0-8133-7427-8. 

JEL 87-1150 

Results of a study sponsored by the Lyndon B. 
Johnson School of Public Affairs, University of 
Texas, which examines the attempts of California, 
Florida, Massachusetts, Minnesota, New York, 
North Carolina, Pennsylvania, and Texas to foster 
economic development through science and ad- 
vanced technology industries. Identifies and ana- 
lyzes the acton in the policy development process, 
their motivations, the policy directions chosen, and 
the science and technology programs adopted in 
each of the eight states. Presents lessons drawn 
from the comparison of the eight states examined 
and considers future policy developments. 
Schmandt is Director of the Woodlands Center 
for Growth Studies, Houston Area Research Cen- 
ter, and a Professor of Public Affairs at the Univer- 
sity of Texas. Wilson is Associate Professor at the 
Lyndon B. Johnson School of Public Affairs, Uni- 
versity of Texas. Index. 

Stanback, Thomas M., Jr. Computerization and the 
transformation of employment: Government, hos- 
pitals, and universities. Boulder, Colo, and Lon- 
don; Westview Press, 1887. Pp. xv, 151. $28.50. 
ISBN 0-8133-7320-4. JEL 87-1160 

Examines the current status and future prospects 
for computerization in the nonprofit sector — mu- 
nicipal governments, hospitals, and universities — 
focusing on its impact on the restructuring of work. 
Presents an overview of computer usage and ana- 
lyzes computerization in New York City govern- 
ment, in hospitals, and in universities and colleges. 
Concludes that the major nonprofit organizations 
face opportunities for cost control and revitaliza- 
tion, and that the principal policy changes required 
by computerization involve major restructuring of 
educational and training institutions. Stanback is 
Professor Emeritus of Economics at New York 
University and Senior Research Scholar at Conser- 
vation of Human Resources, Columbia University. 
Index. 

Sweeney, G. P. Innovation, entrepreneur* and re- 
gional development. New York; St. Martin's Press, 
1967. Pp. xvi, 271. $35.00. ISBN 0-312-00488-3. 

JEL 87-1181 

Focuses on the major determinants of regional 
economic growth and prosperity from the perspec- 
tive of entrepreneurial vitality, the innovative po- 
tential of the region, and the quality of information 
Bow among firms. Takes into account the interde- 
pendence of private and public action and analyzes 
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the role of small firms and their interactions with 
the larger ones. Emphasizes that the role of the 
customer is critical for entre p r en eurial innovation, 
arguing that firms will not compet e internationally 
if their nugor customers are not technically pro- 
gressive. Considers the importance of the social 
environment, including attitudes conducive to de- 
veloping an information network and stimulating 
mutual creativity. Describes the necessary condi- 
tions for an information-rich dimate, empha- 
sizing education and training, information flows, 
and technical culture. Presents empirical data on 
small firms in European less-favored regions, find- 
ing confirmation of the role of a progressive cus- 
tomer in providing ent r e p reneurial potential with 
innovative opportunity. Conclude! that it is local 
regions and not nations that are the environments 
in which entrepreneurs exist and establish new 
firms and that each action should consider the to- 
tal environment, with innovations hiring multi- 
functional. Adds that large, centralized firms seem 
to have a limited life os innovative units and that 
the optimum approach is to focus on die small 
firm sector. Sweeney, formerly with the Institute 
for Industrial Research and Standards in Ireland, 
has bis own consulting firm. Index. 

See also. Book Numbers JEL 87-1008, 87-1073, 87- 
1128, 87-1167, 87-1182, 87-122S. 87- 
1236 

630 Industry Studies 

Anderson, David L. An analysis of Japanese coking 
coal procurement policies: The Canadian and Aus- 
tralian experience. Kingston, Ontario: Queen's 
University Centre for Resource Studies, 1987. Pp. 
xvii, 222. Paper. ISBN 0-88757-083-6. . 

JEL 87-1162 

Assesses the impact of the coordinated coking 
coal procurement system of the Japanese steel mills 
on suppliers in Australia and Canada and evaluates 
the existing and contemplated policy responses by 
these governments. Covers events from the late 
1940s to June I960. Explores the validity of the 
allegation that the Japanese mills act as oligopson- 
ists in the coking coal market. Presents a broad 
overview of the caking coal industry, emphasizing 
the demand side and technological change. De- 
scribes the Japanese procurement system, followed 
by an analysis of the supply side, particularly from 
the per sp ec tiv e of cartelization theory. Reviews 
the Australian experience end the policy debate 
in focusing on at te mp ts to counteract market im- 
perfe c ti o ns. Concludes that radical ch a n g es are un- 
likely to occur on the supply side and that more 
attention must be given to the demand side by 


the exporting nations. Anderson is Executive Di- 
rector of the Centre for Resource Studies and Ad- 
junct Professor of Public Administration. Queens 
University. No index. 

Brock, William A. and Evans, David, S. The eco- 
nomics of small businesses: Their role and regula- 
tion in the U.S. economy. With contributions by 
Bruce D. Phillips. CERA Research Study series. 
New York and London: Holmes and Meier, 1986. 
Pp. xi, 215. $54.50. ISBN 0-8419-0848-6. 

JEL 87-1163 

Examines the role of small business in the econ- 
omy and develops a theoretical framewoik for ex- 
amining their formation, growth, and dissolution. 
Summarizes theories and facts concerning small 
business. Examines bow the importance of small 
business ventures has changed in the last twenty- 
five years. Discusses why policy makers and econo- 
mists are concerned about small businesses and 
examines how these firms differ from the larger 
ones. Presents a framework for analyzing the im- 
pact of government regulation and taxation. Dis- 
cusses the practice of tiering regulations and, exam- 
ines the circumstances for optimal tiering schemes. 
Examines die differential impact of regulations 
across business sizes and includes empirical results 
of studies on business formation, dissolution, and 
growth. Concludes with a review of die functions 
and contributions of small businesses. Brock is 
Frank P. Ramsey Professor of Economics at die 
University of Wisconsin. Evans is Associa te Profes- 
sor of Economics and Adjunct Associate Profe ss or 
of Law at Fordham University. Bibliography; in- 
dex. 

Farzin, Y. H ossein. Co mp et it ion in the market for 
an exhaustible resource. Contemporary Studies in 
Energy Analysis and Policy series, vol. 6. Green- 
wich, Conn, and London: JAI Press, 1986. Pp. 
xvi, 209. ISBN 0-88232-004-2. JEL 87-1164 

Develops and employs the economic theory of 
exhaustible resources in the analysis of issues that 
have arisen since the energy crisis of the early 
1970s. Examines exhaustible resource d epl e tion, 
the rate of discount, and substitute t ech n o l o gy. 
Analyzes the effects of regulation on the supply 
of an exhaustible resource. Employs the economic 
theory of exhaustible resources to derive a supply 
function for non-OPEC producers and estimate* 
it using U.S. erode oil data. Assesses the perfor- 
mance of the model and presents sug g estions for 
future research. Farain is at the De v el o p ment Re- 
search Dep artme nt of the World Bank. BMo ps- 
phy; index. 

CjdLBERc, Out and Buimn, Inocd-Lm. Oil 
products: Studies of price m leti e m hfe i . 1875- 
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1985. FMD Research Report Series, do. 58. Oslo: 
Foodet for marked*- og distribus jonsfonknin g, 

1986. Pp. v, 73. Paper. ISBN 82-7284-068-8. 

JEL 87-1165 

Examination of the relative prices of gasoline, 
naphtha, gas oil, and heavy fuel oil. Surveys die 
level, trend, and variability of price differentials 
using price observations from the Rotterdam mar- 
ket. Presents a selective survey of the relevant 
literature and a model of the forces behind the 
relative oil-product prices. Analyzes the relation- 
ship between energy content and price. Discusses 
the relationship between crude differentials, 
OPEC announcements, and product differentials. 
Examines seasonal regularities in product prices 
and spreads. No index. 

Johnson, Paul. Consolidated goldfields: A centen- 
ary portrait. New York: St. Martin’s Press, 1987. 
Pp. 256. 829.95. ISBN 0-312-00549-0. 

JEL 87-1166 

Portrait of Consolidated Cold Fields, which de- 
scribes the origins, history, and present objectives 
of the South African company co-founded by Cecil 
John Rhodes in 1887. Focuses on the people in- 
volved, associating Gold Field’s history with the 
creative aspect of capitalism. Presents a review of: 
the rise and development of Consolidated Gold 
Fields: the achievements, problems, and opportu- 
nities in South Africa, operations in America; the 
investment in the Newmont Mining Corporation 
in the United States; building for the future in 
Australia; and die success of ARC Limited, a Brit- 
ish subsidiary. Examines the core strategy of die 
company and concludes with a look into the next 
century. Johnson is a writer, lecturer, and broad- 
caster. Index. 

Pennincs, Johannes M. and Buitendam, Arend, 
eds. New technology at organizational innovation: 
The development and diffusion of microelectronics. 
Ballinger Series on The Management of Innovation 
and Change. Cambridge, Mass.: Harper and Row, 
Ballinger, 1987. Pp. xvi, 306. 129.95. ISBN 0- 
88730-166-X. JEL 87-1167 

Thirteen papers, based on a symposium held at 
the Netherlands Institute for Advanced Studies 
during the summer at 1985, explore organizational 
innovation and the ramifications of the diffusion 
of semiconductor technology. Discusses the nature 
of the new technology as organizational innovation 
and innovation theory. Examines organizational 
adoption processes, including the justification pro- 
cess for new technology, the horizontal perspective 
of organization design and new technology, techno- 
logical innovation and organisational conservatism. 


and technology policy and innovation in organiza- 
tions. Discusses areas of adoption, focusing on: 
managerial strategies, a marketing per s pective on 
the diffusion of high technology, technological in- 
novations in manufacturing, and the limits of infor- 
mation technology. Presents conclusions and exam- 
ines integration, focusing on: the diffusion of 
technological innovation, new technology and orga- 
nizational change, and a managerial perspective 
of information technology. Contributors are mainly 
academics specializing in Sociology, Management 
and Marketing. Pennings is Associate Professor in 
the Department of Management at the Wharton 
School at the University of Pennsylvania. Buiten- 
dam is Lecturer in the Department of Sociology 
at the State University of Groningen, Netherlands. 
Index. 

Ruth, Stephen R. and Mann, Charles K., eds. Mi- 
crocomputers in public policy: Applications for de- 
veloping countries. AAAS Selected Symposia Se- 
ries, no. 102. Boulder, Colo.: Westview Press for 
the American Association for the Advancement of 
Science, Washington, D.C., 1987. Pp. viii, 170. 
118.95, paper. ISBN 0-8133-7144-9. 

JEL 87-1168 

Nine papers discuss the use of microcomputers 
in the formulation and execution of public policy 
in developing countries. Papers discuss: microcom- 
puters in public policy and human capital develop- 
ment; problems arising in the introduction of 
microcomputers into third world countries; 
guidelines to the successful application of micro- 
computers; energy applications of microcomputers; 
use of microcomputers to improve budgeting and 
financial management in the ministry of agriculture 
in Kenya; government budgeting in Africa; man- 
agement factors affecting the impact of microcom- 
puters on government decision making; acquiring 
micro-based software in developing countries; and 
technology-sharing organizations. The contributors 
are mainly economists. Mann is Research Associate 
at die Harvard Institute for International Develop- 
ment. Ruth is Professor of Derision Sciences at 
George Mason University. Index. 

Williams, Karel; Williams, John and Haslam. Co- 
hn. The breakdown of Austin Rover: A case study 
in the fddure of business strategy and industrial 
policy. Leamington Spa, England and Hamburg 
Berg; distributed in the United States and Canadi 
by St. Martin’s Press, New York, 1967. Pp. v, 150 
$27.50, doth; 110.95, paper. ISBN 0-6549641S 
7. JEL 87-118 

Examines the recovery strategy developed b 
for Michael Edwardes for British Leyland betwee 
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1977 and 1683. Discusses the labor productivity 
problem and investment strategy. Considers die 
problems posed by the car market in Britain and 

v abroad, and examines relevant policy issues. Con- 
eludes that the Edwardes strategy , was a failure, 
leaving the company with little prospect of an inde- 
pendent future unless a change in government pol- 
icy occurs. Karel and John Williams teach eco- 
nomic history at the University College of Wales. 
Has lam teaches economics at North East London 
Polytechnic. Select bibliography; index. 

Winston, Clifford, et al. Blind intersection? Pol- 
icy and the automobile industry. Washington, 
D.C.: Brookings Institution, 1987. Pp. xii, 108. 
ISBN 0-8157-9466-5. JEL 87-1 1 70 

Seven essays evaluate government policies for 
increasing the competitiveness of U.S. automobile 
manufacturers and for solving social problems asso- 
ciated with the automobile. Considers the cost 
competitiveness of the U.S. industry, the U.S. 
market demand, the economic effects of voluntary 
export restrictions, recent safety proposals, expec- 
tations and automobile policy, and public policy 
and auto industry evolution. Suggests that U.S. 
automakers will be able to compete relatively suc- 
cessfully with foreign manufacturers for a substan- 
tial share of the U.S. market; however, U.S. em- 
ployment in the industry will be reduced as 
manufacturers continue using foreign production 
sources and other cost-cutting measures. Winston 
is Senior Fellow in the Brookings Economic Stud- 
ies program. Coauthors are Ana Aizcorbe, Re- 
search Economist at the Bureau of Labor Statistics; 
Ann Friedlaender, Dean of Social Sciences and 
Humanities at the Massachusetts Institute of 
Technology; Fred Mannering, Assistant Pro- 
fessor of Civil Engineering at the University of 
Washington; and Dennis Sheehan, Assistant Pro- 
fessor of Management at Purdue University. In- 
dex. 

Yoshimura, Hiroshi. Distribution relation analysis 
of wholesale and retail in Japan. Paper Series, no. 
5. Yamaguchi City, Japan; Yamaguchi University, 
Economic Society, 1986. Pp. 98. Paper. 

JEL 87-1171 

An application of distribution relation analysis 
to wholesale and retail trade in Japan. Defines coef- 
ficients, derives the expression for potential de- 
mand, and constructs a wholesale and a retail rela- 
tion table. Uses data for 1979 to estimate; potential 
demand, its structure, and regional distribution: 
die realisation ratio; conditioning factor*; setni- 
■Sgregated sectoral sales; and the wholesale-retail 
**tfo with semi-aggregated sectors. Yoshimura is 


Professor of Economics at Yamaguchi University, 
Japan. No index. 

See also: Book Numbers JEL 87-1023, 87-1034. 87- 
111 9. 87-1132, 87-1151, 87-1154, 87- 
1157, 87-1158, 87-1160, 87-1187, 87- 
1206, 87-1223, 87-1224 


700 Agriculture; Natural Resources 

710 Agriculture 

Bar-El, Raphael, ed. Rural industrializsOion in Is- 
rael. With the assistance of Ahiela Nesher. West- 
view Special Studies in Industrial Policy and De- 
velopment series. Boulder, Colo, and Leaden: 
Westview Press in cooperation with the Settlement 
Study Centre, 1687. Pp. xi, 163. $25.00. paper. 
ISBN 0-8133-7393-X. JEL 87-1172 

Six essays examine the industrialization process 
in Israel, focusing on: the kibbutz, the moshav, 
die nonagricuitural village, and the Arab village. 
The essays present the general background and 
define the specific developments of each village. 
The contributions review relevant conditions at fo- 
cal and regional levels, analyze experiences of in- 
dustrial development, evaluate the achievement 
and attainment of development goals, and deter- 
mine influential factors. Includes considerations for 
rural industrialization in Israel, concentrating on: 
objectives, the rural setting as a constraint to indus- 
trialization, constraints related to the organiza- 
tional and ideological structure of the village, exter- 
nal influences, links between m a nuf acturing and 
agriculture, and characteristics of industrial tech- 
nology. Bar-El is an economist at the Settlement 
Study Centre, Israel. No index. 

Cornbusse, Peter A. and Naqvi, Syed Nawab 
Haider. The wheat-marketing activity in Pakistan. 
Islamabad: Pakistan Institute of Development Eco- 
nomics; Rotterdam: Erasmus University, Centre 
for Development Planning, 1987. Pp. xii, 125. Pa- 
per. JEL 87-1173 

Report of a research project conducted between 
1981 and 1983 that surveys and analyzes the work- 
ing and modalities of the wheat markets in Paki- 
stan. Assesses the strengths and weaknesses of the 
wheat-market network by exa min i ng the various 
channels through which wheat travels from tins 
former to the consumer. Fra mines- die production 
ami marketed surplus of whe at fay formers, the 
role of wheat traders and the wheat-trade us* work, 
the operation and profitability of whcat-adMag. 
the ration-shop system, pa t ter ns of wheat nan- 
sumption, wheat fosses and storage, md the wheat 



1956 


Journal of Economic Literature 


procurement and distribution systems. Concludes 
with an outline of policy recommendations and 
chapter summaries. Cornelisse is at the Center 
for Development Planning, Erasmus University, 
Rotterdam. Naqvi is at the Pakistan Institute of 
Development Economics, Islamabad. No index. 

Friis-Hansen, Esbern. Changes in land tenure and 
land use since villagizaticm and their impact on 
peasant agricultural production in Tanzania: The 
case of the Southern Highlands. CDR Research 
Report series, no. 11. IRA Research Paper series, 
no. 16. Copenhagen: Centre for Development Re- 
search, 1986. Pp. 155. Paper. ISBN 87-88467- 
38-4. JEL 87-1174 

Analysis of the impact on peasant agriculture of 
the compulsory movement of Tanzania's rural pop- 
ulation into nuclear villages during 1974-75. Pre- 
sents a historical review of village development in 
Tanzania and the implementation of villagizstion 
in the Iringa region. Discusses the evolution of 
land tenure and examines: traditional forms of ten- 
ure; changes in tenure as a result of this policy; 
and official codes in the new agricultural policy of 
1983. Conducts case studies of the Maliwa, Nga- 
manga, and Mamongolo villages, focusing on: vil- 
lage history; the balance between settlement and 
land use; and changes in the forming system since 
1974-75. Assesses the impact of this policy and 
considers some future prospects. No index. 

Gittincer, J. Price; Leslie, Joanne and Hoisinc- 
ton, Caroline, eds. Food policy: Integrating sup- 
ply, distribution, and consumption. EDI Series 
in Economic Development. Baltimore and Lon- 
don: Johns Hopkins University Press for the World 
Bank, 1987. Pp. xiv, 567. Paper. ISBN 0-8018- 
3500-3. JEL 87-1175 

Thirty -eight papers discuss issues in the area of 
food policy. Part 1 deals with current thinking re- 
garding food policy and the world food situation. 
Part 2 focuses on die implications and status of 
programs to increase food production.' Part 3 exam- 
ines the relationship between, and trends in, food 
security, trade, and aid. Part 4 analyzes domestic 
distribution and the effects of price policies and 
subsidies. Part 5 deals with the problem of malnu- 
trition and policies for nutrition interventions. Part 
6 covers die lessons from experiences in food and 
nutrition planning. The contributors are nutrition- 
ists, agricultural economists, and members of inter- 
national organizations. Gittinger is an agricultural 
education and training advisor in the Policy Divi- 
sion of the World Bank. Leslie is a staff nutritionist 
at the International Center for Research on 
Women. Hoisington is a project officer with Afri- 
can Senegal. Bibliography; Index. 


International Rice Research Institute. World rice 
statistics, 1985. Manila: International Rice Re- 
search Institute, 1966. Pp. 271. Paper. ISBN 971- 
104-164-2. JEL 87-1176 

Brings together data on rice production, con- 
sumption, prices, and other relevant statistics from 
various international and national sources. Current 
volume has a new format and revised contents, 
including use of FAO publications as the source 
of data on production, area, yield, and trade, and 
more tables depicting rice trade by origin and des- 
tination, the effect of tariff and nontariff measures 
on rice, and carry-over stocks of rice. Ninety-seven 
tables are divided into die following areas: produc- 
tion, area, and yield; imports and exports; con- 
sumption and stocks; modern rice varieties; land 
use, irrigation, and form size; fertilizer use and 
prices; population and labor force; wages; domestic 
prices; and international prices and tariff and non- 
tariff measures. Five appendix tables present date 
on wholesale and consumer price indexes, official 
exchange rates, crop calendar by country milling 
rates, and import conversion (actors. No index. 

Kellman, Mitchell. World hunger: A neo-Malthu- 
sian perspective. New York and London: Green- 
wood Press, Praeger. 1987. Pp. xviii, 242. 938.95. 
ISBN 0-275-92247-2. JEL 87-1177 

Analyzes food productivity from 1885 to the pres- 
ent. Reviews the literature of the modern era re- 
garding the long-term relationship between man 
and food and assesses alternative models explaining 
the nature of this long-term dynamic relationship. 
Discusses the methodological groundwork and the 
analytical framework required for discrimination 
among competing hypotheses. Presents a statistical 
analysis of selected multicountry wheat and rice 
regions for technological epochs for each region 
to determine the nature and evolution of food-pro- 
ducing technology. Assesses the evidence of effec- 
tive Malthusian pressures on basic technological 
changes in agricultural technology. Discusses the 
findings in terms of competing models of world 
food supply. Kellman is Professor of Economics 
at tbe City University of New York. Bibliography; 
index. 

McBride, Glynn. Agricultural cooperatives: Their 
why and their how. Westport, Conn.: AVI, 1986. 
Pp. xvii, 352. 942.50. ISBN 0-87055-534-0. 

JEL 87-1171 

Undergraduate textbook about die economic ra 
tionale and legal underpinning of agricultural coop 
eratives in tbe U.S., their role in tbe economy 
and their potential role in solving marketing pro! 
lems. The text is designed for use In a on e-ae mest* 
course in agricultural economics or marketing 
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ribusiness, and other related areas, and assumes 
me knowledge of economic principles. Part 1 
qplores the economic rationale for the farm coop- 
rative institutional arrangement, focusing on: the 
ilationship between group action and marketing 
id structure; the structure of agriculture and agri- 
llturml input and output industries; and the his- 
>ry of U.S. antitrust policy and its significance 
r agricultural cooperatives. Part 2 discusses the 
nprovement of agricultural cooperatives and ex- 
nines: cooperative principles; economic feasibil- 
y; management; financing; equity redemption 
Ians; taxes; federal marketing orders; commodity 
duket pools; member education; communications; 
adershlp development; performance measure- 
ient; and issues and challenges facing agricultural 
(operatives. Includes end-of-chapter questions 
id learning suggestions. A workbook of cases in 
xiperative marketing is also available. McBride 
a member of the Department of Agricultural 
xmomics. Michigan State University. Index. 

fuus, Michael L. Rice marketing in the Senegal 
toer valley: Research findings and policy reform 
Jtions. MSU International Development Paper 
tries, no. 8. East Lansing, Mich.: Michigan State 
niversity. Department of Agricultural Economics 
i collaboration with the Senegal Agricultural Be- 
taich Institute, 1987. Pp. xv, 89. $5.00, paper. 

JEL 87-1179 

Presents the results of regional studies of cereal 
arkets in the Senegal River valley. Describes the 
od deficit situation and agricultural development 
rategy of Senegal. Outlines the organization of 
ee markets in the Senegal River valley and as- 
*ses their performance. Discusses available pol- 
y reform options, and considers potential barriers 
' reform as well as means of increasing the efiec- 
veness of policy reforms. Morris is associated with 
e Economics Program at the International Maize 
id Wheat Improvement Center in Mexico. 

RSON, Scott R., irr al Portuguese agriculture 
transition. Ithaca and London: Cornell Univer- 
y Press, 1987. Pp. 283. ISBN 0-8014-1954-9. 

JEL 87-1190 

Fourteen papers examine different aspects of 
irtugueae agriculture and suggest ways of ion- 
oving efficiency and productivity. Part 1 exam- 
es: constraints on the development of Portuguese 
Ericuhure; methods of analysis; commodity poli- 
os, ud agricultural factor market!. Part 2 focuses 
: comparative advantage in Portuguese agricul- 
ire and discusses: extensive fanning in the Alen- 
o; intensive farming in the Vale do Tejo; dairying 
the Aaores; and intensive agric u lt ur e in die 
orthwest Part 3 examines agricultural change in 


the N o rt h we st and discusses patterns of technical 
change as well as future technical and structural 
adjustments in Northwes t ern agriculture. Part 4 
discusses future commodity policies; future policies 
influencing agricultural factor markets; and Portu- 
guese agricultural strategies. Coauthors are: Fran- 
cisco Avillez, Jeffery W. Bentley, Timothy J. Pi- 
rum. Roger Fax, Timothy foiling, Mark 
Langwortby, Eric Monke, and Stefan Tangermann. 
Pearson is a professor at the Food Research Insti- 
tute, Stanford University. Index. 

Pxnnt, David H. Starvation: The role of the market 
system. Canberra, Australia: Australian National 
University, 1986. Pp. xvii, 124. Paper. ISBN O- 
86784-825-1. JEL 87-1181 

Examines famines that occur in economies where 
market exchange is the dominant- force in resource 
allocation. Discusses death from starvation as the 
ultimate economic problem, the economics of star- 
vation in a market situation, micro evidence from 
two villages in Indonesia, the place of starvation 
in modern economic theory, working toward the 
elimination of mass starvation, and the mar ket sys- 
tem and general economic welfare Offers an 
economic model that gives priority to human well- 
being rather than to indu strial co m mercial prog- 
ress. The late David H. Penny was Director of 
Research, Department of Aboriginal Affairs, Gov- 
ernment of Australia. C lossary; no index. 

Pincau, Prabhu; Bicot, Yves and Binswancm, 
Hans P. Agricultural mechanization and the evolu- 
tion of farming systems in Sub-Saharan Africa. 
Baltimore and London: Johns Hopkins University 
Press for the World Bank, 1987. Pp viH. 216. 
$22. 50. ISBN 0-8018-3502-X- JEL 87-1 182 

An attempt to discover the reasons underlying 
the limited extent of mechanization of Sub-Saharan 
agriculture. On the basis of a review of the litera- 
ture and field visits, the authors examine: the evo- 
lution of societies from shifting to permanent culb- 
vation of land; die role of agrocL marie, soil, and 
infrastructural constraints in this evolution; the 
conditions nec ess ary for a transition from the hand 
hoe to the plow; the persistence of the hand hoe 
in some areas despite efforts at lwcch a nirtHnn ; and 
possible policies and projects to promote the 
growth of agricultural mechanisation. Part 1 ana- 
lyzes the decision to plow. Part 2 focuses on issues 
relevant to the use of animal draft, and Part 3 exam- 
ines Am shift to m otorized agriculture. Ptafah is 
an economist at die International Rice Res ear ch 
Institute. Bigot is a researcher at fas Centre de 
Cooperation Internationale en R echer che Agrono- 
miqoe pour le D6valoppemenL Binaw a ngac is 
chief of the Agricultural R e i ran c h Unit at Am 
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World Bank* Agriculture and Rural Development 
Department. Index. 

Prostcrman, Roy L. and Ribdincer, Jeffrey M. 
Lend reform end democratic development. Johns 
Hopkins Studies in Development series. Baltimore 
and London: Johns Hopkins University Press, 
1987. Pp. xii, 313. $29.50. ISBN 0-8018-3482-1. 

JEL 87-1183 

Argues that a program of land reform and rural 
development that highlights the role of the family 
farm can avert millions of hunger and health- 
related deaths and create (he conditions for volun- 
tary population control. Part 1 focuses on the roots 
of development and discusses: landlessness and 
revolution; tenure, equity, and productivity; as- 
sessment s beyond agriculture — birth, death, and 
freedom; and four alternative models of develop- 
ment. Part 2 discusses family forming in South Vi- 
etnam and land reform in El Salvador. Part 3 pres- 
ents prescriptions for future development and 
examines: guiding principles of land reform, com- 
plementary programs; and the universalization of 
a family-form model. Prosterman is a professor at 
the University of Washington School of Law. Ried- 
inger is a doctoral fellow at the Woodrow Wilson 
School of Public and International Affairs, Prince- 
ton University. Index. 

Scott, R. H. The value of land in Australia. Research 
Monograph series, no. 47. Canberra: Australian 
National University, Centre for Research on Fed- 
eral Financial Relations; distributed by ANU- 
TECH, 1986. Pp. ix, 99. Paper. ISBN 0-86784- 
988-6. JEL 87-1184 

Examines the valuation of land in Australia. Dis- 
cusses: Australian economic history and the value 
of land; government and land valuation; the prob- 
lems associated with land valuation; the value of 
land in the aggregate; interstate differentials; and 
issues relevant to valuation reform, tax reform, and 
land management. Appendices examines; land as 
a component of national wealth; local government 
in Australia; valuation legislation; and supplemen- 
tary statistics. Scott is an economist. Bibliography; 
no index. 

Swaminathan, M. S. and Sin ha, S. K., eds. Global 
aspects of food production. Natural Resources and 
the Environment Series, vol. 20. London; River- 
ton, N.J. and Dehra Dun, India: Tycooly Interna- 
tional, 1966. Pp. xx, 449. Paper. ISBN 1-85148- 
009-8. JEL 87-1185 

Eighteen contributions examine the global bod 
situation and provide information relevant to the 
promotion of an international agricultural system 
based on ecology, efficiency, and equity. Topics 


discussed include: food production needs, the 
quantitative dimensions of the nutrition problem, 
energy balance in agriculture, research and tech- 
nology needs, germ plasm resources, climate and 
production, water resources and their role in food 
production, requirements and management of ni- 
trogen fertilizer, chemical technology for produc- 
ing fertilizer nitrogen, the role of phosphorus in 
global food production, potassium requirements 
and resources, the problems and prospects of salt- 
affected soils, the significance of desertification, 
insect control, the management of disease, and 
building nutrition security systems. Swaminathan 
is Director General of the International Rice Re- 
search Institute in the Philippines. Sinha is Profes- 
sor of Plant Physiology at the Water Technology 
Centre, Indian Agricultural Research Institute, 
New Delhi. No index. 

See alio. Book Numbers JEL87-U47, 87-1174, 87- 
1183, 87-1209, 87-1245, 87-1252 
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Bercesen, Helce Ole, Moe, Arild and 0strenc, 
Willy. Soviet oil and security interests in the Bar- 
ents Sea. New York: St. Martin’s Press, 1987. Pp. 
xv, 144. $29.95. ISBN 0-312-00491-5. 

JEL 87-1187 

Analysis of the prospects for Soviet oil production 
in the Barents Sea. Focuses on the importance of 
the Barents Sea as a source of energy for the Soviet 
Union and the potential economic, military, and 
political problems associated with the development 
of petroleum production in the area. Assesses the 
importance of the Barents Sea as an energy option 
for the Soviet Union. Reviews die process of Soviet 
oil exploration in the Barents Sea and analyzes the 
possible conflict of interest between petroleum and 
military strategy. Outlines the major options avail- 
able to the Soviet Union with respect to petroleum 
production in the Barents Sea. Appendices provide 
details of Barents Sea offshore research, planning, 
and development, and Soviet offshore-related pur- 
chases from abroad. 0*treng is Director, Moe is 
Director of Soviet Studies, and Bergesen is Senior 
Research Fellow, Fridtjof Nansen Institute, Oslo. 
Index. 

[Crutchfield, James A.} Natural resources econom- 
ics end policy applications: Essays in honor of 
James A. Crutchfield. Edited by Edward Miles; 
Robert Pkaly and Robert Stokes. Foreword by 
Brewster C. Denny. Public Policy Issues in Re- 
source Management series. Seattle: Institute fin 
Public Policy and Management, Institute for Ms 
rine Studies, and University of Washington Cradu 
ate School of Public Alain; distributed by Univer 
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ity of Washington Prew, Seattle and London, 
.966. Pp. xiii, 440. $30.00. ISBN 0-295-96345- 

JEL 87-1188 

Seventeen papers in honor of Janies A. Crutch- 
ield, Professor Emeritus of EeononUcs and a pro- 
essor in the Institute for Marine Studies at the 
Jniversity of Washington. Papers focus on the con- 
ributions of economics to policy making regarding 
latural resources. Port 1 reflects the interaction 
f economics and policy, discussing the ways in 
vhich economics is useful in the solution of natural 
c source problems, the relationships between man 
ind nature, and the impact of economics on the 
levelopment of fisheries policy. Part 2 examines 
ubstantive issues such as catch quotas and shares 
l the fishstock as property rights, historical dy- 
uunics of the fisheries of Georges Bank, small scale 
ishery management in developing countries, ap- 
wopriate strategies for development of fisheries, 
le importance of law enforcement in the fisheries 
ndustry, and large-scale water transfers in North 
imerica. Part 3 deals with analytical and methodo- 
ogical issues, including uncertainty and option 
'alue in environmental policy, estimating resource 
epletion costs, environmental risk and resource 
evelopment, implications of the absence of stock- 
scruitment relationships in fisheries maiu^sment, 
ind the utility of static versus dynamic models in 
isheries management. Part 4 is concerned with 
he issue of bringing specialized knowledge to bear 
m policy making, discussing inter-disciplinary re- 
earch and environmental management. Contribu- 
rrs are mainly economists. Miles and Stokes are 
Mth at the Institute of Marine Studies and profes- 
ors at the University of Washington. The late Rob- 
irt Pealy was Professor Emeritus of Public Aflairs 
t the University of Washington. Index. 

dlby, Don. World energy: The fact* and the fu- 
ure. Second edition. New York and Oxford: Facts 
n File, [1981] 1986. Pp. 290. $45.00. ISBN 0- 
1160-1615-1. JEL 87-1189 

Second revised and updated edition examines 
>e current world energy situation. [See JEL no. 
2-0241 for annotation of the first edition.] Part 1 
ixamines world energy consumption and reserves, 
nd presents the outlook for world energy to the 
'ear 2000. Part 2 focuses on the potential cost, 
upply, and outlook for coal, natural gas, oil, nu- 
lear energy, and electricity. Part 3 analyzes 
mergy demand and supply throughout the world, 
’art 4 presents future issues and discusses ques- 
fons regarding conservation, the environment, 
mthetic fuels, and die prospects beyond 9000. 
3ne hundred fifteen statistical tables provide infor- 
natioo on fuel eoasumptfcm, pro duct ion, and de- 
nand. Bibliography; no index. 


Japan Ministry op Acricultube, Forestry and 
Fisheries, Statistics and Information Depart- 
ment. Fisheries statistics of Japan, 1984. Annual. 
Tokyo: Association of Agriculture-Forestry Statis- 
tics, 1986. Pp. 64. Paper. JEL 87-1190 

A yearly publication providing information on 
the structure of production, marketing, and the 
economic situation of Japanese fisheries. [See JEL 
no. 86-0568 for annotation of previous edition.] 
Consists of twenty-one statistical charts sad 
twenty-five st ati s tic al tablet, including two refer- 
ence tables on world catch for 1979-1983. No in- 
dex. 

Klein doreer, Paul R. and Kunueuther, Howard 
C. , ed. Insuring and managing hazardous risks: 
From Severe to Bhopal and beyond. New York; 
Beilin; London and Tokyo: Springer, 1967. Pp. 
ix, 534. ISBN 0-387-17732-9. JEL 87-1191 
Seventeen papers presented at the “Interna- 
tional Conference on Transportation, Storage, and 
Disposal of Hazardous Materials" held in Lanen- 
burg, Austria, in July 1985. Part 1 presents histori- 
cal background and focuses on: learning to cope 
with crises; the engineering aspects of severe acci- 
dents; the Seveso accident; and compensation for 
environmental damage. Part 2 discusses: insurance 
and compensation as policy instruments for hazard- 
ous waste management; bargaining and negotiation 
in hazardous waste management; and the siring 
of hazardous waste facilities. Part 3 focuses on risk 
analysis and examines, chemical hazard risk assess- 
ment: methods of risk analysis; educating and in- 
forming the public about risk; and value tree analy- 
sis as applied to offshore oil drilling. Part 4 drub 
with risk management and insurance, and dis- 
cusses: regulating environmental risks; chemical 
industry hazards; environmental impairment liabil- 
ity; the legal regime and insurance problems of 
transporting hazardous materials by sea; insuring 
environmental liabilities; and the role of insurance 
in risk spreading and risk bearing. The contributors 
are mainly environmental and social scientists, risk 
analysts, and insurance and legal experts. Klein- 
dorfer is Professor of Decision Sciences and Eco- 
nomics, and Kunreuther is Professor of Decision 
Sciences and Public Policy and Management, both 
at the University of Pennsylvania. Index. 

McLin, Jon. Social and economic effects of petro- 
leum de v e l opment in non-OPEC developing com n- 
tries: Synthesis report. Geneva: I n te rna t ion a l La- 
bour Office, 1986. Pp. xiii, 104. Paper. ISBN 92- 
2-106505-1. JEL 87-1192 

Synthesis of the findings of an ILO research proj- 
ect coeducted between 1979 and 1985 for the pur- 
pose of assisting ail and gm producers ta the Ron- 



1962 


Journal of Economic Literature 


South, Sewanee, Tennessee, explore the theoreti- 
cal, empirical, and policy dimensions of the signifi- 
cance of the stickiness of wages as a primary factor 
in causing the persistence of high unemployment 
in industrialized nations. Topics include: discussion 
of rigid wage rates versus wage flexibility; a new 
method for measuring wage flexibility; analysis of 
institutions and incentives as causes of wage inflexi- 
bility; an examination of the effects of layoffs by 
seniority on wage rigidity; an investigation of the 
effects of union activity on wage rigidity and unem- 
ployment; a survey of macroeconomic policies fol- 
lowed in the post; proposals for a wage tax and 
worker-subsidy scheme to reduce the natural rate 
of unemployment; the macroeconomics of profit- 
sharing; and wage indexation and macroeconomic 
fluctuations. Contributors are economists. Becker- 
man is Lord Thompson Fleet Fellow, University 
Header, and tutor in economics at Balliol College, 
Oxford. Index. 

BenehIa, Lourdes and RoldAn, Martha. The cross- 
roads of doss and gender: Industrial homework, 
subcontracting, and household dynamics in Mexico 
CUy. Women in Culture and Society series. Chi- 
cago and London: University of Chicago Press, 
1987. Pp. xii, 204. $42.00. cloth; $13.95, paper. 
ISBN 0-226-04232-4, pbk. JEL 87-1202 

Interdisciplinary study combining economic, so- 
ciological, and anthropological perspectives that in- 
vestigates the reasons behind the growing concen- 
tration of women in the "informal sector” of the 
Latin American economy. Examines the economic 
and political implications both for the women in- 
volved and for the evaluation of employment poli- 
cies that are promoting this sector. Explores the 
specific life situations and problems facing this 
group of Mexican women. Focuses on industrial 
homework, particularly the garment, toymaking, 
plastics, and electronics industries, noting that the 
majority of these workers are women. Examines 
how class and gender are articulated in a concrete 
working and living situation, and the dynamics of 
an industrial labor market within the context of 
development problems. Addresses questions con- 
cerning the industries involved, the tasks per- 
formed at home, subcontracting, and the labor 
market dynamics that result. Benerfa is Professor 
of City and Regional Planning and Women’s Stud- 
ies, Cornell University. RoldAn it a Professor of 
Sociology, University of Buenos Aires. Bibliogra- 
phy; index. 

Bodie, Zvi; Shoven, John B. and Wish, David A., 
eds. Issues in pension economics. National Bureau 
of Economic Research Project Report series. Chi- 
cago and London: University of Chicago Press, 


1987. Pp. ix, 376. $45.00. ISBN 0-226-06284-8. 

JEL 87-1203 

Eleven papers with discussants’ comments, pre- 
sented at a conference held in San Diego, April 
1984. Papers in part 1 discuss changing philosophy 
about the rationale for pension fends, considering: 
fending and asset allocation in corporate pension 
plans; pension policy and the value of Pension Ben- 
efit Guarantee Corporation Insurance; and how the 
stock market values pension assets and liabilities. 
Papers in part 2 deal with the role of pensions in 
providing an adequate and secure retirement in- 
come, discussing concepts and measures of earn- 
ings replacement during retirement and the inte- 
gration of employer pension plans with Social 
Security. Papers in part 3 address the effects of 
pensions, including Social Security, on private sav- 
ings covering: uncertainty and individual savings; 
annuity markets, savings, and the capital stock; 
and dissaving alter retirement. Papers in part 4 
analyze the incentive effects of pension plans on 
labor market behavior, and pension inequality. 
Contributors are economists. Bodie is Professor 
of Finance at Boston University. Shoven is Profes- 
sor of Economics at Stanford University. Wise is 
John F. Stambaugh Professor of Political Economy 
at the John F. Kennedy School of Government, 
Harvard University. Author and subject indexes. 

Brown, Clair and Pechman, Joseph A., eds. Gen- 
der in the workplace. Washington, D.C.: Brook- 
ings Institution, 1987. Pp. xiv, 316. $32.95, cloth; 
$12.95, paper. ISBN 0-8157-1170-0, cloth. 

JEL 87-1204 

Eight papers with comments and an introduction 
by the editors assess the importance of gender in 
the workforce. Papers discuss the role of gender 
in the labor market and economy; consumption, 
work roles, and economic growth between 1918 
and 1980; a case study of promotion and segrega- 
tion by sex in an insurance firm; the dynamics of 
occupational segregation among bonk tellers; sub- 
contracting in Mexico City as a means of reducing 
women's wages; unions and the female work force; 
occupational segregation among part-time and fell- 
time workers; the importance of child support for 
the independence and welfare of single mothers; 
and the effectiveness of sex-based employment 
quotas in Sweden. The contributors are mainly 
economists. Brown is Associate Professor and Asso- 
ciate Director of the Institute of Industrial Rela- 
tions, University of California, Berkeley. Pechman 
is Senior Fellow at the Brookings Institution. In- 
dex. 

Davies, Stephen and Caves, Richard E. Britain’s 
productivity gpp. National Institute of Economic 
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and Social Research Occasional Papers series, no. 
40. Cambridge; New York and Melbourne; Cam- 
bridge University Press, 1987. Pp. iiv v 131. 
$29.95. ISBN 0-521-33464-0. JEL 87-1205 

Analysis of the extent and causes of differences 
in productivity among British manufacturing indus- 
tries and between productivity in Britain and the 
United States. Examines the statistical record of 
productivity levels in British and American indus- 
tries and considers the relevance of labor relations, 
skills of management and labor, and sizes of compa- 
nies and plants. Outlines an analytical framework 
for the study of relative industrial productivity and 
analyzes determinants of relative efficiency. Dis- 
cusses the relationship between productivity, 
prices, market structure, and international trade. 
Examines relative productivity in large plants and 
relative productivity growth. Presents lessons for 
analyzing productivity and discusses implications 
for policy. Index. 

Doerincer, Peter B.; Moss, Philip I. andTerjcla, 
David C. The New England fishing economy: Jobs, 
income, and kinship. Amherst: University of Mas- 
sachusetts Press, 1986. Pp. viii, 147. ISBN 0- 
87023-535-4. JEL 87-1206 

Product of team research begun in 1982 to deter- 
mine how a shift in the U.S. -Canadian fishing 
boundary would affect socioeconomic conditions in 
New England. Focuses on the structure, work 
force, and adjustments of the New England fishing 
industry. Reviews the recent history of the fishing 
industry in New England and discusses the struc- 
ture of the industry in Gloucester and New Bed- 
ford. Examines fishermen, processing workers, and 
their jobs. Discusses labor market structure and 
labor force adjustment in the fishing industry, and 
employment and income alternatives to fishing 
and processing. Concludes that both kinship and 
capitalist employment systems exist and discusses 
the implications of each system for the stability of 
employment in the fishing industry. Doeringer and 
Terkla are members of the Department of Econom- 
ics at Boston University. Moss is Assistant Profes- 
sor of Economics at the University of Lowell. In- 
dex. 

England, Geoffrey. Part-time, casual and other 
atypical workers: A legal view. Research and Cur- 
rent Issues Series, no. 48. Kingston, Ontario: 
Queen's University Industrial Relations Centre, 
1987. Pp. 82. Paper. ISBN 0-88886-154-0. 

JEL 87-1207 

Focuses attention on the workers whq do not 
fit die mold of die traditional employment relation- 
ship such as part-time employees, seasonal work- 
ers, contract workers whose term of employment 


is specified, triangle workers hired by one person 
to do work for another employer, homeworkers, 
and workers whose employer pays them out of a 
government subsidy through job-creation pro- 
grams. Argues that these workers receive inferior 
treatment under Canadian labor law. Examines 
their legal position from the p e rsp ec ti ves of the 
common law employment contract, employment 
standards legislation, and collective bargaining leg- 
islation. Describes each group of workers in detail 
pointing out the main kinds of legal duoriminatiou 
to which they are subjected. Concludes that these 
workers are playing an increasingly important role, 
but continue to face discrimination by die majority. 
Suggests a number of reforms. England is Professor 
of Labour Relations at the School of Management. 
University of Lethbridge. No index. 

Gunderson, Morley; Meltz, Noah M. andOstry, 
Sylvia, eds. Unemployment: International per- 
spectives. Toronto; Buffalo and London-. University 
of Toronto Press for the Centre for Industrial Rela- 
tions, 1987. Pp. ix, 224. $25.00. doth; $12.95. pa- 
per. ISBN 0-8020-6636-4, pbk. JEL 87-1208 
Fifteen papers plus comments, presented at an 
international conference of economists sponsored 
in November 1984 by the Centre for Industrial 
Relations at the University of Toronto. Provides a 
comparative approach for analyzing the causes and 
possible remedies for the 1960s unemployment 
problem. Examines unemployment in Western 
Europe, the United States, and Canada. Describes 
in detail the situation in die three countries, focus- 
ing on topics such as monetary policy and the regu- 
lation of inflation, wage behavior and macroeco- 
nomic policies, institutional change, flexible wage 
structures, labor market rigidities, and demo- 
graphic components. Key issues relate to the ef- 
fects of restrictive monetary and fiscal policies and 
whether rigidities prevent labor markets from ad- 
justing to rapid shock effects. Examines industrial 
relations and their bearing on unemployment, and 
proposes unemployment remedies, including re- 
ducing the standard work week and behavior alter- 
ation. Gunderson is Director of the Centre for In- 
dustrial Relations and Professor of Economics at 
the University of Toronto. Meltz is Assistant Dean 
of the School of Craduate Studies and Professor 
of Economics and Industrial Relations at the Uni-, 
versify of Toronto. Ostry is Canadian Ambassador 
for Trade Negotiations. No index. 

Islam, Rowanul. and Muqtada, M., eds. Bengfa- 
dssh: Selected issues to employment end develop- 
ment. New Delhi: I n ter na tional Labour Orgaotoa- 
Uon, Aston Employment Pwgwaas (ARTEPk 
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1986. Pp. 297. *12.00, doth; *8.00, paper. ISBN 
92-2-105769-0, pbk. JEL 87-1306 

Thirteen papers, all previously published, dis- 
cuss key issues and problems in the development 
of Bangladesh. Topics include; problems of em- 
ployment and poverty alleviation; rural and urban 
unemployment and underemployment; trends in 
and causes of poverty and inequality; determinants 
and possibilities of employment expansion in the 
crop sector, trade, industrialization, and employ- 
ment; employment generation through cottage in- 
dustries; present and potential demand for prod- 
ucts of rural industries; technology, productivity, 
and employment in rural industries; employment 
potentials and problems in the urban informal sec- 
tor; Internationa) migration and the domestic econ- 
omy; and domestic resource mobilization and self- 
reliance. Index. 

La yard, Richard. How to beat unemployment. With 
assistance from Andrew Sentance. Oxford; New 
York; Toronto and Melbourne: Oxford University 
Press, 1986. Pp. 201. *29.95. ISBN 0-19-877265- 
3. JEL 87-1210 

Examines the rise in unemployment and dis- 
cusses how unemployment can be reduced without 
increasing inflation. Discusses the basic facts about 
unemployment, the inflation/unemployment quan- 
dary, the supply side approach, aggregate demand, 
and alternative theories. Proposes a four rule strat- 
egy to reduce unemployment in the United King- 
dom and still contain inflation that involves: creat- 
ing jobs for those kinds of workers who are 
unemployed; training and retraining the less 
skilled, while targeting jobs toward those who re- 
main unskilled; adopting a tax-based incomes pol- 
icy whereby employers would pay a penalty tax if 
the growth in their hourly wages exceeded the 
norm; and defending the pound, where necessary, 
by higher interest rates. Layard is Professor of 
Economics at the London School of Economics 
and head of its Centre for Labour Economics. In- 
dex. 

1 v _ 

McKee, David L. an^^nett, Richard E., eds. 
Structural change in turban industrial region: 
The Northeastern New York and Lon- 

don: Greenwood Frifcjhraeger, 1987. Pp. ix, 255. 
*39.95. ISBN 0^M&3-3. JEL 87-1211 
Fifteen paperafe ^ j wte d at a conference entitled 
"Appraising d^ amgp ny of Northeastern Ohio” 
sponsored by Mgjnpuate school of Management 
and the DepswiiM'of Economics of Kent State 
University iraSg^fr 1986. Part 1 assesses urban 
and refionaiy|^HP)ibty to structural economic 
change. Part * flHp with some specifics on metro- 
pohtsa labor nMp In northeastern Ohio. Fart 


3 discusses the implications of deindustrialization 
and industrial restructuring. Part 4 presents some 
nonacademic perceptions regarding the impact of 
emerging technology and the need for international 
competitiveness. Part 5 assesses Ohio's position 
in the regional life cycle and outline* certain policy 
considerations. The contributors are mainly econo- 
mists. Bennett and McKee are Professors of Eco- 
nomics at Kent State University. Selected bibliog- 
raphy; index. 

Noyelle, Thierry J. Beyond industrial dualism: 
Market and Job segmentation in the new economy. 
Conservation of Human Resources Studies in the 
New Economy series. Boulder, Colo, and London: 
Westview Press, 1967. Pp. xii, 140. *28.50. ISBN 
0-8133-7301-8. JEL 8 7-1212 

Examination of the changes that are currently 
taking place in the labor market, focusing on struc- 
tural developments such as the shift from manufac- 
turing to services, the increasing internationaliza- 
tion of the world economy, and the introduction 
of new computer-communications technology. 
Discusses the processes of market and job segmen- 
tation that arose under industrial dualism and that 
are now weakening and disappearing. Presents 
three case studies to illustrate the hypothesized 
changes and identify emerging new processes of 
segmentation: R. H. Macy and Company in retail- 
ing; New York Telephone representing utilities; 
and an unnamed huge insurance firm. Conceptual- 
izes the new processes of segmentation and illus- 
trates the new labor market interactions being 
brought about among major groups of workers. 
Concludes with a discussion of the implication* 
for policy, emphasizing the changing nature of mo- 
bility, the role of educational institutions, and the 
implications for earnings and distributional poli- 
cies. Noyelle is Senior Research Scholar, Conser- 
vation of Human Resources, Columbia University. 
Bibliography; index. 

Reynolds, Lloyd G.; Masters, Stanley H. and 
Moser, Colletta H. Economics of labor. Engle- 
wood Cliifa, N.J.; Simon and Schuster, Prentice- 
Hall. 1987. Pp. x, 518. ISBN 0-13-225772-6. 

JEL 87-1313 

Textbook on labor economics designed for a one- 
term upper division course for economics majors. 
Topics include; labor markets; labor supply deci- 
sions; human capita — education and job training; 
demand; investment by firms in workers; wage de- 
termination in practice; the real wage level and 
productivity; organization and ob j ectives of trade 
unions; nonwage effects and the balance (beet; dis- 
crimination; unemployment; and American work- 
ers in a world economy. Concludes with a compari- 
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•on of U.S. labor market* with labor market! in 
developed, developing, and planned economies. 
Contain! chapter summaries, key concepts, review 
questions, and selected readings. Reynolds is Pro- 
fessor of Economics at Yale University. Masters 
is at the State University of New York at Bingham- 
ton. Moser is at Michigan State University. Glos- 
sary; index. 

obinson, Derek. Monetarism and the labour mar- 
ket. Library of Political Economy series. Oxford; 
New York; Toronto and Melbourne; Oxford Uni- 
versity Press, Clarendon Press, 1986. Pp. xiv, 499. 
$49.95. ISBN 0-19-877191-6. JEL 87-1214 
Critique of the monetarist treatment of labor 
markets. Describes monetarism, and discusses: the 
Quantity Theory, wages and employment; the de- 
mand and supply of money; and income and 
wealth. Considers different definitions of income 
and examines die concept of permanent or lifetime 
income, emphasizing the importance of fairness 
and beliefs about the level of future income. Exam- 
ines the demand for and supply of labor, introduc- 
ing the notion of acceptable labor supply. Analyzes 
the relationship between real wages, labor supply 
and unemployment, and job search, and die deter- 
mination of pay and employment in a free market, 
introducing the role of trade unions into the analy- 
sis. Examines the relationship between inflation 
and unemployment; the role of expectations by 
individuals and if there are trade unions; the natu- 
ral rate of unemployment; policies of die Thatcher 
government; and counter-inflationary policies. 
Robinson is Senior Research Officer at the Institute 
of Economics and Statistics, Oxford University. 
Bibliography; index. 

ANDEUL, Steven H., ed. The problem isn’t age; 
Work and older Americans. New York and Lon- 
don: Praeger. 1987. Pp. xiii, 265. ISBN 0-27V 
92371-1. JEL 87-1215 

Fifteen papers conduct an analysis of the labor 
market problem* of older workers. Part 1 examines 
the demographic and economic context of pros- 
pects for older workers, and labor market prob- 
lems and employment policies affecting older 
Americans. Part 2 deals with labor market prob- 
lems and examines: explanations for the reduced 
pay of older job losers; age changes in productivity 
and earnings among managers and pro fessi o n al*; 
aging and relative e arnin gs; older wor ker * in the 
market for part-time employment; and job dis- 
placement and the employment service. Part 3 dis- 
cusses policies and prospects focusing on:' govern- 
ment employment and training progr am s; 
emerging state and local initiatives; • management 
per sp e cti ve on work alternatives for older Ameri- 


cans; private-sector employment practices; the ef- 
fects of restructuring the Social Security System; 
health plan coats, medicare, and the employment 
of older workers; and r etirement and participation 
in volunteer activities. The contributor* are mainly 
economists. Sandeli is an eco nomis t at the National 
Commission for Employment Policy. Selected 
bibliography; index. 

Sc hager, Nils Henrik. Unemployment, vacancy du- 
rations and wage increases; Applications of Mar- 
kov processes to labour market dynamics. IUI Re- 
search Report series, no. 29. Stockholm: Industrial 
Institute for Economic and Social R es e ar c h ; dis- 
tributed by Almqvist and Wiksell, 1987. Pp. 217. 
SKr. 178.00, paper. ISBN 91-7304-28U-X. 

JEL 87-1216 

Analysis of the dynamics of the labor market and 
wage formation. Part I present* a r e int erpretation 
of the curve relating the stock of unemployment 
to the stock of vacancies — the UV curve— and ex- 
amines hires as the outcome of stochastic interac- 
tion between unemployment and vacancies. Part 
2 views the optimal wage and hiring policy of a 
firm as a controlled Maikov process. A technical 
supplement details the structures of Maikov deci- 
sion processes of an employment-expanding firm. 
No index. 

Standing, Guy. Unemployment and labour market 
flexibility: The United Kingdom. World Employ- 
ment Programme series. Washington, D.C. and 
Geneva: International Labour Office, 1986. Pp. xi, 
147. $21.00, paper. ISBN 92-2-105291-5. 

JEL 87-1217 

Reviews the trend* in British unemployment and 
assesses the theme dust increased Uxor market 
flexibility would lead to a rapid reduction of that 
unemployment. Concentrates on 1979-1986 when 
unemployment rose to the highest levels since the 
1930s. Considers the pattern of unemployment 
that has emerged, the official explanation of that 
unemployment, and the actual pohcfe* pursued 
in recent yean. Reviews policies introduced in the 
1985 and 1986 budgets, focusing on the link be- 
tween unemployment and labor market flexibility. 
Discusses the demise of fell employment and the 
incidence of unemployment Examines govern- 
ment perceptions of unemployment in the 1960s, 
and unemployment and labor market i nfle xi b il ity . 
Considers special measures to aid the ussamp lo y ed 
and disc u sses the e m er g ence of flexible tabor sys- 
tems and how this development alien the prob- 
lem. Conclude* that flexibflfty is desirable f ft 
means skilled and autonoeao« adtfrtabtifty bat not 
if ft requires ins ec uri ty, Instabi li ty , sssd smtnM 
activity. No index. 
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United Nations Economic and Social Commission 
poii Asia and the Pacific. International labour 
migration and remittance* between the developing 
ESCAP countries and the Middle East: Trends, 
issues and policies. Development Papers series, 
no. 6. U.N. Publications Sales No. E.87.I1.F.6. 
Bangkok: ESCAP; distributed by U.N. Sales Sec- 
tion, New York and Geneva, 1987. Pp. ix, 206. 
$23.50, paper. ISBN 92-1-119434-2. 

JEL 87-1218 

Analysis of trends and major issues in the inter- 
national flow of labor and remittances between 
ESCAP countries and the Middle East. Reviews 
patterns of labor and remittance flows. Examines 
the impact on income, balance of payments, con- 
sumption, saving, investment, prices, wages, and 
employment in labor exporting countries. Dis- 
cusses labor recruitment and remittance proce- 
dures, and demand in labor importing countries. 
Reviews policy measures and options for; worker 
protection, the integration of returned migrants, 
the control of remittance flows, and cooperation 
among labor exporters and between exporters and 
importers. No index. 

See also: Book Numbers JEL 87-1026 . 87-1040. 87- 
1136, 87-1196, 87-1200, 87-1201, 87- 
1215, 87-1216, 87-1221, 87-1248 

830 Tiaoe Unions; Collective Bargainings; 
Labor-Manacement Relations 

Flanagan, Robert J. Labor relations and the litiga- 
tion explosion. Washington, D.C. : Brookings Insti- 
tution, 1987. Pp. x, 122. $26.95, doth; $9.95, pa- 
per. ISBN 0-8157-2858-1. JEL 87-1219 

Analyzes the nature, causes, and consequences 
of the litigation explosion that has developed under 
the National Labor Relations Act (NLRA). Provides 
an economic and statistical analysis of the effects 
of regulatory rule-maldng on labor relations behav- 
ior and on the regulatory process. Reviews the 
general features and implications of policy under 
the NLRA and examines the growth of regulatory 
litigation. Compares U.S. outcomes with those of 
Canada and Japan. Evaluates the controversy over 
the effect of NLRB regulations on labor relations 
outcomes. Analyzes the influence of compliance 
and enforcement incentives on the growth of unfair 
practice charges and considers implications of 
changes in national labor relations policy. Flanagan 
is Associate Professor of Labor Economics at the 
Graduate School of Business, .Stanford University. 

Haqcard, Thomas and Conflict* 

between labor legislation La- 

bor Relations and Pubhcjp^lfrj' >6 dnej|jtao. 30. 


Philadelphia: University of Pennsylvania, Wharton 
School, Industrial Research Unit, 1967. Pp. x, 278. 
$27.50, paper. ISBN 0-89546-064-5. 

JEL 87-1220 

Comprehensive treatment of the relationship of 
bankruptcy law and labor legislation. Specific top- 
ics include: the rejection of collective bargaining 
agreements; the Supreme Court decision in Bil- 
dfsco; tiie impact of Section 1113, which basically 
prohibits any form of unilateral modification or re- 
jection of labor contract by a debtor; mandatory 
bargaining overcharges in the operation of the 
debtor employer's business; labor law successorship 
doctrine as applied to the purchaser of assets of a 
bankruptcy estate; bankruptcy versus NLRB juris- 
diction over matters affecting the debtor's estate; 
bankruptcy versus arbitral jurisdiction over dis- 
putes arising under a debtor employer’s collective 
bargaining agreement; the power of bankruptcy 
courts to enjoin strikes; bankruptcy status of claims 
for employee compensation and benefits; and the 
appointment of union representatives on Chapter 
11 creditor committees. Haggard is a professor at 
the University of South Carolina Law School. Pul- 
liam is a practicing attorney in San Diego. Index 
of cases. 

Marshall, Rat. Unheard voices: Labor and eco- 
nomic policy in a competitive world. New York- 
Basic Books, 1987. Pp. xi. 339. $19.95. ISBN 0- 
465-08869-4. JEL 87-1221 

Examines the influence of worker participation 
on U.S. economic performance and competitive- 
ness. Analyzes the implications of the internation- 
alization of formerly more isolated national econo- 
mies. Discusses the problems created by these 
changes and demonstrates the inability of tradi- 
tional nonconsensus- based policies to deal with 
these problems. Examines the declining competi- 
tiveness of American industry because of inade- 
quate policies, and analyzes the impact of manage- 
ment, collective bargaining, and worker ownership 
on economic p erfor m ance. Demonstrates the use 
of consensus mechanisms for public policy making 
in the United States and Europe. Examines how 
the Japanese have used the consensus process to 
develop a highly competitive economic system and 
presents public policy recommendations for use 
in the United States. Marshall is Audit and Ber- 
nard Rapoport Centenial Professor of Economics 
and Public Affairs at tbe University of Texas. Bibli- 
ography; index. 

Perry, Charles R. Union corporate campaigns. Ma- 
jor Industrial Research Unit Studies series, no. 
86. Philadelphia: University of Pennsylvania, 
Wharton School, Industrial Research Unit, 1987. 
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Pp. viii, 211. 930.00. ISBN 0-89546-065-3. 

JEL 87-1222 

Objective analysis of the corporate campaign tac- 
tic of union organizing whereby secondary pressure 
is applied to others— stockholders, directors, finan- 
cial institutions, customers, legislators, and anyone 
else who deals with the company — to Induce them 
to compel company management to agree to union 
demands. Explains the nature of these campaigns 
and evaluates their successes and failures. Reviews 
campaigns involving BASF, Beverly Industries, 
Campbell Soup, .Consolidated Foods (now Sara 
Lee), Hormel, General Dynamics, Litton Indus- 
tries, Louisiana-Pacific, Phelps Dodge, and Seattle 
First National Bank. Six appendices provide addi- 
tional material on several of these campaigns. Perry 
is Associate Professor of Management and Indus- 
trial Relations and Senior Faculty Research Associ- 
ate in the Industrial Research Unit at the Wharton 
School, University of Pennsylvania. Index. 

icorr, Daniel T. Technology and union survival: 
A study of the printing industry. New York and 
London: Greenwood Press, Praeger. 1987. Pp. xix, 
185. ISBN 0-275-92680-X. JEL 87-1223 

Analyzes the decline in the unionization of the 
commercial printing industry through comparison 
and evaluation of historical trends in craft union 
membership. Examines the way in which advances 
in production technology introduce new Harms of 
competition into the craft union labor market. 
Presents the craft union membership model as the 
framework for analysis. Describes the historical 
transformation from craft production to automated 
printing production, and traces the decline in craft 
training and the demand for craft production ac- 
companying this transformation. Examines craft 
union response to technological change, and pre- 
sents two case studies showing how the Interna- 
tional Typographical Union (ITU) and the Graphics 
Communications International Union (GCIU) re- 
sponded to the new competition- Argues that the 
docline in the ITU and GCIU membership be- 
tween 1969 and 1983 was caused by technological 
skill displacement and union response to new pro- 
duction processes. Scott, an economist, is Presi- 
dent of Scott Printing Company, an employer of 
over 200 workers. Bibliography; index. 

'oujday, Steven and Zkitlin, Jonathan, eds. The 
automobile industry and its woHters: Between 
Fordism and flexibility. New York; St Martin’s 
Press, 1987. Pp. viii, 335. 945.00. ISBN 0-312- 
00653-9. JEL-87-1224 

Thirteen essays and an introduction by die edi- 
tor, based on the s ele ct ed and revised proceedings 
of » conference held at the Lanch es ter Polytechnic. 


Coventry, in June 1984, provide an accoont of the 
developme n t and prob ab le future of the automo- 
bile industry. Part 1 reviews die rite of Fordism 
by examining man agem e n t and labor to Britain 
(1896-39), France (1914-39), and Italy (1906-15). 
Part 2 discusses industrial re l ations under Fordism, 
focusing on: an Anglo-American co m par iso n of 
shop-floor bargaining, contract unionism, and Job 
control; the rise and fid] of shop-floor bargaining 
at Fiat, 1945-80, union strategy and shop-floor con- 
flict in the United States, 1946-70; and industrial 
relations in the Japanese automobile industry, 
1945-70. Part 3 looks beyond Fordism and exam- 
ines: product market changes and firm st r at egies 
in the 1970s and 1980s; product and labor strategies 
in Japan; new production concepts to West Ger- 
man car plants; and recent developments in 
U. S. suto labor relations. Zcitlto is Lecturer to His- 
tory at Birbeck College, London. TolUday is a pol- 
icy advisor at the London Strategic Policy Unit. 
Index. 

Willman, Paul. Technological change, collective 
bargaining, and industrial efficiency. Oxford, New 
York; Toronto and Melbourne: Oxford University 
Press, Clarendon Press, 1986. Pp. xvi, 282. 945.00. 
ISBN 0-19-827262-6. JEL 87-1225 

Analysis of trade union reactions to innovation. 
Explains the origins and the incidence of trade 
union resistance to technical change. Discusses 
technological change, trade unions, and efficiency. 
Reviews the development of trade union policies 
toward new technology in the United States and 
the United Kingdom. Presents evidence of trade 
union resistance to change and examines the pat- 
tern of industrial innovation. Discusses the ways 
in which change is negotiated under spot contract- 
ing, focusing on the docks, automobiles, and na- 
tional newspapers in the United States and the 
United Kingdom. Examines micro- el ectronics and 
mature industries. Reviews innovation and effi- 
ciency in the car industry and co n t ras t s this eapari- 
ence with adoption of information technology to 
banking where there has been little conflict. WiU- 
man is a lecturer at the London Business School. 
Author and subject indexes. 

See also; Book Numberi JEL 87-1001. 87-1000, 87- 
1016 . 87-1017. 87-1111. 87-1200. ST- 
1207, 87-1208, 87-1250 

849 DEMoaurmc Economics 

Chesnais, Jean -Claude. La transition dAnogrnpht- 
que (The demographic transition). Coflection: In- 
stitut national <T4tades dtaagifhkpti, raider 
no. 113. Paris; Presses Ud wn fi dm da Fraae* 
d is t rib uted by Las Edi tio n s Frangtisai, Bo uch er- 
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viUe, Quebec, 1966. Pp. iv. 560, Fr 150.00, C mo* 
43.06. paper. ISBN 2-7332-01J3-1. 

JEL 87-1236 

Studies the demographic time series of sixty- 
seven countries, covering the 1720-1984 period. 

Examines the transitional theory of population dy- 
namics as an alternative to Mslthuss Law of Popu- 
lation. Appraises the steps of transitional demogra- 
phy, whereby the decline of natality is attributed 
to improved living conditions, in today's world 
economies. Different types of transition are ana- 
lyzed in light of periods of industrialization and 
in contemporary situations. Recent economic im- 
plications of the transitional theory are reviewed 
in terms of economic growth, food production, and 
investment measures, particularly for developing 
nations. Chesnais is Head of the Department of 
Demography and Social Economy at the 1NED 
in Paris. Bibliography; name index. [Jean Mirucfci j 

Peden, Joseph R. and Glahe, Fred R., eds. The 
American family and the state. Foreword by Rob- 
ert Nisbet. Pacific Studies in Public Policy series. 

San Francisco: Pacific Research Institute for Public 


Baud IMS*. 1*6. Pp A » ra- 

93-1-151158-5. 

Report of the findings of the second rev 
app raisal of the World Population Plan of 
undertaken by the United Nations in 107 
tains evaluations of recommendations on: (1) 
economic development and population, disc 
economic trends, food and agriculture, sod 
pects of development, and natural resources 
the environment; (S) the rale and status of wr» 
(3) the development of population policies; (4) 
ulation trends, prospects, goals, and policies, 
sidering topics such as population growth, mor 
ity and mortality, reproduction and for 
formation, population distribution and internal 
gratkm, international migration, and populw 
structure; (5) the promotion of knowledge, em 
sizing data collection and analysis, research, tr 
ing, and management; ( 6 ) the role of the natfc 
governments and international community; anc 
die monitoring, review, and appraisal of the W< 
Population Plan of Action. Annex contains rec 
mendations for further implementation of 
World Population Plan of Action. No index. 


Policy, 1986. Pp. xxvi, 488. $34.95, doth; $14.95, 
paper. ISBN 0-936488-05-0, pbk. 

JEL 87-1327 

Fifteen essays, and an introduction by the edi- 
tors, examine crucial public policies that affect the 
family. Essays focus on political and economic the- 
ories of the family, the experience of the nine- 
teenth and early twentieth centuries, the legal sta- 
tus of personal relationships, and the impact of 
current economic and social policies on family life. 
Specific topics include: the family and the state 
in modem political theory; the family and state: a 
theoretical framework; the progressive era and the 
family; education and the family during the Indus- 
trial Revolution; philosophic assumptions of some 
contemporary judicial doctrines; marriage, di- 
vorce, and property rights: a natural rights frame- 
work; freedom of contract and the family; the 
changing concept of child abuse; inflation, migra- 
tion, and divorce in contemporary America; the 
state and adolescent sexual behavior; foster care; 
welfare, family cobestveness, and out-of-wedlock 
births; and the family: federal policy and private 
alternatives. Peden is a lecturer in History, Baruch 
College, City University of New York. Globe is 
Professor of E^tomics, University of Colorado. 
Index. jjfct 

United Natk»1S' Defartment or International 
Economic aNp Social Affairs. Review end ap- 
praisal of the.Worid Populgticntflan of Action: 
1984 report. Population S% ||e sf se ri es, no. 99. 
U.N. Publication Sides no. E.W.XQI.2. New York: 


U.S. Committee for Refugees. World refugee, 
wry, 1986 in review. Washington, D.C.: Autt 
1967. Pp. 80. $6.00, paper. ISBN 0-0365-48-4 
4. JEL 87-1. 

Annual survey of the status of refugees arm 
the world. Consists of ten articles, world refill 
statistics and country reports for 1966, a direct 
of organizations providing information about or 
sistance for refugee!, and a selected bibliogra 
of basic and recent publication! pertaining to n 
gees. Topics of the articles include: the year 
review, growing negative attitudes towards ary 
seekers and refugees in Europe, South Africa’s i 
ugees, die empowerment of the refugee cornu 
nity, when refugees are victims of torture, the 7 
motion of refugee protection by Amne 
International, conscientious objectors as refuge 
Southeast .Asian refugees, refugee protection 
Thailand, and India’s response to . refugee*. No 
dex. 

900 Welfare Programs; Consumer 
Economics; Urban and Regional 
Economics 

910 Welfare, Health, and Education 

Archer, Kate. The politics of pr iv a ti sation: O 
trading out public services. New York: St. Marti 
Press, 1967. Pp. iv, 293. $35.00. ISBN 0-3] 
62713-0. JEL 87-41 
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Analysis of the impact of the private provision 

• of public services on private contractors, trade 
onions, local councils, health authorities, and the 
government in Britain. Discusses the geographical 
and political context of the debate regarding con- 
tracting out and competitive tendering. Examines 
the development and dimensions of Conservative 
policy with regard to the National Health Services 
(NHS), local authorities, and central departments. 
Reviews the implications of contracting out for the 
contract service industries and for trade unions. 
Analyzes the mechanics of competitive tendering 
and covers the experience with competitive ten- 
dering in the NHS and with contracting out by 
local authorities. Traces the causes of dissatisfaction 
with contracting out and discusses prospects for 
the future. Based on doctoral research at The Lon- 
don School of Economics. Ascher is a senior consul- 
tant with Harbridge House in London. Index. 

Auer, Ludwig. Canadian hospital coats and pro- 
ductivity. Ottawa: Economic Council of Canada; 
distributed by Supply and Services Canada, 1987. 
Pp. riv, 82. $10.75. paper. ISBN 0-660-12321-5. 

JEL 87-1231 

Examines the changes in the Canadian hospital 
sector since its services were insured under the 
Hospital Insurance and Diagnostic Services Act of 
1957. Measures costs and productivity in the hospi- 
tal sector at a detailed level and examines changes 
that have taken place over the years. Explores pro- 
vincial variations and isolates major factors that im- 
pact on costs and productivity in hospital care. Dis- 
cusses fundamental health care issues, and outlines 
the concepts and methods used in the study. Exam- 
ines variations in the growth and levels of hospital 
costs and services. Concludes with a summary of 
the findings and a discussion of policy options avail- 
able for curbing the excessive growth of health 
care costs. Auer is a Senior Economist, Economic 
Council of Canada. Bibliography; no index. 

Berkowttz, Edward D., ed. Social Security after 
fifty: Successes and failures. Studies in Social Wel- 
fare Policies and Programs series, no. 5. New York 
and London: Greenwood Press, 1987. Pp. viii, 168. 
$29.95. ISBN 0-313-25542-3. JEL 87-1232 

Seven essays, by economists, historians, political 
scientists, and public policy practitioners, provide 
an interdisciplinary analysis of the Social Security 
Program. In his introductory essay, the editor de- 
scribes die development of the concept of social 
security and traces the changing philosophy about 
financing the program. Two contributions, -by Mark 
H. Leff and the editor, concentrate on the history 
of the program and its reception by historians, em- 
phasizing its early difficulties and how past actions 


have contributed to the current progr am . Henry 
J. Aaron and Lawrence H. Tho mpso n p r esent the 
changing views of American economists toward the 
program. Martha Derthick examines the problems 
and prospects of the program, emphasizing the re- 
cent administrative problems, and W. Andrew 
Acbenbaum examines the future of the progr am . 
The volume closes with an alternative reflection 
of the future by Wilbur J. Cohen and a reply by 
Robert J. Myers, both of whom were architects 
of the original program. Berkowttz is Associate Pro- 
fessor of History and Director of die Program in 
History and Public Policy at George Washington 
University. Index. 

Economic Council or Canada. Aging with lim ited 
health resources: Proceedings of a colloquium on 
health care, May 1986. Ottawa: Supply and Ser- 
vices Canada, Canadian Government Publishing 
Centre, 1967. Pp. vi, 233. $11.95, paper. ISBN 
0-660-12322-3. JEL 87-1233 

Twenty papers and the text of the floor discussion 
presented at a colloquium on health care held in 
Winnipeg in May 1966. Papers focus on: the inter- 
national perspective on health care problems and 
solutions; demand and supply of health case ser- 
vices; alternative inodes of health care delivery; 
advances in preventive care; health care cost con- 
trol; advance* in medical technology; economic 
limits and bioethics; and Canada’s future health 
care program. The contributors are mainly econo- 
mists and health c are professionals. Bibliography; 
no index. 

Ediiusinche, Neville. The food stamp scheme in 
Sri Lanka: Costs, benefits, and options for modifi- 
cation. Research Report series, no. 58. Washing- 
tori, D.C.: International Food Policy Research 
Center, 1987. Pp. 85. Paper ISBN 0-89629-099- 
X. JEL 87-1234 

Examines the food stamp scheme instituted in 
Sri Lanka in 1979 and its performance as a replace- 
ment for the previous food subsidy scheme; as- 
sesses its costs and benefits and provides some 
guidelines for modifying the program within the 
framework of the economic policy reforms of the 
late 1970s. Compares price subsidy and food stamp 
benefits and discusses their beneficiaries, the elect 
on fiscal costs and income distribution, and pat- 
terns of food consumption and nutrition. Also coo- 
riders inflation and die real value of food stamps, 
the impact of food stamps on nutrition and cost- 
eflectiveness, and the n u tritio n of chi l d r en arid in- 
come transfers. Major findings are that there has 
been a de ter ior ati on in the nutritiooa) welfare of 
households in the lowest s egme nt of the tocome 
distribution and that a well-intended income trass- 
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for scheme has not been able to mitigate the effect 
of inflation on these households. Edirisinghe is Re- 
search Fellow, International Food Policy Research 
Institute, Washington, D.C. Bibliography; no in- 
dex. 

Fleming, Gretchen V. and Andersen, Ronald M . , 
eds. The municipal health services program: Can 
access be improved while controlling costs ? Re- 
search Series, no. 34. Chicago: Pluribus Press for 
the University of Chicago Center for Health Ad- 
ministration Studies, 1986. Pp. xvii, 343. $27.95, 
paper. ISBN 0-831028-84-1. JEL 87-1235 

Evaluates the impact of the Municipal Health 
Services Program on access to and expenditures 
for health services in central city areas; the central 
question of the study is whether the program im- 
proved access while controlling expenditures. Ana- 
lyzes where the program was successful in serving 
the urban population and where improvements on 
the the model are desirable. Ten papers discuss 
inner city health care, the program evaluation data 
and methods, success in reaching the communities 
and people targeted for service, selection effects, 
use of medical care services, expenditures for med- 
ical care, waiver effects, and appropriateness of 
care. A general conclusion is that the program 
seems to be providing care to relatively disadvan- 
taged segments of urban populations at a cost not 
greater than similar people are experiencing in 
other medical settings. Methodological and statisti- 
cal appendices. Fleming is Director of Research 
and Development, American Academy of Pedi- 
atrics. Andersen is Professor and Director of the 
Center for Health Administration Studies and 
Graduate Program in Health Administration, Uni- 
versity of Chicago. No index. 

Hartmann, Heidi I.; Kraut, Robert E. and TIlly, 
Louise A. , eds. Computer chips and paper dips: 
Technology and women's employment. Volume 1. 
Washington, D.C.; National Academy Press, 1986. 
Pp. xvii, 216. $19.%, paper. ISBN 0-309-03688- 
7. JEL 87-1236 

Report of the National Research Council, Com- 
mission on Behavioral and Social Sciences and Ed- 
ucation, Committee on Women’s Employment and 
Related Social Issues, Panel on Technology and 
Women's Employment. Identifies and analyses the 
offsets of technological change on both the quantity 
and quality 0 women's paid employment Focuses 
on innovations in information processing and tele- 
communications and their applications in offices 
in the post, present, and future. Determines: if 
and how women are differentially affected by these 
innovations relative to mop; tbeJ$xtent to which 
women of different ages, educational backgrounds. 


and race and ethnic groups may be differently af- 
fected; and what factors may be shaping these ef- 
fects. Covers; historical patterns of technological 
change regarding jobs of telephone operators, 
workers in the printing and publishing industries, 
information and data processors, retail clerks, and 
nurses; effects of technological change on the levels 
of employment and the structure of occupations; 
and the effects on employment quality and job con- 
tent changes in terms of autonomy, responsibility, 
and knowledge. Makes recommendations to facili- 
tate the mutual adaptation of technology and em- 
ployment. Volume 2 will include case studies and 
policy perspectives. Hartmann is Study Director, 
Committee on Women’s Employment and Related 
Social Issues, the Panel on Technology and Wom- 
en's Employment, and the Panel on Pay Equity 
Research, National Research Council, Washing- 
ton, D.C. Kraut is a Social Psychologist, Bell Com- 
munications Research. Tilly is Professor of History 
and Sociology, New School for Social Research. 
Index. 

Haveman, Robert H. Poverty policy and poverty 
research: The Great Society and the social sciences. 
Madison, Wis.: University of Wisconsin Press, 
1987. Pp. xi, 307. $37.50. ISBN 0-299-11150-4. 

JEL 87-1237 

Describes and assesses the major social science 
research effort stimulated by the war on poverty 
instituted in 1965 by the Johnson administration. 
Provides an overview of public policy and poverty 
research. Discusses poverty research and its contri- 
bution to knowledge, focusing on: the measure- 
ment of economic well-being, poverty, and in- 
equality; the analysis of public income support 
policy and its effects; social mobility, status attain- 
ment, and income dynamics; and disentangling the 
processes of education and training, segregation 
and discrimination, and labor market operation. 
Examines poverty research and social science 
methods and reviews: policy analysis and evalua- 
tion research; social policy experimentation; meth- 
ods for correcting selectivity bias; and microdata 
simulation models for evaluating public policy. 
Haveman is John Bascom Professor of Economics 
at die University of Wisconsin, Madison. Index. 

Joekes, Susan P. Women in the world economy. IN- 
STRAW Study series. New York; Oxford; Toronto 
and Melbourne: Oxford University Press, 1987. 
Pp. xii, 161. $19.85. ISBN 0-19-504947-0. 

JEL 87-1231 

Analysis of the impact of developments in tin 
world economy upon the rote and status of women 
Part 1 discusses methodological issues and trace 
the changing position of women in terms of heal t 
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and education, economic activity, and certain ma- 
cro- and micro-economic (actors. Part 2 assesses 
the impact of international trade and finance and 

. technological change on the status of women. Part 

3 discusses employment trends for women in the 
agricultural, industrial, and service sectors. Part 

4 summarizes the findings regarding the impact 
of emerging trends in the international economy 
on women and proposes an agenda for innovative 
development policies aimed at improving the sta- 
tus of women. Joekes is associated with the Insti- 
tute of Development Studies at the University of 
Sussex. Bibliography; index. 

Meyer, Jack A. and Lewin, Marion Ein, eds. 
Charting the future of health care: Policy, politics 
and public health. AEI Studies series, no. 449. 
Washington, D.C.: American Enterprise Institute 
for Public Policy Research; distributed by UPA, 
Lanham, Md., 1987. Pp. ix, 190. $24.50, cloth; 
$12.75, paper. ISBN 0-8447-3611-2, pbk. 

JEL 87-1239 

Nine essays analyze the important trends in the 
health care sector and their implications for the 
future. Three essays discuss the implications for 
health care of the current federal budget environ- 
ment, describing: the fiscal conditions, cutting 
costs, budget cutbacks, the future of health care 
financing, reforming physical reimbursements un- 
der Medicare, and the experience in California of 
selective contracting for health care services. Two 
essays address the future, from the perspective of 
the roles of professionals and technological change, 
dealing with health trends and their implications 
for the health care professions, alternatives for the 
future of the health care system, and medical tech- 
nology in a changing health care environment. 
Four essays are concerned with improving health 
status, including individual behavior, workplace 
reforms, public health issues, cost-effectiveness 
analysis, wellness approach, the AIDS concerns, 
health care and economic self-sufficiency, and 
health care and low income. Meyer is President 
and Founder of New Directions for Policy, a re- 
search firm studying welfare and health care issues. 
Lewin is Director of AEI's Center for Health Policy 
Research. No index. 

Russell, Louise B. Evaluating preventive care: Re- 
port on a workshop. Studies in Social Economics 
series. Washington, D.C.: Brookings Institution, 
1867. Pp. x, 107. $22.95, doth; $8.95, paper. ISBN 
0-8157-7628-8. JEL 87-1240 

Summary of the proceedings of a workshop held 
■t the Brookings Institution in May 1866 to asses s 
the potential of prevention for improving the 
health of older people. Examine* a cort-effoctive- 


ness model of health effects in the case of hyperten- 
sion and discusses bow to translate health effects 
into work capacity. Reviews the health effects, in- 
terventions, and cost-effectiveness analysis of 
smoking, exercise, dietary calcium, alcohol use, 
and obesity. Russell is a senior fellow in the Brook- 
ings Economic Studies progr am . Bibliography; in- 
dex. 

Schramm, Carl J., ed Health care end Us costs. 
American Assembly, Columbia University, series. 
New York and London; Norton, 1967. Pp. a, 301. 
Paper. ISBN 0-383-95671-7. JEL 87-1241 

Contains background papers used by participants 
at a meeting of the American Assembly at Arden 
House in November 1966. Illuminates the impor- 
tance of problems associated with health care deliv- 
ery and finance. Papers examine the structure and 
financing of die current health care delivery sys- 
tem; public opinion and health care coats; changes 
in U.S. health care over the last twenty years; ride- 
bearing in health care finance; the changing role 
of the physician; the interaction of population aging 
and health transitions at later ages; long-term care; 
and health care technology and policy. Schramm 
is Director of the Johns Hopkins Center for Hospi- 
tal Finance and Management and Associate Profes- 
sor in the School of Hygiene and Public Health 
at Johns Hopkins University. Index. 

Smollan. Roy, ed. Black advancement in the South 
African economy. New Yosk: St. Martin's Press, 
1966. Pp. 256. $35.00. ISBN 0-312-06253-3. 

JEL 87-1242 

Seventeen papers that examine factors affecting 
the economic advancement of the black population 
in South Africa, with emphasis on the selection 
and development of human resources by South 
African organizations to achieve corporate objec- 
tives in a fair and just manner. Topics include die 
history of Black involvement in the South African 
economy; the growth of Black business in South 
Africa; the role of Black women in the economy; 
the trade unions and Black advancement; educa- 
tional, economic, organisational and social, and le- 
gal obstacles to Black advancement; die roles of 
the state, private sector, and nonprofit organisa- 
tions in education and training; planning sad im- 
plementing advancement programs; identifying 
Black management potential; training needs and 
techniques; and case studies of experiences with 
programs at SA Cyinantid, Barclays Natiensl B an k, 
and Rand mines. Contributors are mainl y econo- 
mists, businessmen, s ociologi sts, and e du ca ti o n a l 
specialists. Smollan is Lecturer in Mana g ement, 
Mangoeuthu Techaikon. Umlari, KwaZulu, South 
Africa. Bibliography, index. 
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Stxidlmkjeh, Paul. The paradox of poverty: A reap- 
praisal of economic development policy . Business 
in • Glob*] Environment series. Cambridge, 
Mass.: Harper and Row, Ballinger, 1967. Pp. xx, 
318. 129.95. ISBN 0-88730-184-3. 

JEL 87-1243 

Examines the paradox of persistent, and even 
growing, poverty and hunger amid progress and 
economic growth. Part 1 examines the structure 
of the problem and elements of the diagnostic 
method. Part 2 provides a social analysis of devel- 
opment, and considers: population, resources, and 
scarcity; the promise of technology; power and so- 
cial organization; and cultural paradigms. Part 3 
discusses development as social change and focuses 
on domestic and international development poli- 
cies. Steidlmeier teaches at the School of Manage- 
ment, State University of New York, Binghamton. 
Author and subject indexes. 

World Health Organization. Intersectoral action 
for health: The role of intersectoral cooperation 
in national strategies for health for all. Geneva: 
World Health Organization, 1986. Pp. 152. $14.00, 
paper. ISBN 92-4-156-006-7. JEL 87-1244 
Recommendations of the 39th World Health As- 
sembly held in May 1986 and the background docu- 
ment used for technical discussions. Examines 
what intersectoral collaboration as a national health 
strategy entails in terms of its practical implemen- 
tation and bow it con be used to improve the health 
status of populations. Focuses on four areas: equity 
and health; agriculture, food, and nutrition; educa- 
tion, culture, information, and life patterns; and 
environment, water and sanitation, habitat, and 
industry. Also considers how to avoid or mitigate 
health risks associated with industrialization and 
development, and issues related to the place of 
health in resource allocation and adjustment pol- 
icy. Bibliography; no index. 

Sts also: Book Numbers JEL 87-1018, 87-1023, 87- 
1059, 87-1081. 87-1181, 87-1197, 87- 

1202, 87-1203, 87-1204, 87-1215, 87- 

1219, 87-1220, 87-1233, 87-1240, 87- 

1249 

920 Consumes Economics 

Raunikar, Robert and Huang, Chung-Lianc, eds. 
Food demand analysis: Problems, issues, and em- 
pirical evidence. Ames: Iowa State University 
Press, 1967. Pp. xvi, 285. $23.95. ISBN 9-8138- 
1841-9. JEL 87-1245 

Thirteen studies review the theoretical frame- 
work for demand analysis and discuss app li c a ti on s 
and i nter pret at ions of complete and partial demand 
systems. Part 1 presents oonoepts of oonsumer de- 


mand theory, reviews data sources for demine 
analyses, and discusses examples of data problems 
in demand analyses. Part 2 examines the use oi 
complete demand systems for the analysis of oon- 
sumer behavior regarding various food and nonfood 
items. Fart 3 discusses partial systems of demand 
equations with a commodity emphasis, and socio- 
economic, demographic, and psychological vari- 
ables in demand analyses. Part 4 examines policy 
issues affecting nutrition, focusing on: consumer 
demand for nutrients in food; food consumption 
and nutrient intake patterns of school-age children; 
and the impact of the food stamp program on food 
expenditures and diet. The contributors are mainly 
economists. Raunikar is Professor of Agricultural 
Economic* and Huang is Associate Professor of Ag- 
ricultural Economics, both at the University of 
Georgia’s Agricultural Experiment Station at Grif- 
fin. Index. 

Viscusi, W. Kip and Macat, Wesley A. Learning 
about risk: Consumer and worker responses to haz- 
ard information. With Joel Huber et al. Cam- 
bridge, Mass, and London: Harvard University 
Press, 1987. Pp. viii, 197. $27.50. ISBN 0-674- 
51915-9. JEL 87-1246 

Seven contributors, drawing on work in econom- 
ics, decision science, marketing, and psychology, 
present new evidence on how people process infor- 
mation about risk and how they make choices un- 
der uncertainty. Examines information processing 
and individual decisions, and cognitive consider- 
ations in presenting risk information. Discusses die 
design of a consumer information study to discover 
the effects of labeling potentially hazardous prod- 
ucts and uses the responses of the survey to analyze 
bow the content and format of the information on 
product labels affect the precautionary behavior 
of consumers who use them. Examines the effect 
of changes in product risk on the price consumers 
are willing to pay for it and discusses a field study 
of the effect of hazard warnings in the workplace 
in the chemical industry. Concludes with a discus- 
sion of implications for economic behavior. Viscusi 
is Professor of Economics at Northwestern Univer- 
sity. Magat is Associate Professor at the Fuqua 
School of Business, Duke University. Index. 

See also: Book Numbers JEL 87-1136, 87-1170, 87- 
1247 

930 Urban Economics 

Burns, Lx land S. and Grebler, Leo. The future 
of housing markets: A new appraisal. Environ- 
ment, Development, and Public Pobcy— Cities 
and Development series. New York and London: 
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Plenum Press. 1986. Pp. be, 200. 129.50. ISBN 
0-306-42313-8. JEL 87-1247 

Examines the future of the housing market, fo- 

- casing on those changes in the prospective bousing 
demand that are shaped by demographic and emer- 
gent social forces. Relies on data from the U.S. 
Bureau of the Census and the authors’ study of 
demographic trends and projections. Traces the 
changing demographic conditions for housing de- 
mand in detail and reviews socioeconomic trends 
affecting household formations. Describes the rela- 
tion between age and housing demand and exam- 
ines demand changes and supply responses for 
housing in the future. Concludes that the trend 
toward higher quality housing will continue and 
that there will be an increase in the transfer of 
economic activities from the workplace to the resi- 
dence. Bums and Grebler are with the University 
of California at Los Angeles. Index. 

tfoHAN, Hakesh. Work, wages, and welfare in a de- 
veloping metropolis: Consequences of growth in 
Bogotd, Columbia. New York; Oxford; Toronto and 
Melbourne: Oxford University Press for the World 
Bank, 1966. Pp. xi, 403. $29.95. ISBN 0-19- 
520540-5. JEL 87-1248 

Studies the determination of labor income in ur- 
ban areas in the context of rapid urban and eco- 
nomic growth using data collected from 1977 to 
1980 and then 1984 in two cities, Bogota and Cali, 
Colombia. Presents the spacial distribution, in- 
come distribution, and extent and distribution of 
poverty characteristics in Bogota and Cali. Part 2 
examines the characteristics of the urban labor 
market in Bogota that help explain some of its pop- 
ulation characteristics. Specific topics include; la- 
bor force characteristics, determinants of labor 
force participation and labor earnings, labor market 
segmentation, and estimating earnings functions 
for women. The final chapter summarizes the main 
findings of the study, relates them to the overall 
economic environment in Colombia, and assesses 
their relevance to understanding the growth pro- 
cesses of large cities. Concludes that high urban 
unemployment, long-run employment problems, 
high poverty, and segmented labor markets need 
not accompany rapid urban growth. Mohan is Eco- 
nomic Advisor, Planning Commission, Govern- 
ment of India. Index. 

corr, Teiutknce }. and Maziarka, Robert F. El- 
derly housing options. Chicago. Phtribus Press, 
1987. Pp. 235. $38.95. ISBN 0-831026-87-6. 

JEL/ 87-4249 

A guide to the housing market for the elderly. 
Disc uss es the evolution end potential of hospital 
involvement and interest in Congregate Housing 


with Services for the Elderly (CHSE). Reviews 
die history of life care and CHSE. Outlines the 
procedures for determining ma rk e t feasibility and 
selecting the appropriate service package and 
rental rates for CHSEi. Discusses financial feasibil- 
ity and project costs, and methods of long-term 
financing and sources of equity. Analyzes alterna- 
tive roles for health care organizations. Discusses 
project development and working with developers 
and outside investors. Examines issues and chal- 
lenges from a chief executive officer’s and planner's 
pe rs pect i ve. Scott is President and Maziarka is Ex- 
ecutive Vice President, Elderiy Management Cor- 
poration, Inc. Index. 

940 Rbcional Economics 

Booth, Douglas E. Regional long waves, uneven 
growth, and the cooperative eltematioe. New York 
and London: Greenwood Press, Praeger, 1987. Pp. 
v, 121. $32.95. ISBN 0-275-82567-6. 

JEL 87-1250 

Presents a theoretical explanation of uneven re- 
gional growth in the United States in terms of long 
waves and details historicsd evidence in support 
of this thesis. Contends that a cooperative alterna- 
tive is necessary during regional slow growth peri- 
ods and outlines the theoretical support for the 
superior results accruing from cooperative owner- 
ship and control of the means of production. Docu- 
ments the experience of worker cooperatives sod 
examines methods of fostering regional develop- 
ment through the creation of a cooperative eco- 
nomic sector. Booth is Assistant Professor of Eco- 
nomics at Marquette University. Bibliography, 
index. 

Burchahdt, Steve and Famucant, Michael. Work- 
ing under the safety net: Policy and practice with 
the new American poor. Sage Human Services 
Guides series, no. 47. Newbury Park, Cakf.. Lon- 
don and New Delhi; Sage Publicatio n s to coopera- 
tion with the University of Michigan School of So- 
da! Work. 1967. Pp. 180. Paper. ISBN 8-8038- 
2708-2. JEL 87-1251 

Analysis of the nature and e x t en t of A m erica n 
poverty. Reviews the various forms of intervention 
devised to alleviate poverty and critically as se s ses 
the welfare state and its policies. Ex a mines the 
recent inte nsific a ti on of poverty. Evaluates the sta- 
tus of the homeless, the hungry, the aged, black 
si ng le -p ar ent women, the physically disabled, and 
the new unemployed. On times new organisational 
sad practic e d ire ctio ns for nHwhisttog poverty. 
Burghardt and Fabricaot an Anoctote Professors 
of Urban Pohcy and R ea ran k. Hunter G oi n g * 
School of Social Work. New York. 
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Lank, Theodore, ed. Developing America's north- 
ern frontier. Lanham, Md. and London: Univer- 
sity Press of America, 1967. Pp. xx, 249. 126.50, 
doth; $13.75, paper. ISBN 0-8191-6062-2, pbk. 

JEL 87-1252 

Ten papers, two previously published, present 
American and Canadian perspectives on issues re- 
lating to the economic development of the arctic 
and subarctic North. Part 1 focuses on the prospect 
of northern development without oil. Papers exam- 
ine Alaskan policies toward commercial fisheries 
and review the Canadian North’s potential devel- 
opment of energy and other resources. Part 2 deals 
with the North's adaptation to economic develop- 
ment. Papers analyze import substitution in fron- 
tier regions; the labor force status of Alaska's native 
population; and the impact of economic develop- 
ment on native culture. Part 3 examines local gov- 
ernance and attempts at Canadian land-use plan- 
ning as well as the Alaska Native Claims Settlement 
Act. Part 4 analyzes the consequences of develop- 
ment for the northern people and assesses the im- 
pact on communities, transient work forces, and 
the legal process. Lane is Adjunct Professor of Eco- 
nomics at the University of Alaska, Anchorage. No 
index. 

[LOsch, Aucust.] Space-structure-economy: A trib- 
ute to August Ldsch. Edited by Rolf H. Funck 
and Antoni Kukunski. Karlsruhe Papers in Eco- 
nomic Policy Research series, vol. 3. Karlsruhe, 
West Germany: von Loeper; distributed in the 
United States and Canada by Kober Press, San 
Francisco. 1986. Pp. vii, 311. Paper. ISBN 3- 
88652-680-1. JEL 87-1253 

Nineteen essays collected to honor August 
L5sch. Part 1 considers LAsch's contributions and 
evaluates them according to the criteria of his own 
time. Appraises his contributions to the classical 
theory of location and the beginnings of a general 
theory of socio-economic development in space. 
Presents a review of his contributions to other areas 
of economic research such as the impact of demo- 
graphic developments on growth,' die theory of 
transfer, and the theory of trade. Emphasizes his 
contributions to the concept of region and reviews 
his impact in Poland, the U.S.SJk, and Japan. 
Part 2 is devoted to the extensions LAsch's con- 
cepts and research based on his foundations, cover- 
ing: market areas; technologically induced dynamic 
changes; spatial regularities in India; Ifee centrality 
and location of urban piaoes for a regidh's economic 
performance; the impact of language d eferen ce s 
on spatial interaction; and aspects of nonprofit en- 
terprises in the lAschian spatial framework. Part 
3 pres ents a more personal per sp ective about 
LAsch. Funck is with the Insdtut Sir Wlrtscbaft- 


spolitik und Wirtschafbforschung, University of 
Karlsruhe. Kuklinsld is with die Institute of Socio- 
economic and Regional Geography, University of 
Warsaw. No index. 

Perryman, M. Ray and Schmidt, James R., eds. 
Regional econometric modeling. International Se- 
ries in Economic Modeling. Norwell, Mass.; Dor- 
drecht and Lancaster: Kluwer Academic, Kluwer- 
Nljhoff, 1966. Pp. xv, 254. $49.93. ISBN 0-89838- 
216-5. JEL 87-1254 

Nine papers summarize current methodological, 
external linkage, and data and model evaluation 
issues and procedures in applied modeling related 
to regional economics and its subfields. Topics in- 
clude: extensions and refinements of Peter 
Gottschalk's (1978) estimation of production (unc- 
tions; the theoretical specification, nature of vari- 
ables, and usefulness of regional econometric mod- 
els and the New Jersey state model; the design 
and use of integrated state-substate econometric 
models for long-run economic analysis; linking re- 
gional economic models for policy analysis with 
special reference to the NRIES II and RIMS II 
regional modeling systems; a theoretical exposition 
of the sensitivity of die regional business cycle with 
time series, cross-sectional, and predictive applica- 
tions; a method for analyzing the changing impact 
of die business cycle on regional economics; a gen- 
eral framework for interpolation, distribution, and 
extrapolation of a time series by a related series; 
techniques for determining if a time series can be 
seasonally adjusted reliably; and an analysis of the 
forecasting accuracy of regional econometric mod- 
els. Perryman is Herman Brown Professor of Eco- 
nomics and Director of the Center for die Advance- 
ment of Economic Analysis, Baylor University. 
Schmidt is Associate Professor of Economics, Uni- 
versity of Nebraska. Index. 

See also: Book Numbers JEL 87-1042, 87-1146, 87- 
1206, 87-1211 

Related Discsfunes 

Cor, Cary W. The efficient secret: The cabinet and 
the development of political parties in Victorian 
England. Political Economy of Institutions and De- 
cisions series. Cambridge; New York and Mel- 
bourne: Cambridge University Press, 1987. Pp. 
xtv, 187. $32.50. ISBN 0-521-32779-2. 

JEL 87-1255 

Analysis of the institutional changes in parlia- 
mentary government in nineteenth-century En- 
gland. Reviews key political and economic events. 
Presents evidence for increased party voting in 
Parliament and critiques prior explanations of this 
trend. Traces the rise of the cabinet as the primary 
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legislative and executive power, and the timukane- 
oui changes in die procedure of die House of Com- 
mons. Evaluates the impact of the increased impor- 
tance of the Cabinet on voting behavior in 
Parliament and in the constituencies during the 
latter half of the nineteenth century. Examines the 
development, causes, and consequences of a party- 
oriented electorate. Assesses the influence of con- 
stituents in Victorian England and outlines the his- 
tory of party voting. Cox is Associate Professor of 
Government at the University of Texas at Austin. 
Author and subject indexes. 

fencer, Samia I. , ed. Foreign languages and inter- 
national trade: A global perspective. Athens, Geor- 
gia and London: University of Georgia Press, 1987. 
Pp. xxiv, 2S5. $30.00. ISBN 0-8203-0622-6. 

JEL 87-1356 

Twenty-seven papers examine the importance 
of the study of foreign languages for the future of 
the U.S. economy and the continued health of the 
world trade community. Papers focus on: foreign 
languages and international trade; a working part- 
nership; international trade in die United States; 
foreign languages and cultural awareness; teaching 
foreign languages and business skills; foreign lan- 
guages and careers; and international schools and 
international programs. Contributors are foreign 
language scholars, educators, government officials, 
and business professionals. Spencer is Professor 
of French and Director of Graduate Studies at Au- 
burn University. No index. 

Thompson, Dennis L. and Ronen, Dov, eds. Eth- 
nicity, politics, and development. David M. Ken- 
nedy Center for International Studies monograph 
series, vol. 2. Boulder, Colo.: Lynne Rienner, 
1986. Pp. x, 222. $22.50. ISBN 0-931477-57-3. 

JEL 87-1257 

Ten selected essays and an introduction by Dov 
Ronen resulting from a conference on economic 
and social development in multi-ethnic states by 
the . International Political Science Association 
Committee on Politics and Ethnicity held at the 
University of Glasgow, in August 1984. Papers dis- 
cuss; ethnic bargaining; a framework for compara- 
tive analysis of ethnic politics and public policy 
in Western societies; a begemorual exchange model 
for m a n ag in g conflict in Middle Africa; a conceptual 
reformulation of ethnic politics in Nigeria; state 
creation and ethnicity in a federal (phual) system 
and Nigeria's search for parity; development r trale - 
flfe* and patterns of ethnicity in Africa; communal 
and political identities and mobilixatioa among the 
Lebanese Shi* from 1975-85; the Iranian revolu- 
tion as a crisis of social science theory; and a case 
*ti>dy of system breakdown in the Punjab. Thomp- 


son is Professor of Political Science, Br ig h am 
Young University. Ronen is Director, Africa Re- 
search Program, Center for International ACrira, 
Harvard University. Index. 

New jouaNALa 

Asian Economies 

Quarterly journal of the Research Institute of 
Asian Economies. No. 60 (March 1967) includes 
articles on: the Hong Kong approach to using sce- 
narios as a tool of long-range economic planning; 
social and economics aspects of fen mechanization 
in South Korea; monetarist pe r spec ti ves of Papua 
New Guinea's hard currency strategy; and macro- 
economic policy, deficits and foreign debt prob- 
lems for developing countries. Annual subscrip- 
tion: $24.00 plus overseas postage of $6.00 per 
year. Write to: Research Institute of Asian Econo- 
mies, 132-3, Sungbookdong, Sungbook-Ku, Seoul. 
South Korea. (ISSN 0304-260X.) 

Economia Politico 

A journal of economic theory and analysis pub- 
lished three times a year by Sodfetk edl trice i) Mu- 
lino, Bologna. Volume 3, issue no. I (April 1906) 
includes one article in English on a more "General 
Theory" and six articles in Italian (with English 
summaries) on: fixed capital as a "species" of joint 
production, the real rate of interest with per fe ct l y 
expected inflation, the compatibility of die Pareto 
principles with personal liberty, the transaction de- 
mand for credit and money, a recent reconstruction 
of die History of Economic Thought, and new de- 
velopments in the study of technical progress. Also 
includes an introductory essay on the "marriage" 
of neo- Ricardian and neo cl assical economics and 
a book review section. Annual subscription: L 
40.000 (Italy), L 80.000 (elsewhere), L 1 10.000 (air- 
mail). Write to: Societi edl trier il Muhno, Via S. 
Stefrno 6, 40125 Bologna, Italy. 

Environment and Pfenning C: Gov er nm ent and Pol- 
ice 

Published quarterly by Pkm Limited, London. 
Vol. 4, no. 4 (November 1906) contains papers on 
the themes of development in intergovernmental 
fiscal centralization and decentrakxatioa, and ur- 
ban economic development and intergovernmental 
relations. Also includes a guest editorial an article 
on organising government far regional develop- 
ment, and book reviews. Annual subscription: 
$90.00 including air delivery. Stogie copy: $27.00. 
Special rates are available if ordered with A. B, 
or D series. United K i n g d o m and pe aao nal sub- 
scription rates are available on request. Write to: 
Pioo Limited, 207 Broodesbury Paric, London 
NWS 5JN, England. (ISSN 0M3-774X.) 
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Estudioa de Economia 

Biannual publication (in Spanish with English 
summaries) published by the Department of Eco- 
nomics of the University of Chile, favoring empiri- 
cal papers on the Chilean economy and Latin 
American countries in general. Vol. 13, no. 2 (De- 
cember 1966) contains articles on: nominal interest 
rates and inflation; sources of structural change in 
the Chilean industrial sector, labor market segmen- 
tation in Chile; an option theory analysis of deposit 
insurance and incentives to risk taking; and a cross- 
country analysis of wage and non-wage regulations 
of labor market institutions. Write to: Unidad de 
Pu blicaciones , Departs roento de Economia, Uni- 
vertidad de Chile, Diagonal Paraguay 257, torre 
26 (oficina 1402) Casilla 3861, Santiago-Chile. 


Gestion 2000 — Management and Perspective 

Published six times a year by the I.A.G. — School 
of Management of the Catholic University of Lou- 
vain, this bilingual journal (French-English) em- 
phasizes management practices and the develop- 
ment of innovative ideas or experiences. Issue no. 
6 (1986) contains six articles on money in private 
life and seven articles (one in English) on money 
in professional life. Most issues include descrip- 
tions and evaluations. Annual subscriptions: FB 
5,000; single copies: FB 1,000. Write to: Gestion, 
Avenue de I'Espinette, 16, B-1348 Louvain-la- 
Neuve, Belgium. (ISSN 0773-0543) 


International Journal of Technology Management 
Published quarterly (in English with French, 
German, and Japanese summaries) by Indersdence 
Enterprises Ltd. with the assistance and coopera- 
tion of the United Nations Education, Scientific 
and Cultural Organization. Vol. 1, no. 3/4 (1986) 
contains articles on priorities in Spain’s RficD sys- 
tem; government policy oBractence, research and 
technology in the German Federal Government 
and the Republic of China; prospects for collabora- 
tion and a common industrial policy in Europe 
for high tech Industries; the dynamics of change; 
internationalization and localization*, the "informa- 
tisation” of industry and aocietyj tegineering de- 
sign for profit; the role of design in die manage- 
ment of technology; the world car concept and the 


volume manufacturer, the designed! competitive 
manufacturing system; the imjftipigons of ad- 
vanced manufacturing techoofop*$4$r marketing 


strategy; European view of the j 
to productivity and quality; 
meat and competition; modchn; 
innovations, a cooperative 
U.K. e xperie n ce in te c hn olo gy 
cal role in c o mp etition analysis; 



approach 
deveiop- 
dfifoston of 
»o f U.S. and 
; the techni- 
the history 


and benefits of the Kitemark. Regular departments 
include briefs, conference reports, book reviews, 
commentaries, and the economic outlook for the 
United States, Europe, and the Far East. Annual 
subscription: $120.00. Write to: Inderedence En- 
terprises Ltd., Order Department, World Trade 
Centre Building, 110 Avenue Louis Casal, Case 
Postale 306, Ch 1215 Geneve-Aeroport, Switzer- 
land. (ISSN 0267-5730) 

The Journal of Agricultural Economics Research 
Quarterly publication of the Economic Research 
Service, U.S. Department of Agriculture. Vol. 39, 
no. 2 (Spring 1987) contains articles on: trade and 
agricultural research; arbitrage conditions, interest 
rates, and commodity prices; U.S. grain exports 
and the value of the dollar; contrasting agricultural 
commodity data; and economic impacts on consum- 
ers, growers, and processors resulting Grom me- 
chanical tomato harvesting in California. Several 
book reviews appear in each issue. Annual sub- 
scription $5.00, U.S.; $6.25, foreign. Write to: Su- 
perintendent of Documents, U.S. Government 
Printing Office, Washington, D.C. 20402. 

Journal of Economic Surveys 

Published biannually by Tieto Ltd., of Avon, 
England, to present surveys of recent contributions 
and developments across the broad spectrum of 
economics. Vol. 1, no. 1 (1987) contains articles 
on: econometric methodologies; economic reform 
in Eastern Europe; and recent developments in 
the theory of natural monopoly. Reviews computer 
software, books, and conferences in each issue. 
Annual subscription: £15.00 U.K., $29.00 U.S. (li- 
braries and institutions); £6.00 U.K., $12.00 U.S. 
(individuals); and £4.00 U.K., $8.00 U.S. (stu- 
dents). Rates based on two issues in 1987; four 
will be published in 1988. Write to Tieto Ltd., 
Bank House, 8A Hill Road, Clevedon, Avon BS21 
7HH, England. (ISSN 0950-0604) 

The Kashmir Economic Review 

Bi-annual publication of the Department of Eco- 
nomics, University of And Jammu and Kashmir, 
Pakistan. Volume 2, no. 1 (January-June 1965) 
presents articles on growth, inflationary finance, 
and tbe t ransi tion path to equilibrium; poverty in 
Pakistan; a generalization of the customs union vs. 
unilateral tariff reduction analysis; intersectoral dif- 
ferentials and distribution of income in Pakistan; 
and a book review. Annual subscription: $12:00 
($20.00, air mail). Single issue $8.00 ($12.00 air 
mail). Write to: The Kashmir Economic Review, 
Department of Economics, University of Asad 
Jammu and Kashmir, Muiaffarahad (AK), Pakistan. 
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Midtouth Journal of Economic* and Finance 

Published jointly by: the Midsouth Academy of 
Economics and Finance; the Department .of Eco- 
nomics, Finance, and Applied Legal Studies of the 
Mississippi State University; and the Department 
of Economics of the Memphis State University. 
Formerly tided the Midtouth Journal of Econom- 
ic*. Vol. 10, no. 3 (December 1886) includes arti- 
cles on: the perceived effect of risk by employers 
on earnings of parolees; a time-series analysis of 
political monitoring in die production of high-pow- 
ered money; industry structure, price changes, and 
capacity utilization; a programming model for in- 
ternal migration in less-developed regions; labor 
supply and the nonpecuniary characteristics of em- 
ployment; an empirical examination of economic 
factors used in direct foreign-investment decisions; 
reformation of China’s banking system; stock prices 
and the money supply; the stability of tastes in 
alternative theories of consumer choice; and a com- 
puter simulation model for evaluating alternative 
macroeconomic systems. For subscription informa- 
tion, write to: Midtouth Journal cf Economics and 
Finance, Department of Economics, Memphis 
State University, Memphis, Tennessee 38152. 

The Practical Accountant 

Published monthly by Warren, Gorham 050 La- 
ment, Inc. of Boston. Vol. 20, no. 6 (June 1887) 
contains features on: how to handle the tax aspects 
of bankruptcy for individuals; a checklist for tax- 
saving opportunities under the 1886 Tax Reform 
Act; how to use Statement on Auditing Standards 
no- 50; the interest deduction for individuals after 
tax reform; how to market financial planning ser- 
vices profitably; nine ways to coordinate more ef- 
fectively with attorneys in tax disputes; and the 
CPAphystcian relationship. Regular departments 
focus on: the accountant's tax alerts; inside the IRS; 


accounting and auditing report; the accountant’s 
image; tax blunders; personal financial planning; 
computers; practice management; book reviews; 
and classified advertising. Annual subscription 
$54.00, U.S.; $78.00, foreign. Write to: Warren. 
Gorham 050 Lamont, lac., 210 South Street, Bos- 
ton, MA 02111. (ISSN 0082-6321) 

Review and Perrpective 

Published quarterly by the Center for Business 
and Economic Research of the College of Business 
and Economics, University of Kentucky. Addresses 
business, economic, and public policy issues re- 
lated to Kentucky. Vol. 11, no. 1 (Spring 1987) 
contains articles on: transitions in banking the eco- 
nomic Impact of Toyota on Kentucky; and die socio- 
economic impact of Toyota on Scott County. Regu- 
lar features include selected indicators of economic 
activity and sections containing information, news, 
and current publications. No charge for subscrip- 
tion. Write to: Review and Penpectioe, Center for 
Business and Economic Research, 301 Mathews 
Building University of Kentucky, Lexington, 
40506-0047. (ISSN 0270-1421) 

Rioiita Milanese di Economic 

Quarterly Italian language journal published by 
Cassa di Rispannio, Lombarde. The January- 
March 1967 issue (no. 27) contains four articles 
on: Marxism and Pareto, the evolution of the Italian 
monetary system; die immovable market, and for- 
eign trade at the subnational level. Also includes 
seven regular deportments concerning dimensions 
of Ae economy, conjectural and sockdogical obser- 
vations, views from the university, articles on fi- 
nance and industry, historical research, and book 
reviews and notes. For infbrmatioa, write to: Cassa 
di Rispannio, Via Filodnunmatid, 3, 20121 Milan, 
Italy. 
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Acta Oeconomica, Vo!. 35, No. 1-2, 1985 

• Csdlti, C. An Outlook of Food Supply and De- 

mand in the CMEA Countries: Results of the 
IIASA/FAP Model System. 

• Hal pern, L. and MoJn&r, G. Income Forma- 

tion, Accumulation and Price Trends in Hun- 
gary in the 1970s. 

• Hods, J. Alternatives of Growth and Priorities 

in the 7th Five-Year Plan of Hungary (1986- 
1990). 

Laid, M. Central Economic Management and 
the Enterprise Crisis in Hungary. 

• Nyers, R. National Economic Objectives and 

the Reform Process in Hungary in the Eight- 
ies. 

• Oblath, G. and Pete, P. Trade with the Soviet 

Union: The Finnish Case. 

• Podkaminer, L. Investment Cycles in Cen- 

trally Planned Economies: An Explanation In- 
voking Consumer Market Disequilibrium and 
Labour Shortage. 

• Homin, Z. Productivity Growth and Its Slow- 

down in the Hungarian Economy. 

• Tarafis, 1. and Szabd, J. Hungary’s Exchange 

Rate Policy in the 1980s. 

• Tardos, M. Question Marks in Hungarian Fis- 

cal and Monetary Policy (1979-1984). 

Acta Oeconomica, Vol. 35, No. 3-4, 1985 

• Biddy, A.; Martinis, K. and Sgjd, K. An Es- 

say in Macroeconomics. 

• Calasi, P. and Kertesi, G. Second Economy, 

Competition, Inflation. 

• Hoch, R. The Maxi and Mini (Reflections on 

the Hungarian Debate on Large Firms). 

• Kovdcs, L International Comparison of Con- 

sumption Patterns by Cluster Analysis. 

• Kdves, A. Some Questions of Energy Policy 

in East European Countries: Energy Supply 
and Foreign Economic Policy. 

• Nagy, A. Changes in the Structure and Inten- 

sity of East-West Trade. <j 

Nyers, J. and Szatmdri, T. The ^Exploitation 
of Licences and Economic Policy In Hungary. 

• Fetschnig, M. Causes of Difficulties in Chang- 

ing the Normal State of the Hungarian Econ- 
omy. 

• Szaholcaud, G.; Bagdy, G. and Vindics, J. 

Dependence of the Hungarian Economic Per- 

' 1978 


form an ce on the World Economy. Facts and 
Economic Policy Inferences. 

• Zalai, E. Joint Production and Labour Values. 

Acta Oeconomica, Vol. 36, No. 1-2, 1986 

• Falus-Szikra, K. Wage and Income Dispari- 

ties between the First and Second Economies 
in Hungary. 

• Faluvdgi, L. The Seventh Five-Year Plan of 

the Hungarian Economy (1986-1990). 

• Cdcs, E. Hungary’s Social Expenditures in In- 

ternational Comparison. 

• lllds, I. Structural Changes in the Hungarian 

Economy (1979-1985). 

• Kdves, A. Foreign Economic Equilibrium, 

Economic Development and Economic Policy 
in the CMEA Countries. 

Kulcsdr, R. Results of the First Nationwide 
Prestige Survey in Hungary. 

• Rdvdsz, G. On the Expansion and Function- 

ing of the Direct Market Sector of the Hungar- 
ian Economy. 

• Rimler, J. Economic Obsolescence and Em- 

ployment (A Comparative Analysis of the 
Hungarian and Dutch Economies). 

• Szamuely, L. Prospects of Economic Reforms 

in the European CMEA Countries in the 80s. 

• Tardos, M. The Conditions of Developing a 

Regulated Market. 

Accounting Review, Vol. 62, No. 3, July 1987 

Bomber, L. S. Unexpected Earnings, Firm 
Size, and Trading Volume around Quarterly 
Earnings Announcements. 

Brown, C. E. and Solomon, I. Effects of Out- 
come Information on Evaluations of Manage- 
rial Decisions. 

Chow, C. W. and Wong-Boren, A, Voluntary 
Financial Disclosure by Mexican Corpora- 
tions. 

C ready, W. M. and Shank, J. K. Understand- 
ing Accounting Changes in an Efficient Mar- 
ket — A Comment, Replication, and Re-inter- 
pretation. 

Dopoch, N.j Hokhausen, R. W. and Leftwich, 
R. W. Predicting Audit Qualifications with 
Financial and Market Variables. 

Gaumnitz, B. R. and Thompson, J. E. 
Establishing the Common Stock Equivalence 
of Convertible Bonds. 
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Crimlintd, R. A. and Felix, W. L., Jr. 
Simulation Evidence and Analysis of Alterna- 
tive Methods of Evaluating Dollar-Unit Sam- 
ples. 

Hasldns, M. E. Client Control -Environments : 
An Examination of Auditors' Perceptions. 

Knapp, M. C. An Empirical Study of Audit 
Committee Support for Auditors Involved in 
Technical Disputes with Client Management. 

McKeown, J. C. Understanding Accounting 
Changes in an Efficient Market: Analysis of 
Variance Issues. 

Shevlin, T. Taxes and Off-Balance-Sheet Fi- 
nancing: Research and Development Limited 
Partnerships. 

L' Actuality Economique, Vol. 62, No. 3, 
September 1686 

Aubry, J.-P. Commentaire sur l'article de 
Gflrald Marion: “La determination des salaries 
et le chflmage naturel dans la perspective de 
prospection du marchC du travail." 

Decaluwe, B.; Martens, A. and Monette, M. 
Comment contruire un module calculable 
d’£quilihre general? Une illustration. (How 
to Construct a Computable General-equilib- 
rium Model? With English summary.) 

Grenier, G. and Lacroix, G. Les revenus et 
la langue: le cas de la capitale nationale. (Earn- 
ings and Language: The Case of the National 
Capital. With English summary.) 

Laroque, G. Le chflmage des annfles 1970 
etait-il dassique? (The Unemployment of the 
1970‘s: A Classical Unemployment Regime? 
With English summary.) 

Loranger, J.-G. and Halevi, J. La theorie du 
“Markup" comme explication de 1'inflation: 
une critique kaleckienne de certains post- 
key nesiens. (The Markup Theory as an Ex- 
planation of Inflation. With English sum- 
mary.) 

Marten, G. Le taux de chflmage naturel: une 
reponse. 

Payette, M. and Vaillancourt, F. L’incidence 
des recettes et dflpenses gouvememen tales 
au Quebec en 1981. (The Incidence of Gov- 
ernmental Revenues and Expenditures in 
Quebec 1981. With English summary.) 

Schoumaker, F. Tour d horizon des methodes 
expflrimentales en sciences flconomiques et 
de leurs rflsultats. (Methods of Experiments 
in Economics. With English summary.) 

American Economic Review, VoL 77, No. 2, May 
1987 

Akeriof, G. A. and Yellen, J. L. Rational Mod- 
els of Irrational Behavior. 


Ashenfeher, O. Arbitrator Behavior. 

Ashen feher, O. and Oaxaca, R. The Econom- 
ics of Discrimination: Economists Enter the 
Courtroom. 

Auerbach, A. J. and Kodflcoff, L. J. Evaluat- 
ing Fiscal Policy with a Dynamic Simulation 
Model. 

Baron, D. P. and Ferejohn, J. Bargaining and 
Agenda Formation in Legislatures. 

Becker, W. E. Teaching Statistical Methods 
to Undergraduate Economics Students. 

Blau, F. D. and Ferfaer, M. A. Discrimina- 
tion: Empirical Evidence from the United 
States. 

Blinder, A. S. Keynes, Lucas, and Scientific 
Progress. 

Bloom, D. E. and Cavanagb, C. L. Negotia- 
tor Behavior under Arbitration. 

Cain, G. C. The Centrality of Economics in 
Teaching Economic Statistics. 

Campbell, J. Y. and Manldw, N. C. Perma- 
nent and Transitory Components in Macro- 
economic Fluctuations. 

Cardoso, E. A. and Dombusch, R. Brazil’s 
Tropica] Plan. 

Christiano, L. J. Is Consumption Insuffi- 
ciently Sensitive to Innovations in Income? 

D’Amico, T. F. The Conceit of Labor Market 
Discrimination. 

Danziger, S. and CottschaHc, P. Earnings In- 
equality, the Spatial Concentration of Pov- 
erty, and the Underclass. 

Darity, W. A., Jr. and Myers, S. L-, Jr. 
Do Transfer Payments Keep the Poor in Pov- 
erty? 

Davis, S. J. Allocative Disturbances and Spe- 
cific Capital in Real Rusiness Cycle Theories. 

Diamond, P. Multiple Equilibria in Models 
of Credit. 

Dubin, J. A.; Graetz, M. J. and Wilde, L. L. 
Are We a Nation of Tax Cheaters? New 
Econometric Evidence on Tax Compliance. 

Duggal, V. G. Coping with the Diversity of 
Student Aptitudes and Interests. 

Ehrlich, I. and Brower, C. D. On the Issue 
of Causality in the Economic Model of Crime 
and Law Enforcement: Some Theoretical 
Considerations and Experimental Evidence. 

Farber, H. S. and Base naan, M. H. Why 
Is There Disagreement in Bargaining? 

Figart, D. M. Gender, Unions, and Internal 
Labor Markets: Evidence from the Public 
Sector in Two States. 

Fischer, S. The Israeli Stabilization Program, 
1985-86. 

Fischer, S. Sharing the Burden of the Interna- 
tteaal Debt Crisis. 
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Journal of Economic Literature 


Frenkel, ). A. The International Monetary 
System: Should It Be Reformed? 

Fuchs, V. R. and Zeckhauter, R. Valuing 
Health — A "Priceless” Commodity. 

Fudenberg, D. and Tirole, J. Understanding 
Rent Dissipation: On the Use of Came Theory 
in Industrial Organization. 

Gibbons, M. R. The Interrelations of Finance 
and Economics: Empirical Perspectives. 

Goldin, C. and Polachek, S. Residual Differ- 
ences by Sex: Perspectives on the Gender Gap 
in Earnings. 

Heller, H. R. The Debt Crisis and the Future 
of International Bank Lending. 

Heymann, D. The Austral Plan. 

Judd, K. L. A Dynamic Theory of Factor Taxa- 
tion. 

Kenen, P. B. Exchange Rate Management: 
What Role for Intervention? 

Krueger, A. O. Debt, Capital Flows, and 
LDC Growth. 

Long, J. B., Jr. and Plosser, C. I. Sectoral 
vs. Aggregate Shocks in the Business Cycle. 

Madden, J. F. Gender Differences in the Cost 
of Displacement: An Empirical Test of Dis- 
crimination in the Labor Market. 

McCaHum, B. T. The Development ofKeynes- 
ian Macroeconomics. 

Milgrom, P. and Roberts, J. Informational 
Asymmetries, Strategic Behavior, and Indus- 
trial Organization. 

Newhouse, J. P. Health Economics and 
Econometrics. 

Pauly, M. V. Nonprofit Firms in Medical Mar- 
kets. 

PeHzroan, S. Economic Conditions and Gu- 
bernatorial Elections. 

Poole, K. T.; Romer, T. and Rosenthal, H. 
The Revealed Preferences of Political Action 
Committees. 

Posner, R. A. The Law and Economics Move- 
ment. 

Foterba, J. M. Tax Evasion and Capital Gains 
Taxation. 

Prescott, E. C. and Boyd, J. H. Dynamic Co- 
alitions: Engines of Growth. 

Romer, P. M. Crowd) Based on Increasing 
Returns Due to Specialization. 

Ross, 8. A. The Interrelation* of Finance and 
Economics: Theoretical Perspectives. 

Sachs, J. The Bolivian Hyperinflation and Sta- 
bilization. 

Scotch mer, S. Audit Classes and Tax Enforce- 
ment Policy. 

Shapiro, M. D. Are Cyclical Fluctuation in 
Productivity Due More to Supply Shocks or 

' Demand Shocks? 


Shaved, S. A Model of Optimal Incapacita- 
tion. 

ShJUer, R. J. Ultimate Sources of Aggregate 
Variability. 

Smith, J. P. and Weld), F. Race and Poverty: 
A Forty-Year Record. 

Swinton, D. H. Economic Theory and Work- 
ing Clast Poverty towards a Reformulation. 

Williamson, J. Exchange Rate Management: 
The Role of Target Zones. 

Willis, R. J. What Have We Learned from 
die Economics of the Family? 

Woodford, M. Three Questions about Sun- 
spot Equilibria as an Explanation of Economic 
Fluctuations. 

American Economist, Vol. 30, No. 2, Fall 1066 

Audretsch, D. B. and Woolf, A. C. The In- 
dustry Life Cycle and the Concentration Prof- 
its Relationship. 

Brown, A. A. and Neuberger, E. Grants and 
Exchange from a Comparative Systems Per- 
spective. 

Happ, S. The Behavior of Rates on Federal 
Funds and Repurchase Agreements. 

Harpaz, C. Optimal Risk-Sharing Policies. 

Peck, R. M. and Srinagesh, P. Time Prefer- 
ence and Uncertain Lifetime. 

Rostow, W. W. My Life Philosophy. 

Schwarz, S. Self-destruction of a Govern- 
ment-Created Oligopoly: A Case Study of the 
New York City Bingo Market. 

Sun, E. A Simplified Exposition of the Profit- 
Maximization Model of the Firm. 

Venkateswarlu, T. Public Finance: Survey of 
Course Reading Materials in Academic Insti- 
tutions. 

Williams, M. A. An Economic Application of 
Bootstrap Statistical Methods: Addystim Pipe 
Revisited. 

American Economist, Vol. 3i, No. 1, Spring 1987 

Aigahtani, I. M. and Alhiyari, M. Real Bal- 
ance Effect and the Consumption Function 
in LDC: A Comment [The Effect of Liquid 
Assets on the Consumption Function of a Less 
Developed Economy: A Note]. 

Baumann, M. C.; Werden, G. J. and Williams, 
M. A. Rankings of Economics Departments 
by Field. 

Bergson, A. Recollections and Reflections o 
a Comparativist. 

DeRosa, D. A. and Nye, W. W. Industrie 
Targeting and International Competitivene: 
in a Two Country Model of Monopolist 
Competition. 

Leppd, K. Household Formation and Unr 
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1981 


lated Housemates. 

McNertney, E. M. and Walts, C. R. The Role 
of Computer Software in the Teaching of Eco- 
nomics. 

Mchdizadeh, M. Real Balance Effect and Con- 
sumption Function in Less Developed Coun- 
tries: A Reply [Hie Effect of Liquid Assets 
on the Consumption Function of a Less De- 
veloped Economy: A Note]. 

Rock, ). M. Book IV: The Inducement to In- 
vest. 

Swanson, P. E. The International Role of the 
U.S. Dollar under Fixed versus Flexible Ex- 
change Rates. 

Venkateswarlu, T. International Economics: 
Survey of Course Reading Materials in Uni- 
versities in Canada and the United States of 
America. 

Wagner, G. O., V. College and Professional 
Football Scores: A Multiple Regression Analy- 
sis. 

American Historical Review, Vol. 92, No. 2, April 
1987 

Rosenberg, W. C. and Koenker, D. P. 
The Limits of Formal Protest: Worker Activ- 
ism and Social Polarization in Petrograd and 
Moscow, March to October, 1917. 

| American Journal of Economics and Sociology, 
Vol. 46, No. 2. April 1987 

Alam, M. S. Some European Perceptions of 
Japan’s Work-Ethos in the Tokugawa Era: A 
Limited Survey of Observations from the 
West’s First Encounters Offers Parallels to To- 
day’s. 

BabUot, C.j Frantz, R. and Green, L. 
Natural Monopolies and Rent: A Georgist 
Remedy for X-Inefficiency among Publidy- 
Regulated Firms. 

Dore, M. H. L Mineral Taxation in Jamaica: 
An Oligopoly Confronts Taxes on Resource 
Rents — and Prevails. 

Farley, J. E. Disproportionate Black and His- 
panic Unemployment in U.S. Metropolitan 
Areas: The Redes of Racial Inequality, Segre- 
gation and Discrimination in Male Jobless- 
ness. 

Fischer, C. C. Forensic Economics and the 
Wrongful Death of a Household Producer: 
Current Practices, Methodological Biases and 
Alternative Solutions of Losses. 

CUhnor, D. A. The Irish Sea Fisheries: De- 
velopment and Curtailment of a Renewable 
Resource Industry. 

J«oas, P. d" A. Henry George and British La- 
bor Politics. 


WMgosz, J. B. and C ar p en ter, S. The Effec- 
tiveness of Alternative Methods of Searching 
for Jobs and Finding Them: An Exploratory 
Analysis of the Data Bearing upon the Ways 
of Coping with Joblessness. 

American Real Estate and Urban Economics 
Association Journal, VoL 15, No. 1, Spring 
1987 

Buckley, R. M. and Si m o ns o n , J. Effective 
Property Tax Rates and Capital Formation Is- 
sues: Manvel. Acton and Darby. 

Goodman, J. L., Jr. Housing and the 
Weather. 

Hartzell, D.; Hekman, J. S. and Miles, M. E. 
Real Estate Returns and Inflation. 

Johnson, L. J. and Wofford, L. E. On Con- 
tracts as Options: Some Evidence from Con- 
dominium Developments: Comment. 

Melchert, D. and Naroff, J. L. Central City 
Revitalization: A Predictive Model. 

Mills, E. S. Has the United States Overin- 
vested in Housing? 

Moore, J. S. An Investigation of the Major 
Influences of Residential Liquidity: A Multi- 
variate Approach. 

Newman, S. and Reschovsky, J. An Evalua- 
tion of the One-Time Capital Cains Exclusion 
for Older Homeowners. 

Shilling, J. D.; Simians, C. F. and Benjamin, 
J. D. On Option-Pricing Models in Real Es- 
tate: A Critique: Reply [Contracts as Options: 
Some Evidence from Condominium Develop- 
ments]. 

Annalcs d 'Economic et de Statistique, No. 3, 
July- Sept. 1966 

• Artus, P. Les expenses publiques et leur 

mode de financement en Economic ouverte 
avec changes flexible!: efficadfe et stability 
de r&xmomie. (Public Expenditures and Def- 
icit Financing in an Open Economy with Flex- 
ible Exchange Rates; Efficiency and Stability 
of the Economy. With English summary.) 

B acco o cfa e, R. and Latency, F. Erratum 
[Analyse micro-<conomique de la nforme de 
la TV A de juillet 1982 en France]. 

• Blanchard, O. J. and Summers, L. H. 

Pourquoi les taux d’iatdrffts »ont-ils aussi 
6lev6s. (Perspectives on High World Real In- 
terest Rates. With English summary.) 

• Eichbeiger, J. On the Efficacy of Fiscal Pol- 

icy. 

o Eisner, R. and Ptepar. P. J. Dette et d6fc* 
gou verne meutaux; mesons et effets. (Mea- 
surement nd Ffcrti of Government Defat 
and Deficits. With EngHsfa summary.) 



1982 


Journal of Economic Literature 


FRoossi, J.-P. and Muet, P.-A. Avant-Propos. 
Num4ro special “deficit public.” (Special Is- 
sue on Public Deficit: Forward.) 

• Kessler, D.; Perelman, S. and Pestieau, P. 

L’hypothfcse d’^qui valence entre impdt et em- 
prunt: un test sur les pays de 1’OCDE. (With 
English summary.) 

• Phelps, E. S. The Significance of Customer 

Markets for the Effects of Budgetary Policy 
in Open Economies. 

Annales d'EcooomJe et de Statistique, No. 4, 
Oct./Dec. 1986 

• d'Autume, A. and Michd, P. DAsAquilibre 

g6n6ral et investissement. (General Disequili- 
brium and Investment. With English sum- 
mary.) 

• Berthelemy, J.-C.; Devezeaux de Lavergne, 

J.-G. and Ladoux, N. Une analyse de la 
dynamique des comportements de substi- 
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tainty [Demand Function and Location 
Theory of the Firm under Price Uncertainty], 
Urban Stud., April 1987, 24(2), pp. 163-66. 

• Stabler, J. C. Trade Center Evolution in the 

Great Plains. /. Reg. Sci., May 1987, 27(2), 
pp. 225-44. 

Tam, M.-Y.j Perslcy, J. and Schlaf, E, 
A Social Welfare Approach to Regional Con- 
vergence. Rev. Reg. Stud., Winter 1987, 
17(1), pp. 53-66. 

Vickerman, R. W. The Channel Tunnel: 
Consequences for Regional Growth and De- 
velopment. Reg. Stud . , June 1987, 21 (3), pp. 
187-97. 

• Macbou, A. and Field, B. C. Regional Energy 

Substitution: Results from a Dynamic Input 
Demand Model. Southern Earn. J., April 
1987, 53(4), pp. 952-66. 

Wang, J. and Bradbury, J. H. The Changing 
Industrial Geography of the Chinese Special 
Economic Zones. Econ. Geogr., October 
1986, 62(4), pp. 307-20. 

Zanetto, C. Sviluppo region ale e continuity 
culturale: il ca so della beauce (Canada). (Re- 
gional Development and Cultural Continuity: 
The Case of the Beauce [Canada]. With En- 
glish summary.) Ricerche Earn., Apr.-Sept. 
1986, 40(2-3), pp. 537-55. 
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Buchanan, James M. and Tollison, Robert 
D. — A Theory of Truth in Autobiography 
The "truth" in autobiography depends on the 
observable historical record of a person’s life. 
The less attractive the observed life, the more 
truthful is the autobiography. This result does 
not require differential standards of honesty as 
among autobiographers. It does depend on the 
presupposition that there exists a common value 
scale along which lives may be judged, and 
upon the common directional bias toward the 
“good” in all autobiography. Kyklos, 1986, 
39(4), pp. 507-17. George Mason University. 

Ebdoni, Amitai — Toward a Kantian Socio-eco- 
nomics 

Recent criticisms of utilitarianism have given 
new importance to Kantian philosophy and eth- 
In the Kantian tradition, this paper argues 
fo* replacing the neoclassical with a socioeco- 
nntnic paradigm drawing on other social science 
discipline*. Central to the socioeconomic para- 
di&n are the uae of a bi-utility conception, em- 
Pairing both pleasure and morality, rather 
d**® one overarching utility and the acknowl- 
'dgetnent of the need to study preference for- 
TTsis paper concludes with a call to end 
intnutoo of the excessively parsimonious 


neoclassical paradigm into the other social sci- 
ences, and instead for economics to use the 
knowledge accumulated in other social sci- 
ences. Rev. Soc. Earn., Apr. 1987, 45(1), pp. 
37-47. George Washington University. 

Gottfries, Nils and Hylton, Keith — Are M.I.T. 

Students Rational? Report on a Survey 

This paper reports the results of a survey 
conducted in the Massachusetts Institute of 
Technology campus dining halls. The aim of 
the survey was to delineate students’ percep- 
tions of marginal costs in a very specific, but 
not uncommon, situation. A majority of the re- 
spondents’ answers suggest a complete misun- 
derstanding of the relevant marginal costs. J. 
Econ Behav. Organ., Mar. 1987, 8(1), pp. 113- 
20. Stockholm University; Massachusetts Insti- 
tute of Technology. 

Mayhew, Anne — Culture: Core Concept wider 

Attack 

Core institutionalist ideas of culture and in- 
strumental valuation come under attack when 
insistence upon the universality of instrumental 
reasoning becomes insistent upon the univer- 
sality and centrality of rational human behavior, 
and when the study of rational strategy cornea 
to be seen as the important task of social sci- 
ence. The threat to the core of culture-centered 
social science is intensified when insistence 
upon the importance of reasonable and rational 
human behavior is further tra nsfo rme d fennel 
a fallacy of composition into a statement about 
the rational (or irrational) nature of insUi a tfo ns. 
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of economies with transaction costs, this result 
is used to discuss die conditions for the exis- 
fence of an equilibrium in economies with in- 
complete markets. Int. Earn. Rev., June 1987, 
28(2), pp. 275-60. London School of Economics 
and Bank of Spain. 

QSt Microeconomic Theory 
Appelbaum, E. and Katz, E. — Asymmetric 
Taxation and the Theory of the Competitive 
Firm under Uncertainty 
This paper examines the implications of the 
asymmetries in the tax treatment of corporate 
profits and losses for the theory of the competi- 
tive firm under uncertainty. It is shown that 
the tax asymmetry introduces a curvature into 
the firm's target function which affects its be- 
havior in the short run. In long-run industry 
equilibrium, however, most of the effects disap- 
pear at the firm level, but still remain at the 
industry level. Can. J. Econ . , May 1987, 20(2), 
pp. 357-69. York University; York University 
and Harvard University. 

Bonanno, Giacomo — Vertical Differentiation 
with Cournot Competition 
This paper reexamines the problem of 
whether two firms in the same market choose 
to produce a homogeneous product or differen- 
tiated products. A subgame perfect equilibria 
of a two-stage game is determined where firms 
first choose the quality of their products and 
then compete in prices or outputs. It is shown 
•hat the answer depends on die type of competi- 
tion which is assumed to take place in the post- 
entry game and on the cost conditions. In par- 
ticular, if the post-entry game is Cournot Nash, 
Hotelling's principle of minimum differentia - 
tk>n may hold. Econ. Note*, 1986, (2), pp. 68- 
91. Nuffield College, Oxford. 

| Owl, Eon Kwan and Johnson, Stanley R. — 
Consumer's Surplus and Price Uncertainty 
This paper investigates the conditions under 
w bteh expected equivalent variation provides 
* correct ranking of stabilized and uncertain 
Prt** situations. Expected equivalent variation 
^ be recovered from ordinal preferences 
w bereas ex ante equivalent variation requires 
* dd «MtaltaforinatiOBl regarding consumer atti- 
Me» toward income risk. The two measures 


are equal for income risk-neutral consumers. 
More important for applied welfare analysis 
where income risk aversion is presumed, ex- 
pected equivalent variation provides a lower 
bound for ex ante equivalent variation. These 
two features of expected equivalent variation 
commend it as a viable welfare measure for 
applied work. Int. Econ. Rev., June 1987, 28(2), 
pp. 407-11. Iowa State University. 

Dionne, Georges and Lasserre, Pierre — Ad- 
verse Selection and Finite-horizon Insurance 
Contracts 

Hie authors use a particular contract to ana- 
lyze three issues regarding adverse selection, 
monopoly, and the use of time within a finite 
horizon: the description and existence of an ep- 
silon equilibrium; the achievement of a Nash 
equilibrium; and the optimality of risk revela- 
tion. Among the results obtained, the authors 
show that, at equilibrium, low-risk individuals 
buy foil insurance most of the time and high- 
risk individuals always buy full insurance. They 
also show that the equilibrium with risk revela- 
tion is a Nash equilibrium. These results are 
compared with those of the self-selection mech- 
anism in Stiglitz (1977) and the epsilon equilib- 
rium under moral hazard in Radner (1981). £w- 
rop. Econ. Rev., June 1987, 31(4), pp. 843- 
61. University of Montreal. 

Eldor, Rafael and Zilcha, Itzhak — Discriminat- 
ing Monopoly, Forward Markets and Interna- 
tional Trade 

This paper analyzes the effect of uncertainty 
on output and export of a price-discrim mating 
firm which sells its produce both in domestic 
and world markets. It is shown that under some 
conditions exports increase when uncertainty 
is introduced. In the presence of forward mar- 
kets a “separation theorem" holds and total out- 
put increases to the competitive firm level, 
while exports are larger than those of the com- 
petitive firm. Int. Econ. Rev., June 1987, 28(2), 
pp. 459-68. Tel-Aviv University. 

Epstein, Larry C — The Unimportance of the 
Intransitivity of Separable P re fer e n c es 
If preferences are strongly sep a rab l e in tjb* 
pointwtoe partition of goodh. ihnn dt— ndftan 
tions implied by an tatWMtthmgg p faiea c n ggi 
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dering can also be generated by a transitive 
(and strongly separable) ordering. Thus, if strong 
separability is appropriate, intransitivity is not 
empirically detectable from demand behavior. 
Two applications are discussed — the “expected- 
regret” model of choice under uncertainty and 
the robustness of turnpike propositions of capi- 
tal theory. Ini. Econ. Rev., June 1987, 28(2), 
pp. 315-22. University of Toronto. 

Fishe, Raymond P. H. and McAfee, R. Pres- 
ton — Nonlinear Contracts, Zero Profits and 
Moral Hazard 

Contracts that base payments on an ex post 
variable are examined. It is shown that a quad- 
ratic contract form may elicit truthful responses 
from auction participants and offer zero ex- 
pected profits to the winning bidder, but not 
eliminate adverse incentives ex post. A general 
impossibility theorem is proven. This theorem 
establishes that, regardless of functional form, 
no contract can offer zero expected profits and 
resolve the ex post moral hazard problem. 
Economica, Feb. 1987, 54(213), pp. 97-101. 
University of Miami; University of Western On- 
tario. 

Flaschel, Peter and Semmler, Willi — Classical 
and Neoclassical Competitive Adjustment 
Processes 

This article introduces a stable cross-dual 
adjustment process for Sraffa-von Neumann 
models. Excluding free goods, but not process 
extinction, from consideration, it proves fur- 
thermore the global asymptotic stability of a 
simple modifkattan of this classical adjustment 
process. The rpfetionship of this approach to 
neoclassical stability analysis and recent at- 
tempts twf^rmahze the classical idea of equaliz- 
ing profit rates is explored. Manchester Sch. 
Econ. SojL Stud., Mar. 1987, 55(1), pp. 13- 
37. UnivfWtoet Bielefeld, Germany; New 
School fodpficial Research, New York, 

Freixas, Xavier and Mas-ColeD, Andrew — En- 
gel Curves Leading to the Weak Axiom In 
the Aggregate 

For every tenge of admissible incomes, the 
aethers c har acterize the class of Engel curves 
withthe p roperty that if an economy has, first, 
• orkw independent distribution of income mod, 


second, preferences which are identical across 
consumers and generate Engel curves in the 
class, then the corresponding aggregate de- 
mand function satisfies the Weak Axiom of Re- 
vealed Preference. This class is defined by two 
simple conditions. The no-torsion condition 
says that, in the relevant range of income, the 
Engel curve is contained in a plane through 
the origin. The uniform-curvature condition 
says that, in addition, the Engel curve is either 
convex or concave to the origin. Econometrica, 
May 1987, 55(3), pp. 515-32. University of So- 
cial Sciences of Toulouse; Harvard University. 

Gal-Or, Esther — Strategic and Non-strategic 
Differentiation 

When firms choose the characteristic of their 
products before output is produced, imper- 
fectly competitive firms may use this character- 
istic strategically so as to reduce the output 
level produced by the rival. Using a simple 
two-stage duopoly model, the author demon- 
strates that such “strategic" use of the product 
attribute reduces the degree of differentiation 
between brands. As an outcome, each firm loses 
some market power and competition is more 
intense. The author demonstrates through an 
example that such reduced differentiation leads 
to reduced joint profits and reduced welfare. 
Can. J. Econ., May 1987, 20(2), pp. 340-56. 
University of Pittsburgh. 

Gilad, Benjamin; Kaish, Stanley and Loeb, Pe- 
ter D. — Cognitive Dissonance and Utility 
Maximization: A General Framework 
Neoclassical theory of utility maximization as- 
sumes irrational behavior to be unsystematic 
and therefore impossible to model. Recent ad- 
vances in behavioral decision theory suggests 
irrationality may be systematic. In line with 
these and earlier findings from the theory of 
cognitive dissonance, a simple descriptive 
model of utility maximization is developed with 
the added feature of an information filter. The 
model is then used to explain a few “irrational 
micro and macro behaviors. J. Econ. Behai. 
Organ., Mar. 1987, 8(1), pp. 81-73. Rutgpn 
University. 

Harris, MBttm and flohnitresa, Ben gt — 0 *1 
the Deration of Agreements I 
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A model of optimal contracts between two 
infinitely-lived parties, a borrower and lender, 
is presented and analyzed. The objective is to 
explain the phenomenon of finite-length, multi- 
period contracts. It is shown bow costly infor- 
mation acquisition can account for multi-period 
contracts which are of bounded length. Com- 
parative-statics results on how contract length 
responds to exogenous parameters, such as the 
cost of information acquisition, are also derived. 
Int. Econ. Rev., June 1987, 28(2), pp. 389-406. 
Kellogg Graduate School of Management, 
Northwestern University; Yale University. 

Hey, John D. — The Dynamic Competitive 
Firm under Spot Price Uncertainty 
The main result of this paper is that the classic 
"marginal cost equals price” condition for the 
output of the perfectly competitive firm in a 
one-period certain world carries over to a many- 
period uncertain world if the firm is allowed 
to hold inventories and if there exists a forward 
market for the firm's product. This implies the 
separation of the firm’s output decision from 
its sales decision, and the separation of the 
firm’s output decisions in different periods. 
Furthermore, output is unaffected by the un- 
certainty and the firm’s attitude to it, though 
the sales decisions do depend on these factors. 
Manchester Sch. Econ. Soc. Stud. , Mar. 1987, 
55(1), pp. 1-12. University of York, England. 

Kami, Edl and Safra, Zvi — "Preference Rever- 
sal” and the Observability of Preferences by 
Experimental Methods 
This paper shows that: (1) the "preference 
reversal” phenomenon can be consistent with 
transitive preferences if these preferences vio- 
late Hie independence axiom of expected utility 
theory and (2) for the class of experiments that 
were used to produce the evidence concerning 
preference reversal,” the elicitation of cer- 
tainty equivalents is possible if, and only 
if> file respondent's preferences can be repre- 
sented by functionals that are linear in’the prob- 
abilities, Furthermore, a more general class of 
ei Periim®nts is not immune to "preference re- 
if nooexpected utility preferences are 
“fitted. Emmo mstrtc o , May 1987, 55(3), pp- 
® 7 MS t JakjM Hopkins University; Tel-AWv 


Laffont, Jean-Jacques and Tirole, Jean — Com- 
parative Statics of the Optimal Dynamic In- 
centive Contract 

Each period a firm must carry out an indi- 
visible project, the cost of which depends on the 
firm’s constant efficiency and its (variable) level 
of "effort.” Only the cost is observed by die 
regulator who has to choose the incentive 
scheme. The optimal dynamic mechanism is 
derived under possible commitment of the reg- 
ulator over time. Then, under noncommitment, 
it is shown that there are four types of continua- 
tion equilibria. Also the profile of effort level* 
Is compared to the commitment case. Finally, 
some numerical comparative statics is per- 
formed and it is shown that all types of equilib- 
ria can be optimal. Europ. Econ. Rev., June 
1987, 31(4), pp. 901-26. University of Social 
Sciences of Toulouse, France and EHESS, 
Paris; Massachusetts Institute of Technology. 

Lambson, Val Eugene — Dynamic Behaviour in 
Large Markets for Differentiated Products 
An important question is how well competi- 
tive models approximate models of large finite 
economies. For a class of differentiated prod- 
ucts models, static Nash equilibria, if they exist, 
always converge to competition as the number 
of firms increases. Dynamic Nash equilibria 
need not so converge. Easily checked condi- 
tions for convergence to competition do, how- 
ever, exist. Rev. Econ. Stud. , Apr. 1987, 54(2), 
pp. 293-300. University of Wisconsin. 

Legros, Patrick — Disadvantageous Syndicates 
and Stable Cartels: The Case of the Nucleolus 
This paper considers a bilateral market with 
two complementary commodities and gives a 
rationale for R. J. Aumann’s paradox (1973). 
The relationship between the notion of strong 
stability of a syndicate, i.e. the property that 
no group of players wants to exist or to enter 
the syndicate, and the notion of disadvanta- 
geous syndicates is summarized in two results. 
If the two sides of the market are balanced in 
terms of endowments, every synd i cat e to 
strongly stable. If the two sides of fire market 
are not balanced hi terms of e ndo wm en ts , then 
being advantageous, in Aum a nn’ s de fi nition, to 
necessary and sufficient for asyndfctoe to be 
strongly stable. J. Econ. Theory Jfcaa I9». 
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42(1), pp. 30-49. California Institute of Tech- 
nology. 

LI, Lode; McKelvey, Richard D. and Page, 
Talbot — Optimal Research for Cournot Oli- 
gopolists 

An bligopolistic industry feces uncertain de- 
mand. Firms can conduct research prior to pro- 
duction, obtaining private data that is informa- 
tive of the unknown parameters of demand. 
Firm strategies thus consist of a level of re- 
search and a subsequent production strategy 
based on their research findings. The authors 
characterize the Bayes equilibrium of such a 
model when demand is linear, with unknown 
intercept, and the information structure has lin- 
ear conditional expectations. The authors com- 
pare the solution to an efficiency standard, find- 
ing inefficiencies even in the competitive limit. 
J. Econ. Theory, June 1987, 42(1), pp. 140- 
66. Massachusetts Institute ^Technology; Cali- 
fornia Institute of Technology; University of 
California, Los Angeles. 

MacLeod, W. Bentley — Behavior and the Or- 
ganization of the Firm 

In this paper a new way of distinguishing 
between cooperative and noncooperative orga- 
nizations is introduced. This distinction is based 
on well-known solution concepts and is applied 
to the problem of organizing production teams 
in a firm. Hie author’s first result demonstrates 
that income-sharing cooperative firms are not 
necessarily inefficient, as suggested in A. Al- 
chian and H. Demsetz (1972) and B. Holm- 
strom (1962). Second, it is shown that if a capi- 
talist firm is interpreted as a noncooperative 
organization, then it must be less efficient than 
corresponding cooperative organizations due to 
the additional monitoring of workers needed 
to stop shirking. Finally, m informal discussion 
is presented explaining w&y, despite their ap- 
parent advantages, more,cooperative firms are 
not observed hi practice. J. Compar. Econ. 
June 1967, 11(2), pp. 20ff»20. Queen's Univer- 
sity, Ontario. 4 

MacLeod, W. Bentl e y jgntry. Sunk Costs, 
aadMarket Structure 

Typically, models that sfftdy die role of rank 
— *- that tncumqfntffirms face entry 


by a single firm each period. In this paper, 
die set of equilibrium market structures that 
result when all firms are free to enter or exit 
and set prices each period are characterized. 
The effect of sunk costs on the market structure 
is examined and it is shown that sunk costs 
can take on various forms, each having a differ- 
ent effect on the set of equilibrium market 
structures. Costs that are sunk due to the exis- 
tence of product-specific capital do not in gen- 
eral deter entry. Rather, entry deterrence is a 
necessary outcome only when costs are sunk 
due to the time it would take to leave the mar- 
ket. Can.J. Econ., Feb. 1987, 20(1), pp. 140- 
51. Queen’s University, Ontario. 

Mariger, Randall P. — A Life-cycle Consump- 
tion Model with Liquidity Constraints: The- 
ory and Empirical Results 
A structural consumption model incorporat- 
ing endogenous liquidity constraints is fit to a 
cross section of 798 U.S. families. Liquidity 
constrained families are estimated to constitute 
19.4 percent of the population sampled, a group 
that accounts for 16.7 percent of consumption 
in the population sampled. In-sample simula- 
tions of the model suggest that a temporary 
tax has three to four times more impact on ag- 
gregate consumption than it would if liquidity 
constraints were not in effect. Econometrica, 
May 1987, 55(3), pp. 533-57. University of 
Washington. 

Masldn, Eric and Tirole, Jean — A Theory of 
Dynamic Oligopoly, III; Cournot Competi- 
tion 

The authors study the Markov perfect equi- 
librium (MPE) of an alternating move, infinite- 
horizon duopoly model where the strategic vari- 
able is quantity. They exhibit a pair of differ- 
ence-differential equations that, when they 
exist, differentiable MPE strategies satisfy. For 
quadratic payoff functions, they solve these 
equations in closed form and demonstrate that 
the MPE corresponding to the solution is die 
limit of the finite-horizon equilibria as the hori- 
zon tends to infinity. The authors conclude with 
a discussion of adjustment costs and endogeni- 
zatkm of the timing. Evrop. Econ. Rev., June 
1967, 31(4). pp. 947-68. Harvard University; 
Massachusetts Institute of Technology. 
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Matthew*, Steven — Comparing Auctions for 
Risk Averse Buyers: A Buyer’s Point of View 
Buyer's preferences over auctions depend on 
their measure of absolute risk aversion. If it is 
constant and they have independent private val- 
ues, they are indifferent between a first-price 
auction (FPA), a second-price auction (SPA), 
and a first-price auction in which the number 
of bidders is revealed before bids are taken 
(FPA-R). If they have decreasing absolute risk 
aversion, they prefer the SPA to the FPA-R 
to the FPA. Their preference for the SPA is 
diminished to the extent that their values are 
affiliated. Affiliation also causes them to prefer 
the number of bidders to be revealed, whereas 
the seller then prefers to keep it secret. Econo- 
metrica, May 1987, 55(3), pp. 633-46. North- 
western University and the University of Penn- 
sylvania. 

Meran, Georg and Wolfitetter, Elmar — Opti- 
mal Risk Shifting vs. Efficient Employment 
in Illyria: The Labor-Managed Firm under 
Asymmetric Information 
Using an optimal-contract framework, the re- 
cent literature showed how labor-managed 
firms can reach efficient employment, internal 
risk sharing, and risk shifting to outside inves- 
tors if all information is public. This paper ana- 
lyzes the labor-managed firm under asymmetric 
information between members and investors, 
and explores one-period arrangements in a way 
which parallels the recent work on optimal 
wage-employment contracts in capitalist firms. 
The main result is that, contrary to the Coase 
j theorem, the two specifications of property 
I rights entail different allocations of risk and em- 
ployment. It is also shown how long-term ar- 
rangements ease the conflict between optimal 
employment and risk shifting. J. Compar. 
Earn., June 1987, 11(2), pp. 163-79. Free 
University of Berlin. 

Okugwchi, Kofi — Equilibrium Prices in the 
Bertrand and Cournot Oligopolies 1 
The equilibrium prices for the Bertrand and 
Cournot oligopolies with product differentiation 
a** compared. If all firms have linear demand 
and coat functions and in addition, die Jaco- 
bin matrixof the demand functions has a domi- 
nant negative diagonal, the Cournot equilib- 


rium prices are now* lower than the Bertrand 
ones. The general condition for the comparison 
of the Bertrand and Cournot equilibrium prices 
can be derived even if the nonlinearity is in- 
volved in the cost and/or demand functions. /. 
Earn. Theory, June 1987, 42(1), pp. 128-39. 
Tokyo Metropolitan University. 

Osborne, Martin J. and PHchik, Carolyn — 
Cartels, Profits, and Excess Capacity 
A model of a collusive duopoly in which each 
firm has limited capacity is studied. Hie negoti- 
ated output quotas depend on the bargaining 
power of the firms, which derives from the dam- 
age the firms can do by cutting prices. For fixed 
capacities, the unit profit of the small firm is 
at least as large as that of the large firm, and 
the relative position of the small firm is better 
when demand is low. When the capacities can 
be chosen once-and-for-all, there is excess ca- 
pacity in equilibrium so long as the cost of ca- 
pacity is not too high. lnt. Econ. Rev., June 
1987, 28(2), pp. 413-28. McMaster University, 
Canada; University of Toronto. 

Panzar, John C. and Roue, James N. — Testing 
for “Monopoly" Equilibrium 
This paper develops a very general test for 
“monopoly." Using standard comparative stat- 
ics analysis, the authors derive testable restric- 
tions on the firm’s reduced-form revenue equa- 
tion which must be satisfied by any profit- 
maximizing firm whose choices are not affected 
by either strategic interactions or the threat of 
entry. For such an unfettered monopolist, the 
sum of the factor price elasticities of the re- 
duced-form revenue equation must be nonposi- 
tive. The set of interesting alternative hypothe- 
ses is not empty. The authors develop simple 
models of oligopolistic, competitive, andmonop- 
olistkally-coinpetitive markets for which this 
test statistic may take on positive values. J. ItuL 
Econ., June 1987, 35(4), pp. 443-56. North- 
western University; Stanford University. 

Ravallion, Martin — On Expectations Forma- 
tion when Future Welfare Is Contemplated 
People often seem to gain present satisfa c ti o n 
from contemplating a favorable future. This pa- 
per examines the implications of such behavior 
for expectations formation. F o r mall y, mtitfcrri 
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tion Is said to be derived from “contemplation” 
whenever ex post utility depends on expecta- 
tions independently of their bearing on ex ante 
actions. Contemplation is shown to be neces- 
sary and sufficient for informationally biased 
forecasting in a model of the intertemporal con- 
sumption decision. Thus the Muth- rationality 
of expectations requires restrictions on the (de- 
rived) preference ordering over expectations 
and realizations which preclude contemplation. 
Bias tests of surveyed expectations are given a 
choice-theoretic interpretation. Kyklos, 1986, 
39(4), pp. 564-73. Research School of Pacific 
Studies, Australian National University. 

Waldman, Michael — Noncooperative Entry 
Deterrence, Uncertainty, and the Free Rider 
Problem 

Previous authors who have considered the 
issue of noncooperative entry deterrence have 
not found the free-rider problem to be a signifi- 
cant factor. These authors, however, have only 
considered models in which the exact invest- 
ment needed to deter entry is known with cer- 
tainty. The author adds uncertainty to the mod- 
els investigated by these previous authors, and 
demonstrates that the free-rider problem can 
be significant. That is, for certain types of entry 
deterring investments the introduction of un- 
certainty causes the oligopoly to underinvest 
in entry deterrence; however, for other types 
no underinvestment result arises. Rev. Earn. 
Stud., Apr. 1987, 54(2), pp. 301-10. University 
of California, Los Angeles. 

Zaghini, Enrico — Natural Prices and Market 
Prices. An Interpretation of the Walrasian 
Theory of Accumulation 
This paper analyzes the relationship between 
classical price theory and Walrasian price the- 
ory. It is shown how the two classical notions 
of market prices and of natural prices are inte- 
gral and inseparable aspects of the classical con- 
ception of the competitive mechanism of capital 
accumulation. It is argued that the proper com- 
parison of classical and Walrasian price theories 
cannot be made if we consider the exchange 
and production model in which capital goods 
are exclusively considered. It is shown how the 
Walrasian accumulation theory constitutes the 
foundation of the classical concep- 


tion of natural prices. Econ. Notes, Apr. 1986, 
(1), pp. 10-59. University of Rome. 

Q£3 Macroeconomic Theory 

Allsbrook, Ogden O. and Gilliam, Kenneth 
P. — An Attenuated Exposition of the Ram- 
sey-Keynes Rate of Saving 
Using a simplified format common to both 
Ramsey and Keynes savings arguments, the 
Ramsey argument is redeveloped and, where 
Keynes’ argument seemingly differs, is trans- 
lated into the format which generalizes Ram- 
sey’s rule. With this common approach, 
relationships between capital, income, con- 
sumption, saving, and assumptions for the opti- 
mal saving rate are determined. Econ. Notes, 
1986, (3), pp. 70-84. University of Georgia; 
Kennesaw College. 

Andersen, Torben M. — Effective Demand, 
Differential Information and the Multiplier 
The paper develops a rigorous model of the 
interaction between employment, income and 
demand. It is shown that when agents are differ- 
ently informed about the income generated in 
the economy, aggregate demand shocks create 
a Keynesian-type unemployment. Moreover, 
the model explains nominal wage/price sticki- 
ness and a multiplier effect so as to imply that 
a larger burden of adjustment is taken by quan- 
tities rather than prices. Econ. J., June 1987, 
97(386), pp. 353-71. University of Aarhus, 
Denmark. 

d’Autume, Antoine and Michel, Philippe — Ws- 
gquilibre g£n£ral et investissement (General 
Disequilibrium and Investment) 

The authors analyze an intertemporal dis- 
equilibrium macroeconomic model under per- 
fect foresight and with a fixed real wage. The 
focus is on investment behavior derived from 
an intertemporal optimization. The introduc- 
tion of overtime work ensures the absence of 
discontinuities between regimes. This enables 
the authors to clarify the respective roles of 
the real wage level, autonomous demand, and 
expectations in the determination of the level 
of output both in the short and long run. Ann. 
Econ. Statist., Oct./Dec. 1966, (4), pp. 23-61 
(French). University of Paris*! and Laboratoirc 
d'Economie Politique de TENS; Centre & 
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Math£matiques Economiques et d'lnformati- 
que. University of Pari* -I. 

Blanchard, Olivier J. and Summers, Law- 
re nee H. — Fiscal Increasing Returns, Hys- 
teresis, Real Wages and Unemployment 
European unemployment is widely regarded 
as a problem of excessive real wages. It is often 
stressed that there is a sharp conflict between 
the interests of those currently employed and 
the unemployed. This paper shows that this 
conflict is less acute than is usually thought. 
It shows that, because of a kind of fiscal increas- 
ing returns, increases in employment in Europe 
are likely to be associated with rising real take- 
home pay for workers because economic expan- 
sion makes possible reductions in taxes suffi- 
ciently large to offset any diminishing returns 
to labor. Under a variety of plausible condi- 
tions, tax cuts would succeed in stimulating em- 
ployment. Europ. Econ. Rev., Apr. 1987, 3 J (3), 
pp. 543-60. Massachusetts Institute of Technol- 
ogy and National Bureau of Economic Re- 
search; Harvard University and National Bu- 
reau of Economic Research. 

Br6dy, Andris; Martinis, Katalin and Sajd, 
Konstantin — An Essay on Macroeconomics 
Theoretical tools of constructive therm ody- 
lamics can be applied to analyze the change 
jf the macroscopic variables of a given economic 
iubsystem. In close analogy to the entropy func- 
ion, a Z potential function, depending only on 
he macroscopic variables, may be set up and 
ihall be clearly increasing during regular eco- 
K>mic processes. Acta Oecon . , 1985, 35(3-4), 
ip. 337-43. Institute of Economics, Hungarian 
leademy of Sciences, Budapest; Eotvds Loritnd 
University, Budapest; E6tv6s Lorind Univer- 
uty, Budapest. 

Chopra, Ajai and Montiel, Peter J. — Output 
and Unanticipated Money with Imported In- 
termediate Goods and Foreign Exchange Ra- 
tioning 

This paper develops a simple "new classical'' 
rtf octural model that includes several features 
M®ly to be ofimportance in developing coun- 
The economy is modeled ms an open ecoo- 
«*y dong Mundell-Fleming lines, imported 


intermediate goods are introduced, and foreign 
exchange is assumed to be rationed. A reduced- 
form output equation is derived from this 
model, which is a generalization of its dosed- 
economy analog. After the properties of the 
model are analyzed, the reduced-form output 
equation is estimated for the Philippines. The 
empirical results conform quite closely to the 
predictions of the model. Int. Monet. Fund 
Staff Pap., Dec. 1986, 33(4), pp. 697-721. 
Internationa] Monetary Fund, Washington, 
D.C. 

Darity, William A., Jr. and Cottrell, Allin F. — 

Meade’s General Theory Model: A Geomet- 
ric Reprise 

James Meades 1937 two-sector formalization 
uf Keynes's General Theory is reconsidered in 
some detail. This paper developes a geometric 
scheme that facilitates the use of comparative 
statics in working with the Meade model to 
demonstrate the richness of its possibilities. 
The paper also argues that the Meade model 
might have provided a superior starting point 
for the development of algebraic interpretation* 
of Keynes’s system when compared with John 
R. Hicks’s 1S-LL framework, particularly since 
the Meade model affords a direct bridge toward 
James Tobin's monetary transmission mecha- 
nism. J. Money, Credit, Banking, May 1987, 
19(2), pp. 210-21. University of North Carolina; 
Elon College. 

Flemming, J. S. — Wage Flexibility and Em- 
ployment Stability 

How is the variance of employment affected 
by the speed of response of money wages to 
labor market disequilibrium? This is considered 
in a model which, apart from partial adjustment 
of the wage, is neoclassical, including rational 
expectations. Output is determined by demand 
which, like supply, is subject to shocks which 
affect employment. A foster wage response in- 
creases the impact of shocks on employment. 
In some cases this outweighs the efcct of speed- 
ier equilibration, supporting an as s er tion of 
Keynes's. Since dm nominal wage that is given 
in the short-run monetary policy is important, 
several variants are considered. Oxford Ram. 
Pap.. Mar. 1987, 39(1), pp. 161-74. Bonk of 
England and Nuffield College, Oxford - t- 
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Greenfield, Robert L. — Walras’s Law in Mac- 
roeconomic Disequilibrium 
Does Walras’s Law hold in general disequi- 
librium? This note finds in the affirmative. 
Against a depression’s unmistakably effective 
excess supplies of goods and services stands an 
effective excess demand for money. Expressed 
in terms of effective excess demands, Walras's 
Law, for from the equilibrium condition that 
some writers portray, is a tool of disequilibrium 
analysis. Hie Law reminds us how effective and 
notional demands diverge in the first place and 
why any apparent failure of effective demand 
for currently produced output stems from at- 
tempts to hold cash balances adding up to more 
money than actually exists. Australian Econ. 
Pap., Dec. 1986, 25(47), pp. 257-60. Fairleigh 
Dickinson University. 

Greenwald, B. and Sti glitz, J. E. — Keynesian, 
New Keynesian and New Classical Econom- 
ics 

Formal developments of Keynes’s General 
Theory, while attempting to achieve a new 
classical synthesis of the realities of observed 
macroeconomic fluctuation and unemployment 
with classical microeconomics, have come to 
be surprisingly closely tied to the old classical 
models. Keynes’s insights have been reduced 
largely to an assumption of nominal price rigidi- 
ties. In fact, Keynes's original qualitative ap- 
proach contained a much richer description of 
economic reality. This paper describes how 
fully rational microeconomic models incorporat- 
ing imperfect information and incomplete mar- 
kets, very much in the Keynesian tradition, im- 
ply macroeconomic behavior that encompasses 
most of the qualitative insights of the General 
Theory. Oxford Econ. Pap., Mar. 1987, 39(1), 
pp. 119-33. Bell Communications Research, 
Morristown, New Jersey; Princeton University 
and the Hoover Institution, Stanford Univer- 
sity. 

Marini, Giancarlo — Price Variability, Supply- 
Side Policies and Monetary Rules 
Wage-subsidy policies or demand manage- 
ment are equally effective in stabilizing output 
about its frictionless level in Fischer-Gray pre- 
determined labor-contracts models. However, 
if the authorities are also conce r ned with price 


variability, the optimal monetary rule is unam- 
biguously superior. Economica, Feb. 1987, 
54(213), pp. 109-11. London School of Eco- 
nomics. 

Newell, A. and Symons, J. S. V. — Corpora- 
tism, Laissez Faire, and the Rise in Unem- 
ployment 

This paper studies the relationship between 
wage-setting institutions and the behavior of 
unemployment in a number of countries. It ar- 
gues that laissez-faire wage setting generates 
a high and often variable unemployment rate. 
Corporatism, wage setting by central organiza- 
tions commanding the obedience of individual 
workers and employers, can generate a lower 
wage rate and a higher employment. This theo- 
retical analysis in complemented by economet- 
ric work, and by discussion of the institutions 
of Sweden, Germany, the United Kingdom, Ja- 
pan, and the United States. Europ. Econ. Rev., 
Apr. 1987, 31(3), pp. 567-605. London School 
of Economics. 

Patterson, Kerry David — The Development of 
Expectations Generating Schemes Which 
Are Asymptotically Rational 
As an alternative to the hypothesis of fully 
rational expectations, this study develops the 
concept of asymptotically rational expectations, 
and applies it in the problem of model design. 
Easily applied conditions are derived to ensure 
asymptotic rationality and several models are 
developed which satisfy these conditions. The 
connections are shown between developments 
of the adaptive expectations hypothesis and, in- 
ter alia, error-correction mechanisms. The 
ideas are illustrated with the Livingston price- 
expectations data, Scott. J. Polit. Econ., Feb. 
1987, 34(1), pp. 1-18. University of Reading, 
England and Bank of England. 

Phaneuf, Louis — Prop rid tds dynamiques des 
(noddles du cycle k controls dchekmnds (The 
Dynamic Properties of Staggered Contracts 
Models) 

This paper investigates the robustness of the 
dynamic properties of staggered -contracts mod- 
els. The author first analyzes the persistence 
of several different types of shocks in a model 
with constant nominal wages over the life of 
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ie contracts. The dynamic pattern of the ef- 
scts of some types of shocks suggests problems 
rith the staggered-contracts formulation. Sec- 
md, it is shown that under the assumption of 
ariable nominal wages during contracts, the 
fleets of all shocks last only one period despite 
te existence of two-period nominal rigidities. 
'an. J. Econ., Feb. 1987, 20(1). pp. 123-39 
7 rench). University of Quebec at Montreal. 

eynolds, Peter J. — Wage Rises and Income 
Distribution — A Note 

This paper examines the effect of money- 
rage increases on manual labor’s share of value 
dded for the U.K. manufacturing sector using 
core-periphery model. An increase in the rate 
money-wage increases, for example from 10 
lercent to 11 percent, constrains firms’ mark- 
js and thereby increases manual labor’s share 
y an estimated 1 percent immediately and by 
further 1 percent if the higher rate of wage 
ncreases is sustained. For an open economy, 
nanual labor’s share would be further in- 
eased, depending on the source of inputs and 
ie extent to which material prices keep pace 
rith wage costs. Manchester Sch. Econ. Soc. 
tud.. Mar. 1987. 55(1), pp. 77-87. North Staf- 
irdshire Polytechnic, England. 

owe, Nicholas — An Extreme Keynesian 
Macro-economic Model with Formal Micro- 
economic Foundations 

This paper presents a formal general -equilib- 
ium model of a monetary economy in which 
;ents‘ decision rules are derived from the un- 
erlying preferences, technology, endow- 
ments, and information. Finns face kinked de- 
mand curves for the reason given by J. Stiglitz 
1979) — customers know the price at their cur- 
ent firm but not at other firms. The results 
re compatible with extreme Keynesian macro- 
conomic predictions, as p r e sen ted by 
». Woglom (1982). There is no automatic ten- 
ency to full employment, and a change in the 
money supply may cause a permanent change 
l real output with no change in prices. Can. 

■ Eoon.. May 1987, 20(2), pp. 306-20. Carleton 
University, Ontario. 

«arth, Wfflhun M. — Can Economic Growth 
Make Monetarist Arithmetic Pleasant? 


A monetarist policy rule requires bond-fi- 
nanced budget deficits, and this policy is feasi- 
ble if the real growth rate exceeds the after- 
tax interest rate. The author assumes this condi- 
tion is met, but still finds that bond-financed 
deficits lead to larger output deviations than 
do money-financed deficits. The model involves 
rational expectations, sticky prices in die short 
run, and natural rate features in full equilib- 
rium. A significant attempt is made to avoid 
the Lucas critique, since the rate of price ad- 
justment is allowed to depend on deficit-financ- 
ing policy as dictated by the microeconomic 
underpinnings. Southern Econ. Apr. 1967, 
53(4), pp. 1028-36. McMaster University, Can- 
ada. 

Sneessens, Henri R. — Investment and the In- 
flation-Unemployment Tradeoff in a Macro- 
economic Rationing Model with Monopolistic 
Competition 

This paper develops a stylized macroeco- 
nomic disequilibrium model in which the three 
regimes of Keynesian unemployment, classical 
unemployment, and repressed inflation are ex- 
plicitly distinguished, and wherein prices and 
the capital stock are endogenously determined 
by profit-maximizing firms. The framework is 
one of monopolistic competition, and die 
macroeconomic price and employment relation- 
ships are derived by explicit aggregation over 
individual firms. Because different firms can be 
in different regimes, the three regimes listed 
above always coexist at die aggregate level, and 
do so in proportions that may vary through 
time. Europ. Econ. Rev . , Apr. 1967, 31(3), pp. 
781-808. Catholic University of Louvain and 
Faculty Libre de Sciences Eoonomiques de 
Lille, France. 

Sweeney, Richard J. — Some Macro Implica- 
tions of Risk 

Using the capital asset pricing model as die 
financial sector of a conventional rational-expec- 
tations macro model, an increase in cipected 
inflation reduces die long-run capital stock, 
contrary to the usual result. This occurs because 
the induced foil in real habmctn i n creases equi- 
ty's share in die market, raises equity’s heta 
and discount rate, and reduces luveaUiauL 'In- 
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gate demand reduce the capital stock, while 
increases in the variance of inflation raise the 
stock. A proportionate increase in both vari- 
ances reduces the captial stock. /. Money, 
Credit, Banking, May 1987, 19(2), pp. 222-34. 
Claremont McKenna College and Claremont 
Graduate School. 

Woods, J..E. — On the Matrix Multiplier 
The multiplier is usually treated within the 
context ofr expenditure models, either aggregate 
or multi-sectoral, with the emphasis mainly, if 
not solely, on propensities to save. The restric- 
tiveness of this approach can be appreciated 
once incomes are divided into wages and prof- 
its. Then, the multiplier depends not only on 
the conditions of production and the distribu- 
tion of income but also, in a multi-sector model, 
on the different consumption patterns. The pur- 
pose of this paper is to give an account of a 
general matrix multiplier, dependent on these 
four sets of factors, and to consider certain spe- 
cial cases. Econ. Notes, Apr. 1986, (1), pp. 167- 
78. University of London. 

Wulwick, Nancy J. — The Phillips Curve: 
Which? Whose? To Do What? How? 

Often we read in the press that “economists 
disagree.” Indeed, the title of this essay points 
to discord. There are several Phillips curves 
which represent an inverse relation between 
inflation and unemployment. Applying the 
methodology of scientific research programs, 
this essay analyzes why economists have fo- 
cused on the Phillips relation and explains how 
competition between economists has led to de- 
velopment of different Phillips models. The ap- 
proach is historical while the concern is eco- 
nomic methodology. The conclusion contrasts 
the importance of competing models in eco- 
nomics with that in mathematics and the natural 
sciences. Southern Econ. J. , Apr. 1987, 53(4), 
pp. 834-57. LeMoyne College. 

AM Welfare Theory 

Berrebi, Z. M. and 8 fiber, Jacques G. — Dis- 
persion, Asymmetry and the Gini Index of 
Inequality 

The paper shows that the vfljue of the Gini 
Index of Inequality (Ccmomfemon) depends on 

y 1 


the skewness of die income distribution. It 
first proved that the Gini Index belongs to th 
family of relative mean deviations. Then a nc 
asymmetry index is defined which allows on 
to show that the Gini Index of symmetric distr. 
buttons is always smaller or equal to one-hall 
whereas a necessary condition for the Gini In 
dex to be greater than one-half is that the distr 
button be skewed to the right, lnt. Econ. Rev. 
June 1987, 28(2), pp. 331-38. Bar-Ilan Univei 
sity, Israel. 

Buchanan, James M. — Towards the Simpl 

Economics of Natural Liberty: An Exploi 

atory Analysis 

Individuals with legally protected endow 
ments have incentives to allow maximal iibe 
ties of purchase or sale to persons on the oppos 
ing sides of potential trades. Unless overtl 
restricted, potential buyers and sellers will b 
allowed freedom of entry into all market, 
thereby insuring maximization of combine* 
consumer and producer surplus or rent. Sine 
liberty, as defined, is a valued but not a scare 
good, it is optimally utilized when it is no 
valued at the margin. The relationship betweei 
liberty and rent is examined, and individual 
have incentives to extend liberties to other 
as means of protecting their own rents. Kyklos 
1987, 40(1), pp. 3-20. George Mason Univer 
sity. 

Meyer, Margaret A. and Mookheijee, Dilip- 

Incentives, Compensation, and Social Wei 

fare 

Alternative wage structures under condition 
of moral hazard are analyzed from a social- we ! 
fare standpoint. It is argued that ex post equif 
judgements in an uncertainty context shouh 
incorporate a preference for "positive correlt 
tton” of utilities of different individuals. In th' 
design of compensation schemes, this may giv* 
rise to a conflict between ex post equity objec 
fives and the need to provide effort incentive: 
relative performance clauses in compensatfoi 
schemes that are useful for providing incentive 
are undesirable from an ex poet equity stand 
point. Rev. Econ. Stud., Apr. 1967, 54(2), pp 
209-26. St. John’s College, Oxford and Stanfon 
University: Stanford University. 
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Pyatt, Graham — Measuring Welfare, Poverty 
and Inequality 

A class of poverty measures is identified, the 
members of which satisfy strong monotonicity 
and transfer conditions. These measures are 
closely related to indices of income inequality 
based on the notion of a mean-equivalent in- 
come. A restriction on the class of admissible 
measures allows poverty to be interpreted in 
terms of the loss in mean-equivalent income 
resulting from the fact that some people are 
poor. £con. /., June 1987, 97(386), pp. 459- 
67. University of Warwick. 

Satchell, Stephen E. — Source and Subgroup 
Decomposition Inequalities for the Lorenz 
Curve 

In this note, the author derives inequalities 
on the Lorenz curve of an aggregate income 
distribution in terms of the Lorenz curves of 
its constituent parts. These parts are made up 
of different income sources in one case and dif- 
ferent groups in another. These inequalities are 
applied to the class of linear inequality mea- 
sures to derive a further set of inequalities. The 
method of proof for the Lorenz inequalities is 
based on statistical arguments involving the use 
of asymptotic theory. Int. Econ. Rev., June 
1987, 28(2), pp. 323-29. Trinity College, Cam- 
bridge. 

Tinari, Frank D. — Reducing Income Inequal- 
ity Is Not the Only "Equitable” Fairness Cri- 
terion 

Many allegations of “unfairness’’ in distribu- 
tional policy are based predominantly on the 
criterion of income-inequality reduction. But 
a more equal income distribution is not the 
sole standard forjudging distributional equity. 
Alternative equity criteria may or may not be 
consistent with that of reducing income in- 
equality. After discussing the efficiency-equality 
tradeoff, this paper examines the tradeoffs exist- 
ing among equity criteria. It applies four equity 
criteria to two public-policy issues to determine 
to what extent they may be judged ‘‘equitable, 
finding that steel-import tariffs foil most equity 
criteria, but eliminating the minimum wage for 
teenagers generates favorable equity effects. 

Sac. Econ., Apr. 1987, 45(1), PP- 77-91. 
Seton Hail University. 


0X5 Social Choice 

Guttman, Joel M. — A Non -Cournot Model of 
Voluntary Collective Action 
The interaction of selfish, rational actors in 
the provision of a public good is analyzed in 
an attempt to explain recent experimental find- 
ings as well as real-world cases of voluntary 
collective action. The model, which allows for 
more sophisticated behavior than that assumed 
by the conventional Cournot theory, predicts 
a higher level of collective action than that the- 
ory. The impacts of income effects and of the 
price elasticity of demand for the public good 
are given special emphasis. Economica, Feb. 
1987, 54(213), pp. 1-19. Bar-Uan Univerrity, 
Israel. 

Mueller, Dennis C. — The Growth of Govern- 
ment: A Public Choice Perspective 
The focus of this review is on explanations 
of government size that stem from the literature 
on public choice. The various explanations are 
grouped into five categories: (1) government 
as provider of public goods and eliminator of 
externalities; (2) government as redistributor of 
income and wealth; (3) interest groups; (4) the 
bureaucracy; and (5) fiscal illusion. These five 
explanations in turn reflect two opposing con- 
ceptualizations of the state: the citizen over die 
state, and the state over the citizen. Although 
no single explanation for government size is 
found to have overwhelming logical and empiri- 
cal support, some merit is found in several pub- 
lic-choice arguments. Int. Monet. Fund Staff 
Pap., Mar. 1987, 34(1), pp. 115-49. University 
of Maryland. 

0X6 Economics of Uncertainty and Isfanuta; 

Game Theory and Bargaining Theory 

Banks, Jeffrey S. and Sobel, Jon! — Equilibrium 
Selection in Signaling Games 
The authors introduce a new solution con- 
cept, divine equilibrium, which refines die set 
of sequential equilibria in signaling games by 
requiring that off-the-equilibrium-path- beliefs 
satisfy an additional re s tric ti on. This restriction 
rules out implausible sequential equilibria in 
examples. Divine equilibria exist beca u s e a se- 
quential equilibrium that foils to bs^vtas can- 
not be in a stable component The srth wdwn 
onstrate through ex— i pfei that tha staMs 
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component of signaling games is typically 
smaller than the set of divine equilibria and 
present a characterization of the set of stable 
outcomes in generic signaling games. Econome - 
tried. May 1987, 55(3), pp. 647-64. Rochester 
University; University of California, San Diego. 

Bernheim, B. Douglas; Peleg, Bezalel and 
Whinstoa, Michael D. — Coalition-Proof 
Nash Equilibria: Concepts 
In an important class of “noncooperative” en- 
vironments, it is natural to assume that players 
can freely discuss their strategies, but cannot 
make binding commitments. In such cases, any 
meaningful agreement between the players 
must be self-enforcing. Although the Nash best- 
response property is a necessary condition for 
self-enforceability, it is not sufficient — it is in 
general possible for coalitions to arrange plausi- 
ble, mutually-beneficial deviations from Nash 
agreements. The authors provide a stronger 
definition of self-enforceability, and label the 
class of efficient self-enforcing agreements “co- 
alition-proof." J. Econ. Theory, June 1987, 
42(1), pp. 1-12. Stanford University; Hebrew 
University, Israel; Harvard University. 

Bernheim, B. Douglas and Whins ton, Michael 
D. — Coalition-Proof Nash Equilibria: Appli- 
cations 

In Bernheim, Peleg, and Whinston (1967), 
the authors proposed the notion of coalition- 
proof Nash equilibrium and perfectly coalition- 
proof Nash equilibrium as solution concepts for 
strategic environments in which players can 
freely discuss their strategies, but cannot make 
binding commitments. This paper undertakes 
applications to several economic problems, in- 
cluding the behavior of Cournot oligopolists, 
oligopolistic entry deterrence, cooperation in 
finite horizon games, and social-choice rule im- 
plementation. J. Econ. Theory, June 1987, 
42(1), pp. 13-29. Stanford University; Harvard 
University. 

Ch a tt eijee, Kalyas and SamueUon, Larry — 
Bargaining with Two-Sided Incomplete Infor- 
mation: An Infinite Horizon Model with Al- 
ternating Offers 

This paper examines an infinite -horizon bar- 
gaining model, incorporating two-sided incom- 
plete Information, uncertainty conce rn ing die 


potential gains from trade, an illumination of 
interesting qualitative bargaining issues, and 
plausible equilibria. These features have pow- 
erful implications. A Nash equilibrium exists, 
and is generically both unique and sequential. 
Comparative static implications of variations in 
the game’s specifications are developed. The 
authors find that natural indications of bargain- 
ing strength emerge from the model, and estab- 
lish the intuitive result that an increase in a 
player’s relative bargaining strength makes that 
player more likely to capture the gains from 
bargaining. Rev. Econ. Stud. , Apr. 1987, 54(2), 
pp. 175-92. Pennsylvania State University. 

Cheng, Hsueh-Cheng; MagiO, Michael J. P. 
and Shafer, Wayne J. — Some Results on 
Comparative Statics under Uncertainty 
This paper presents results on comparative 
statics for a class of decision problems under 
uncertainty. Necessary and sufficient conditions 
are derived for parameter changes and stochas- 
tically dominant shifts in the return in the two- 
asset portfolio problem. These results give con- 
ditions for the demand for money to be in- 
versely related to the rate of interest. Further 
applications include the qualitive behavior of 
aggregate savings under uncertainty and the 
production decision of a firm feeing price uncer- 
tainty. Int. Econ. Rev., June 1987, 28(2), pp. 
493-507. University of Southern California. 

Cram ton, Peter; Gibbons, Robert and Klem- 
perer, Paul — Dissolving a Partnership Effi- 
ciently 

Several partners Jointly own an asset that may 
be traded among them. Each partner has a valu- 
ation for the asset. The valuations are known 
privately and drawn independently from a com- 
mon probability distribution. The authors char- 
acterize the set of all incentive-compatible and 
interim individually-rational trading mecha- 
nisms, and give a simple necessary and suffi- 
cient condition for such mechanisms to dissolve 
the partnership ex poet efficiently. A bidding 
game is constructed that achieves such dissolu- 
tion whenever it is possible. Despite in com- 
plete information about the valuation of the as- 
set, a partnership can be dissolved ex post 
efficiently provided no single partner owns too 
large a share. Eoonometrica, May 1987, 55(3), 
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pp. 615-32. Yale University; Massachusetts In- 
stitute of Technology; St. Catherine's College. 
Oxford University. 

Engers, Maxim — Signalling with Many Signals 
This paper examines a market with asym- 
metric information where there are many signals 
available and where both the costs of signaling 
and the product value may depend on many 
privately known characteristics. Under a weak 
condition on the relationship between the mar- 
ginal cost of increasing the signals and the prod- 
uct value, a separating set exists whereby the 
value of every seller’s product is inferred from 
the seller’s optimal choice of signals. The sepa- 
rating set constructed is Pareto dominant and 
corresponds to recently proposed equilibrium 
notions in signaling and screening models. 
Econometrica, May 1987, 55(3), pp. 663-74. 
University of Virginia. 

Cal-Or, Esther — First Mover Disadvantages 
with Private Information 
The author considers a leader-follower game 
with output quantities as strategies, so as to 
demonstrate the reduced advantages of the 
Stackleberg leader in a stochastic environment 
with private information. At the equilibrium, 
the strategy of the leader reveals to the follower 
information about the demand. In an attempt 
to signal low demand, the leader contracts his 
output. Nevertheless, unless the leader’s infor- 
mation is infinitely noisy, the follower can al- 
ways correctly infer his signal. The author finds 
a wide range of parameter values over which 
the follower is better-off compared to the 
leader. Rev. Econ. Stud . , Apr. 1987, 54(2), pp. 
279-92. University of Pittsburgh and Technion- 
Israel Institute of Technology. 

Hagerty, Kathleen M. and Rogerson, William 
P. — Robust Trading Mechanisms 
This paper considers the problem of design- 
ing a trading Institution for a single buyer and 
toller when their valuation of the good is private 
information. It is shown that pested-price 
mechanisms are essentially the only mecha- 
nisms such that each trader has a dominant 
strategy. A potted-price mechanism is one 
when a price is posted in advance and trade 
°ocun if, and only i£ all traders agree to trade. 


J. Econ. Theory, June 1987, 42(1), pp. 94-107. 
Northwestern University. 

Nalebuff, Barry and Scharf stein, David — Test- 
ing in Models of Asymmetric Information 
This paper explores the role of testing in mod- 
els of asymmetric information. The authors 
demonstrate conditions under which testing for 
underlying characteristics can overcome ad- 
verse selection problems and lead to a full-infor- 
mation competitive equilibrium. This paper 
provides a more general statemept of J. Mirr- 
lees’s result on the optima] use of infinite fines. 
Where testing cannot folly resolve the prob- 
lems associated with asymmetric information, 
the authors outline the source of the difficulties. 
In problems with asymmetric information, test- 
ing to discover an agent’s chosen action or un- 
derlying characteristics may significantly re- 
duce the cost of moral hazard and adverse 
selection. Rev. Econ. Stud., Apr. 1987, 54(2), 
pp. 265-77. Princeton University; Harvard 
University. 

Palfrey, Thomas R. and Srivastava, San jay — 
On Bayesian Implementable Allocations 
This paper identifies several social-choice 
correspondences which are or are not fully im- 
plementable in economic environments when 
agents are incompletely informed about the en- 
vironment. The authors show that in contrast 
to results in the case of complete information, 
neither efficient allocations nor core allocations 
define implementable social-choice correspon- 
dences. The authors also identify conditions un- 
der which the Rational Expectations Equilib- 
rium correspondence is implementable. The 
authors extend the concepts of fair allocations 
and Lindahl allocations to economies with in- 
complete information, and show that envy-free 
allocation and Lindahl allocations are imple- 
mentable under some conditions while for allo- 
cations are not. Rev. Econ. Stud., Apr 1967, 
54(2), pp. 193-206. California Institute of Tech- 
nology; Camegie-MeUon University. 

Thomson, William — Monotonicity of Bargain- 
ing Solutions with Respect to the Disagree- 
ment Point 

The author investigates whether the beat 
known solutions to the ba rgainin g p r ob le m rc- 
spond app ropriately to ce rtai n changer hi the 
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disagreement point d, for a fixed feasible set. 
If d) increases, while for each j i* i, dj remains 
constant, then these solutions recommend an 
increase in agent fs payoff, in agreement with 
intuition. However, the stronger requirement 
that agent i be the only one to gain is not gener- 
ally met. J. Econ. Theory, June 1987, 42(1), 
pp, 50-58. University of Rochester. 

Wooders, Myras Holtz and Zame, William 
R. — Large Carnes; Fair and Stable Outcomes 
The authors establish that for a broad class 
iff large games with sidepayments, fair out- 
comes are nearly stable. More precisely, the 
Shapley value of a large game is in the e-core 
and e is very small if the game is very large. 
Hie proof uses two other results of independent 
interest: for large games the power of improve- 
ment is concentrated in small coalitions; and 
the Shapley value of a small syndicate acting 
together is nearly the sum of the Shapley values 
which accrue to the members acting alone. /. 
Econ. Theory, June 1987, 42(1), pp. 59-93. 
University of Toronto; State University of New 
York, Buffalo. 

027 Economics of Centrally Planned Economies 
Bonin, John P. and Fukuda, Wataru — Control- 
ling a Risk-Averse, Effort-Selecting Manager 
in the Soviet Incentive Model 
In this paper the authors establish the robust- 
ness of the comparative static results under 
managerial risk aversion and discretionary be- 
havior for the Bonin- and Weitzman-type Soviet 
incentive schemes. Specifically, they show that 
the self-imposed target (forecasted perfor- 
mance) responds appropriately to changes in 
the penalty piecerates, and that the share pa- 
rameter can be used to encourage a higher 
norm and an accompanying higher level of man- 
agerial effort. The results correct an error ip 
the literature on the Bonin-type scheme and 
impose weaker conditions than previous work 
on the Weitzman-type scheme. J. Compar. 
Econ., June 1967, 11(£), pp. 221-33. Wesleyan 
University; Kobe University, Japan. 

Danish, Tflcva and Kahana, Nava — the 
Ratchet Principle: A Diagrammatic Interpre- 
tation 

Using a two-period graphic model, it is shown 
that the Soviet fixed-incentive scheme does not 


function, even under conditions of certainty. 
Allowing dte incentive coefficient to change 
over time will not necessarily induce the man- 
ager to work efficiently. Only when the target 
is feasible for both periods will a flexible incen- 
tive scheme function. J. Compar. Econ., June 
1987, 11(2), pp. 245-49. Bar-Uan University. 

Galasi, Pdter and Kertesi, GAbor — Second 
Economy, Competition, Inflation 
In recent years, the legal frameworks of the 
second economy have been considerably ex- 
panded. It had been expected that the supply 
of consumer goods and services would grow, 
their quality improve, their range of choice ex- 
pand, and the intensity of shortage diminish. 
The results are lagging behind the expectations 
because a sort of monopolistic structure still 
characterizes the Hungarian market. The state 
sector and the second economy divide the mar- 
ket between themselves so that there is no real 
competition between them. Acta Oecon . , 1985, 
35(3-4), pp. 269-93. Karl Marx University of 
Economics, Budapest; Institute of Economics, 
Hungarian Academy of Sciences, Budapest. 

Grosfeld, Irena — Modeling Planners’ Invest- 
ment Behavior: Poland, 1956-1981 
Planners’ investment decisions, usually taken 
as exogenous, are estimated in this paper by 
the maximum-likelihood method with threshold 
effects. Planners look for a macroeconomic 
equilibrium and are sensitive to information 
about internal and external pressures, but their 
adjustment is not smooth; they react to disequi- 
librium indicators only after the imbalances go 
beyond some threshold. So long as the tensions 
are “weak,’’ planners are inclined to ignore 
them and planners’ behavior is guided by sim- 
ple rules of thumb. Estimated threshold values 
separate different regimes of planners’ behav- 
ior. J. Compar. Econ., June 1987, 11(2), pp- 
180-91. Centre National de la Recherche Scien- 
tiflque, Centre d’Economie Quantitative et 
Comparative, Paris. 

Nisti, D. M. — Michal Kalecld’s Contribution to 
the Theory and Practice of Socialist Planning 
Four main contributions are singled out and 
discussed: a comprehensive model of organisa- 
tion alternative to both the Soviet and Oskar 
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Lange’s models, with mark-up pricing related 
to the needs of investment finance, quantity 
adjustments, net value indicators, full employ- 
ment, and workers’ control; a theorization of 
external and political limits to planners' accu- 
mulation policy; rationalization of Soviet-type 
investment selection practice, with multiple 
but similar shadow interest rates governing 
technical choice but not the path of expansion; 
and a practical procedure for drawing perspec- 
tive plans for investment and long-run develop- 
ment- These contributions are shown to be re- 
lated to Polish conditions in the 1960s and to 
require qualifications which reduce their gener- 
ality but not their relevance either there and 
then or elsewhere today. Cambridge ). Econ., 
Dec. 1986, 10(4), pp. 333-53. European Uni- 
versity Institute, Florence, Italy. 

Oxenstiema, Susanne — Bonuses, Factor De- 
mand, and Technical Efficiency in the Soviet 
Enterprise 

The implications of successive changes in bo- 
nus rules which have taken place between 1965 
and 1986 on the input choices of the Soviet 
enterprise are explored under the assumption 
that enterprises maximize their bonus funds. 
The results show increasing concern about labor 
saving during the 1970s and 1980s as compared 
with the capital-saving schemes introduced in 
the mid-1960s. The bonus schemes presented 
for the second half of the 1980s induced the 
enterprise to use factors in efficient combina- 
tion*. J. Compar. Econ., June 1987, 11(2), pp. 
234-44. Swedish Institute for Social Research, 
University of Stockholm. 

Podkaminer, Leon — Investment Cycles in 
Centrally Planned Economies; An Explana- 
tion Invoking Consumer Market Disequi- 
librium and Labour Shortage 
The investment expansions, which are to 
some extent caused by the authorities’ prefer- 
e nce for full employment, accelerate the deteri- 
°*atkm in the consumer-market situation. 
There are five mutually reinforcing mechanisms 
w hich transform market disequilibria into a de- 
c bniag quantity and quality of work performed 
by consumers. The ensuing acute shortage of 
labor finally paralixes die investment expan- 
*foei. At the tame time it dispels authorities 


anxiety about future unemployment. To avoid 
instability a much more flexible wage and price 
policy is needed. Acta Oecon., 1985, 35(1-2), 
pp. 133-44. Presidential Office erf All-Polish 
Co nfere ration erf Trade Unions, Warsaw. 

Wanless, P, T. — The Efficiency of Central 
Planning: A Perspective from ‘Markets vs 
Hierarchies’ 

Central planning of “socialist economies” is 
one form of nonmarket allocation of resources. 
Under certain circumstances, nonmarket alloca- 
tion is more efficient than market allocation, 
largely because of the transaction costs of mar- 
ket contracting. The new institutional econom- 
ics "markets vs. hierarchies” makes the case 
for the efficiency advantages of nonmarket re- 
source allocation within firms by means of cor- 
porate planning. Similar advantages can be 
claimed for central planning, while economic 
reform of centrally-planned economies can be 
explained as organizational change, particularly 
the transaction from the “(/-form” to " A/ -form" 
corporation. Scot. ]. Polti. Econ., Feb. 1987, 
34(1), pp. 52-68. Paisley College of Technol- 
ogy, United Kingdom. 

Zala), Emo — Joint Production and Labour Val- 
ues 

In the case of joint production the inputs can- 
not be divided between products in a natural 
way. As a result, none of the three alternative 
definitions given by Karl Marx for labor values 
can generally be applied in this case. This 
means that the definition of labor values has 
to be generalized. Any such generalization will 
contradict some of the original Marxian notions. 
However, a solution which relies on a price- 
dependent division of inputs between products 
is closest to the general spirit of the Marxian 
analysis. Acta Oecon., 1985, 35(3-4), pp. 327- 
36. Karl Marx University of Economics, Buda- 
pest. 

830 Histobt or Economic Thought; 

MmoDouKT 
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Burgs taller, Andirf — Demand and Relative 
Price in Ricardo: An Ex a min a tion of Out- 
standing Issues 
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Hie role of demand in David Ricardo’s corn 
model is reexamined, with a view to resolving 
the conflict between labor-theory -of- value and 
general-equilibrium approaches to its interpre- 
tation. Four propositions regarding the rela- 
tionship between demand and market, natural, 
momentary, and stationary-state price are rigor- 
ously established within a framework identical 
to L. Pasinetti (1960) in every respect but one: 
unlike Pasinetti’s, the model at hand renders 
parametrically explicit the landlord consump- 
tion decision as between wage goods and luxu- 
ries. Hist. Polit. Econ., Summer 1987, 19(2), 
pp. 207-15. Barnard College, Columbia Uni- 
versity. 

Craver, Earlene and Lefjonhufvud, Axel — 

Economics in America: The Continential In- 
fluence 

A large number of European economists of 
distinction immigrated to the United States be- 
tween the World Wars. A number of them 
made notable contributions to the development 
of the field of econometrics. In this paper pre- 
sented at die 1985 AEA meetings, the authors 
discuss the connections between Germany and 
die United States prior to the emigration and 
suggest some ways in which there had been a 
cross-fertilization erf' ideas. Hist. Polit. Econ., 
Summer 1987, 19(2), pp. 173-82. University 
of California, Los Angeles. 


Jensen, Hans E. — Alfred Marshall as a Social 

Economist 

The paper argues that Marshall was a social 
economist since he operated with the following: 
(1) a body of ethics and a vision of the future 
good society; (2) a concept of a poverty-plagued 
economic reality: (3) a model of this reality; 
(4) analytic tools designed to explain and predict 
the behavior of the model; (5) an analysis, using 
the tools, of such behavior; and (6) analysis- 
based proposals for reforms to eradicate poverty 
and reduce inequality. Dealing primarily with 
topics (1), (2), and (6), the article inquires into 
the origins and nature of Marshall's ethics, vi- 
sion, concept of reality, and recommendations 
for reforms so radical that he labeled himself 
a "fbcfalist.” Rec. Soc. Eton. , Apr. 1987, 45(1), 
pp. 14-36. University of Tennessee. 


Kleinian, Ephraim — Opportunity Cost, Hu- 
man Capital, and Some Related Economic 
Concepts in Talmudic Literature 
The substitution of the retributive justice of 
the Old Testament by a code of material com- 
pensations gave rise to attempts to decompose 
the effects of injury into its different compo- 
nents, to be compensated for separately. The 
discussion in the Talmud of these concepts and 
of the manner in which they could be estimated 
provides us with a view of the Tannaitk and 
the Amoraic conceptualization of such basic 
economic notions as opportunity costs, human 
capital, transitory and permanent income 
changes, and stock and flow concepts. Their 
consideration of compensations for pain has 
much in common with modem welfare analysis. 
Underlying the Talmudic debate is the reliance 
on markets to provide measures of value based 
on actual opportunity costs. Hist. Polit. Econ . , 
Summer 1987, 19(2), pp. 261-87. Hebrew 
University, Jerusalem. 

Little boy, Bruce and Mehta, Ghanshyam — Pa- 

tinldn on Keynes’ Theory of Effective De- 
mand 

This paper argues that Keynes's theory of ef- 
fective demand in the Treatise is more ad- 
vanced and systematic than Don Patinkin is pre- 
pared to accept. It criticizes aspects of 
Patinkin's arguments which have the effect of 
underestimating the force of Keynes's attack 
on the classicals in the Treatise. Hist. Polit. 
Econ., Summer 1987, 19(2), pp. 311-28. Uni- 
versity of Queensland, Australia. 

Petrella, Frank — Daniel Raymond, Adam 
Smith, and Classical Growth Theory; An In- 
quiry into the Nature and Causes of the 
Wealth erf America 

Although Raymond was viewed as a non-law- 
sez-faire interventionist, bis early nineteenth 
century Elements of Political Economy was 
compatible with Smith's Wealth of Nations, es- 
pecially Smith's theory of economic growth and 
development. Raymond’s attempt to develop 
a uniquely American theory of political econ- 
omy was unsuccessful. However, his growth 
theory and moderate view of government activ- 
ity were rooted in important hard-core assump- 
tions of the classical re sear ch program, notably 
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At economic self-interest motivated rational 
cision making and that market competition 
aximized economic welfare given the proper 
stitutional framework. Hitt. Polit. E con., 
immer 1987, 29(2), pp. 239-60. Holy Cross 
)llege. 

wer, Simon — The Origins of the Heckscher- 
Dhlin Concept 

This article examines the origins of the 
ckscher-Ohlin concept, i.e. , the proposition 
at countries tend to export commodities re- 
tiring relatively large amounts of their re la- 
tely abundant factors of production and im- 
irt commodities requiring relatively large 
jiounts of their relatively scarce factors of pro- 
iction. A major contention of the article is 
at the discussion of historical antecedents by 
Ohlin (1933) and later commentators is some- 
tat misleading in the sense that the 
eckscher-Ohlin concept is possessed of a far 
nger and richer intellectual heritage. Hist. 

» lit. Econ., Summer 1987, 19(2), pp. 289-98. 
diversity of Regina, Canada. 

dkn, John M. — Lord Grenville’s Manuscript 
Motes on Malthus 

A copy of T. R. Malthus’s Principles of Politi- 
Economy (1820), now held in the Kashnor 
Election of the National Library of Australia, 
n tains extensive annotations by William 
yndham Grenville (1759-1834). Grenville 
is a prominent figure in English political life, 
id his parliamentary speeches and several 
i bl is bed pamphlets show that he was an astute 
imroentator on practical policy issues. But 
sse manuscript notes reveal that he also pos- 
ssed considerable competence in the current 
eoretical controversies of political economy, 
icy contain some incisive criticisms of Mai* 
us's views and make some theoretical contri- 
itions significant in their own right. Hist. Po- 
■ Econ., Summer 1987, 29(2), pp. 217-37. 
niverslty of New England, Armidale, Austra- 


odrfgnea Braun, Carlo* — Capital s Last 
Chapter 

This article challenges the widespread view 
dwdfaig to which Karl Man deliberately 


changed the order of Capitols first volume. 
Achille Loriaand Maximilien Rubel have argued 
that Marx, in order to avoid censorship, in- 
vented an arbitrary "last" chapter on coloniza- 
tion; the real conclusive chapter, consequently, 
was the preceding and much more revolution- 
ary one, dealing with primitive accumulation. 
This article explores Marx’s opinion on colonies 
in Capital and defends the original order of 
chapters in the book. Hitt. Polit. Econ., Sum- 
mer 1987, 29(2), pp. 299-310. Facukad de 
Ciencias Econdmicas y Empresariales, Univer- 
sidad Complutense, Madrid, Spain. 

Rutherford, Robert P. — Malthus and Keynes 
Keynes claimed Malthus as a forerunner. 
Most commentators have argued that he was 
mistaken. However, the comparison has been 
unduly concentrated on Keynes’s General The- 
ory. The chronology of the claims Keynes made 
for Malthus suggests that we examine other 
sources, especially the Treatise on Money. It 
is argued that Malthus’s analysis of the post- 
Napoleonk- depression corresponds to the de- 
pression process in Keynes’s Treatise and that 
there is an essential similarity of conception 
over the role of the rate of profit and the way 
changes in income distribution can result in a 
failure of effective demand. Oxford Econ. Pap. , 
Mar. 1987, 39(1), pp. 175-89. University ofTas- 
mania, Australia. 

Rutherford, Robert P. — Ricardo's Mantle 
This paper analyzes the recent debate over 
Ricardian economics and assesses its implica- 
tions for both the history of thought and modem 
economics. It is argued that "Ricardo’s Mantle” 
is worth fighting for because lineages in ideas 
form the implicit bedrock of assumptions which 
condition the framing of explicit models. The 
methodological chasms involved in interpreta- 
tion are explored by developing skeletal ver- 
sions of the traditional model and S. Hollander’s 
"new view." The importance ascribed to the 
Com Laws debate hi forming Ricardo’* system 
is seen to be central and Hollanders unfamiliar 
Ricardo is argued to Test on a methodological 
revolution in Interpretation. Australian Beam. 
Pap., Dec. 1986, 25(47), pp. 206-21. Untventy 
of Tasmania, Australia. 
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Solow, Robert M. — What Do We Know that 
Francis Amasa Walker Didn’t? 

This article uses Walker's text Political econ- 
omy as a vehicle for a brief discussion of changes 
in orientation, (actual knowledge, and tech- 
nique in the century since its publication. Walk- 
er’s clear-headed emphasis on the fundamentals 
of supply and demand is worth special mention. 
Hist. Polit. Econ., Summer 1987, J9(2), pp. 
183-89. Massachusetts Institute of Technol- 
ogy. 

Taurand, Francis and Hung, Nguyen Manh — 

Pittfalls in a Received Idea: Ricardian De- 
creasing Returns at the Extensive Margin of 
a Natural Resource 

The Ricardian theory of constantly decreasing 
returns on additional units of a self-renewable 
resource states that “best resources are used 
first, except for location and technical change." 
Using modem economic theory, the authors 
show this result to be an unfounded prejudice. 
Their model of the original Ricardian land prob- 
lem easily displays initial increasing returns, 
thus solving a 150-year-old empirical puzzle, 
H. Carey’s paradox of switches in historical land 
use patterns. The Ricardian result may be em- 
pirically correct in specific cases but cannot 
claim general theoretical validity. Can. J. 
Econ., Feb. 1987, 20(1), PP 61-73. University 
Laval, Montreal. 

Walker, Donald A. — Why Keynes’s "General 
Theory” was a Success 
This essay identifies the reasons for the suc- 
cess erf Keynes’s General Theory during the four 
or five years after its publication. The reasons 
are not difficult to discern in the records of 
the 1930s, so the justification for this essay is 
that in it the reasons are collected together, 
formulated clearly, classified into groups, and 
documented by the words of Keynes’s contem- 
poraries. The reasons include Keynes’s reputa- 
tion and activities, the book’s theoretical con- 
tent, its relevance for policy, its relationship 
to national income accounting and economet- 
rics, its stylistic brilliance, and its incorporation 
of detailed knowledge of economic institutions 
and business practices. Econ. Notes, 1986, (3), 
pp. 5-29. Indiana University of Pennsylva- 
nia. 


Waterman, A. M, C. — On the Malthusian The- 
ory of Long Swings 

In Robert Malthus’s Essay on Population eco- 
nomic growth consists of alternating surges of 
population (during which real wages fall and 
the rate of profit rises) and capital (during which 
the reverse occurs). A series of temporary equi- 
libria exists at which wages are maximal, the 
rate of profit minimal, and folly-employed work 
force in technically-determined relation to fixed 
capital stock. Between these equilibria occur 
episodes of excess labor, below-maximum 
wages, above minimum profit rate and capital 
accumulation. Malthus’s “ratios” presuppose a 
logarithmic production function which implies 
that the full-employment real wage will fall to 
subsistence, and that the foil-employment 
“wages fond" is constant. Can. J. Econ., May 
1987, 20(2), pp. 257-70. Robinson College, 
Cambridge, England. 

036 Economic Methodology 
Finn, Daniel Rush — When Are Economic Ex- 
planations Persuasive? A View from Social 
Economics 

This essay employs three basic concepts, the 
ground of explanation, the mode of explanation, 
and the canons of evidence, to analyze the shift- 
ing understanding in economic thought of what 
makes for good economic explanations. It finds 
John Stuart Mill differing from the historical, 
Marxian, and institutional schools more on the 
ground of explanation (part vs. whole) than on 
the mode of explanation (inductive vs. deduc- 
tion). Mill also admitted nonempirical evidence 
in his canons of evidence, while instututional- 
ism pressed for more empirical work. Contem- 
porary neoclassicism retains Mill’s part as 
ground of explanation, is ambiguous on induc- 
tion vs. deduction, and rejects all nonempirical 
evidence. Rev. Soc. Econ., Apr. 1967, 45(1), 
pp. 1-13. St. John’s University, Collegeville, 
Minnesota. 

040 Economic Hirroar 
042 Economic History: United States and Canada 
Altman, Morris — A Revision of Candian Eco- 
nomic Growth: 1879-1910 (A Challenge to 
the Gradualist Interpretation) 

The author presents revised estimates of real 
gross manufacturing output and growth. Also, 
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for die first time, estimates are presented for 
real value added: (1) in manufacturing; (2) per 
capita; and (3) per employee in manufacturing, 
and their corresponding growth rates. These 
estimates involve the use of existing price in- 
dices and new ones constructed for this study. 
Details on the construction of these indices and 
output estimates are also presented. The results 
of this paper refute the received view that Cana- 
da’s manufacturing sector sustained steady and 
relatively vigorous growth over the period 
1870-1910. Findings suggest that the growth 
performance of Canada’s manufacturing sector 
became substantive only at the turn of the twen- 
tieth century with the arrival of the wheat 
boom. Con. /. Econ., Feb. 1987, 20(1), pp. 
86-113. University of Ottawa. 

Mullineaux, Donald J. — Competitive Monies 

and the Suffolk Bank System: A Contractual 

Perspective 

This paper analyzes the Suffolk Bank System 
(1824-1858) as a contractual mechanism for con- 
trolling the quality of privately-produced mon- 
ies (bank notes) in New England. The contrac- 
tual aspects of the system, such as incentives, 
monitoring activities, and control procedures, 
are interpreted as a franchise-like device pro- 
viding a trademark for monies. The end of the 
Suffolk System is viewed as a private response 
to competition involving a contractually inferior 
mechanism (The Bank for Mutual Redemption). 
The paper concludes that historical evidence 
suggests some form of hierarchical control is 
necessary for viable money production. South- 
ern Econ. J., Apr. 1987, 53(4), pp. 884-98. 
University of Kentucky. 

044 Economic History! Europe 


Brondberry, Stephen N. — Purchasing Power 
Parity and the Pound- Dollar Rate in the 
1930s 

Opponents of flexible exchange rates have 
stressed their volatility during the 1930s, while 
advocates of flexible exchange rates have 
stressed their relationship to fundamental eco- 
nomic variables. The author reconciles the two 
v *®ws, allowing that although exc h a n ge rates 
did wove to preserve pcuchasing power parity 
the long run, there could be substantial devi- 
from purchasing power parity in the short 


run. For the pound-dollar rate, the source of 
the large fluctuations in the early 1930s lay in 
the asymmetric response of foreign-exchange 
markets to fluctuations in Britain and America 
while the latter adhered to the gold standard. 
Economica, Feb. 1987, 54(213), pp. 69-78. 
University College, Cardiff, United Kingdom. 

M0 Economic Systems 
051 Capitalist Ecooomic Systems 
Blanchflower, David C. and Oswald, Andrew 
J. — Profit Sharing — Can It Woirk? 

The paper surveys the theoretical and empiri- 
cal literature on the economic effects of profit 
sharing between workers and firms. It is critical 
of the case for government subsidization of such 
sharing schemes. Oxford Econ. Pap.. Mar. 
1987, 39(1), pp. 1-19. University of Surrey; 
London School of Economics. 

Dandekar, Vinayak M. — Economies as Differ- 
entiated Systems 

A new model is constructed admitting certain 
elements of von Neumann and Srafla models 
while rejecting others. Enterprises are charac- 
terized by given technology and also by given 
activity levels. Prices are determined to maxi- 
mize ratios of net output to input. No positive 
prices can equalize these ratios. Distribution 
of net output is internal to each enterprise and 
resulting rents, profits, and wages are not nec- 
essarily equal between enterprises. There are 
subeconomies, some independent producing all 
their inputs, others dependent for some inputs 
on other subeconomies. The subeconomies 
trade in intermediate and final consumption 
goods in which some gain while others lose. 
J. Econ. Issues, June 1987, 21(2), pp. 813-25. 
Indian School of Political Economy. 

OSS Socialist and Co mmunist Economic Systems 
Dietrich, Michael — Organisational Require- 
ments of a Socialist Economy: Theoretical 
and Practical Suggestions 
This article argues that theoretical and practi- 
cal difficulties exist in the socialist economic 
organization literature and suggests how the 
problems can be overcome. In uncertain, nott- 
steady-state conditions, any economy is an 
amalgam of control system. Harming,- take 
mal, autonomous, and instrum e nt al ryst a mi am 
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Identified in the paper via a critique of Walra- 
sian theory. Practical suggestions apply devel- 
opments in corporate planning, particularly 
strategic business units. This allows socialist 
economic organization efficiency to marry stra- 
tegic and operating matters. The importance 
of informal economic relationships is also 
stressed. Cambridge J. Econ., Dec. 1986, 10(4), 
pp. 319-32. Brighton Polytechnic, United 
Kingdom. 

Szamuely, LAszfo — Prospects of Economic Re- 
forms in the European CMEA Countries in 
the 80s 

Both the compelling need for change in the 
system of economic control and the perception 
of its necessity by the political and economic 
leadership are present today in the majority 
of the European socialist countries. And yet 
the 1980s have not become a decade of reforms, 
since the impending economic crisis could only 
be averted by emergency manoeuvres which 
were carried out by strictly centralized mea- 
sures. Another reason for the delay was the 
bet that the society, and first and foremost its 
leading strata, attach very high value to stabil- 
ity. Acta Oecon. , 1986, 36(1-2), pp. 55-65. In- 
stitute for World Economics, Hungarian Acad- 
emy of Sciences, Budapest. 

Tardos, MArton — The Conditions of Develop- 
ing a Regulated Market 
The Hungarian experience proves that com- 
modity markets cannot be operated alone in 
an economy without labor, money, and capital 
markets. The creation of the latter does not 
conflict with the state control of economy, since 
there is a great need for a strict aggregate de- 
mand policy. A more efficient utilization of the 
market than the present one requires a more 
fundamental change in the traditional control 
methods of the socialist economy than the one 
offered by die current modifications in Hun- 
gary. Acta Oecon., 1986, 36(1-2), pp. 67-89. 
Institute of Economics, Hungarian Academy of 
Sciences, Budapest. 

863 Coaparatfra Economic Systems 
Boyd, Michael L. — The Performance of Private 
and Cooperative Socialist Organization: Post- 
war Yugoslav Agriculture 


Socialist enterprises in Yugoslav agriculture 
show higher levels of productivity than private 
producers. The author examines the sources 
of these differences with total factor productiv- 
ity estimates based on sectoral aggregate Cobb- 
Douglas production functions which permit 
separation of environmental, policy, and organi- 
zational effects. The results support the follow- 
ing conclusions: cooperative socialist enter- 
prises are not inherently inefficient and can 
even outperform private producers; both types 
of producers were responding to their environ- 
ment and their differential rates of technological 
change reflect the different constraints they 
faced; and socialist enterprises exhibited tech- 
nology adoption behavior similar to nonsocialist 
enterprises elsewhere. Rev. Econ. Statist. , May 
1987. 69(2), pp. 205-14. University of Vermont. 

100 Economic Growth; Development; 

Planning; Fluctuations 

110 Economic Growth; Development; and 
Planninc Theory and Policy 

111 Economic Growth Theory and Models 
Bemheim, B. Douglas and Ray, Debraj — Eco- 
nomic Growth with Intergenerational Al- 
truism 

The authors consider the properties of equi- 
librium behavior in an aggregative growth 
model with intergenerational altruism. Various 
positive properties such as the cyclicity of equi- 
librium programs and the convergence of equi- 
librium stocks to a steady state, are analyzed. 
Among other normative properties, it is estab- 
lished that under certain natural conditions 
Nash equilibrium programs are efficient and 
“modified Pareto optimal” in a sense made clear 
in the paper, but never Pareto optimal in the 
traditional sense. Rev. Econ. Stud. , Apr. 1967. 
54(2), pp. 227-41. Stanford University. 

Bidard, Christian and Hosoda, Efyi — On Con- 
sumption Baskets in a Generalised von Neu- 
mann Model 

The paper generalises the von Neuman 
growth model extended by M. Moris him* 
Moris hi ma introduced capitalists’ consumption 
and workers’ savings into the model. But his 
proof of the existence of the balanced -growth 
equilibrium crucially depends upon the **- 



Selected Abstracts 


21 St 


an that every good mint be in consump- 
askets for come price level. In other 
he assumed that there is no distinction 
“n capital goods and consumption goods, 
own that the model has a solution even 
uuumptkm is relaxed. A variant of Gale- 
o-Debreu lemma is used to prove the 
esults. Int. Earn. Rev., June 1987, 28(2), 
' l - 19. Nanterre University, France; Keio 
rsity, Tokyo. 

eonomic Manning Theory and Policy 

igi, Lajos — The Seventh Five-Year Plan 
te Hungarian Economy (for 1986-1990) 
Hungarian economy has in recent years 
exhausted the possibilities which the ne- 
of curbing the domestic use of national 
“■ in the interest of improving equilibrium 
ered. The main endeavour of the plan 
: to accelerate the modernization of the 
ny by relying on ever better perfor- 
; to stimulate economic growth gradually; 
improve living standards. The inevitable 
iral changes will affect a substantia] part 
jopulation in the interest of whom the 
social security has to be strengthened. 
econ . , 1986, 36(1-2), pp. 3-19. National 
ng Office, Budapest. 

JAnos — Alternatives of Growth and Pri- 
is in the 7th Five-Year Plan of Hungary 
’-1990) 

rate of growth of the Hungarian economy 
/ surpass the threshold of perceptibility 
years 1986-1990 if the general equilib- 
including that of the balance-of-pay- 
is restored. The principal targets of the 
ar plan are the following: energy con- 
ton is allowed to grow only at an essen- 
wer rate than national income; exports 
convertible currencies have to be ex- 
fast; foreign trade settled in roubles has 
roosted; and the efficiency of production 
re definitely str en gth ened by modemiz- 
s product pattern. Acta Econ., 1985, 
1, pp. 17-28. National Planning Office, 
est. 


Ren fl N ational Economic Objectives 
the Reform Process in Hungary in the 

ftfae 


The three priorities in economic policy for 
the period between 1986-1990 are: the mainte- 
nance and consolidation of the external equilib- 
rium; further expansion of enterprise autonomy 
and the implementation of a market-coo form 
government control; and resumption of eco- 
nomic growth as a consequence of improved 
external competitivity of Hungarian goods. To 
achieve these objectives a consistent theoretical 
framework has to be elaborated. The further 
development of the system of political institu- 
tions and the adjustment of the style of politics 
to the logic of the economic system are also 
essential. Acta Oecon . , 1985, 35(1-2), pp. 1- 
16. Institute of Economics, Hungarian Acad- 
emy of Sciences, Budapest. 

114 Economics of War, Defense, and 
Disarmament 

Jackson, M. VV. — Chocolate-Box Soldiers: A 
Critique of ‘An Economic Theory of Military 
Tactics' 

The purpose of this article is to challenge 
Geoffrey Brennan and Gordon Tullock’s 1982 
application of methodological individualism to 
battle. The author’s thesis is that methodologi- 
cal individualism distorts the social nature of 
combat. To defend this thesis, first, he argues 
that the analysis of Brennan and Tullock as- 
sumes the very thing that is most in doubt in 
a battle, namely, that anyone is motivated to 
be killed or to kill. These motivations rest on 
the social ties of combatants to their comrades. 
Finally, a proper understanding of heroism il- 
lustrates the responsibility and sacrifice of bat- 
tle neglected by Brennan and Tullock 's analysis. 
J. Econ. Behav. Organ., Mar. 1987, 8(1), pp. 
1-11. The University of Sydney. 

Nourzad, Farrolch — A Reexamination of the 
Effect of Rapid Military Spending on Inflation 
The hypothesis But rapid defense buildups 
contribute to inflation recently has been re- 
jected by Donald F. Vital lano (1984). In this 
paper, it is argued that this result is misfeeding, 
given Bust it is obtained under the implausible 
assumption of a constant expected real rate of 
interest. The hypothesis is reexamined wring 
a well-known measure of the expected inflation 
rate, and it is found that growth of d e fe na a 
spending has a statistically rifrtfirant p oti Hy 
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effect on the rate of price inflation. Quart. J. 
Bus. Ectm., Summer 1987, 26(3), pp. 57-66. 
Marquette University. 

180 Coe nth r Studies 

122 Economic Studies of Developed Countries 

van Gemert, Henk G. — Structural Change in 
OECD Countries: A Normal Pattern Analysis 
This article discusses the development of sec- 
tor shares against the background of growing 
per capita income and some other key variables. 
It elaborates on H. B. Chenery’s normal pattern 
approach, which emphasizes the existence of 
regularities. Long-term dynamics in the eco- 
nomic structure are quantified. Conclusions are 
drawn with respect to the continuing process 
of industrialization, the role of the service sec- 
tor, and the rise or decline of manufacturing 
subsectors. The slowdown of overall growth 
rates and the discovery of energy resources are 
given special attention. Finally, the article tries 
to detect some country-specific specialization 
patterns. De Economist, Mar. 1987, 135(1), pp. 
29-51. Tilburg University, the Netherlands. 

123 Comparative Studies of Developing, 
Developed, and/or Centrally Planned 
Economies 

Rimler, Judit — Economic Obsolescence and 
Employment^ Comparative Analysis of the 
Hungarian and Dutch Economies) 

The vintage-model analysis shows that indus- 
trial employment has changed in the Nether- 
lands and in Hungary under the impact of dif- 
ferent factors. The changes in staff in the Dutch 
industry have been motivated by efficiency 
viewpoints. Owing to rising labor costs the old 
vintages, engaging a relatively large amount of 
labor, have increasingly been substituted for 
by new ones. In Hungary the reason was die 
exhaustion of labor supply. Acta Oecon. , 1986, 
36(1-2), pp. 123-40. Institute of Economics, 
Hungarian Academy of Sciences, Budapest. 

124 Economic Studies of Centrally Planned 
Econom i cs 

Aganbegyan, A. C. — The New Economic Strat- 
egy of the USSR and Its Social Dimensions 
The 1986 Congress of the Communist Party 
of die Soviet Union set a new course for national 


economic and social policy. Reliance on exten- 
sive means of growth had been leading the 
economy into a blind alley: from now on the 
emphasis will be shifted to intensive means. 
The ambitious targets set for accelerating devel- 
opment over the next fifteen years are to be 
achieved through a radical reform of manage- 
ment, the strengthening of material incentives, 
and an overhaul of the economic machinery. 
The entire production apparatus is to be mod- 
ernized and retooled to meet people’s needs 
and ensure a new quality of growth. Int. Lab. 
Rev., Jan-Feb. 1987, 126(1), pp. 95-109. 
U.S.S.R. Academy of Sciences. 

Halpern, L£szl6 and Moln&r, Gyfirgy — Income 
Formation, Accumulation and Price Trends 
in Hungary in the 1970s 
The difference between the accumulation 
structure of the Hungarian economy and the 
sectoral structure of the income financing accu- 
mulation was not diminishing during the 1970s. 
One of the basic causes of this development is 
that definite development preferences are ob- 
servable in the resource allocating process. In- 
dustry, construction, and agriculture were un- 
ambiguously preferred, while the service sector 
was dispreferred in the whole period. Based 
on model computations, it can be stated that 
in the 1970s those branches were preferred 
which also secured the dsitributable income for 
redistribution. Acta Oecon., 1985, 35(1-2), pp. 
105-32. Institute of Economics, Hungarian 
Academy of Sciences, Budapest. 

Ilfes, Ivin — Structural Changes in the Hungar- 
ian Economy (1979-1985) 

The structural shifts in the investments of 
the socialist sector, and within it particularly 
the central investments, are exactly opposite 
to the shifts in the income pattern of the na- 
tional economy; this can be observed in the 
sectoral as well as in the regional structure. 
This phenomenon is only partly due to the nor- 
mal compensation processes; the feet is that the 
central allocation of investment funds has been 
driven to forced paths. At the same time some 
balancing forces have gained ground; e.g. the 
diversification of enterprises and cooperatives, 
new forms of enterprises, and the households 
investment activity. Acta Oecon., 1986, 38(1' 
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,), pp. 21-33. Institute of Economic Planning 
' the National Planning Office, Budapest. 

etschnig, Mdria — Causes and Difficulties in 
Changing the Normal State of the Hungarian 
Economy 

Hie Hungarian economy has to answer the 
vorld economic challenge in the form erf struct- 
ural adjustment. Up to now no change has oc- 
:urred in the normal state of economy that 
vould have been guided by the reform pro- 
xams; the regulatory powers of the economic 
ystem proved to be stronger than the inten- 
ions working for change. The basic feature of 
enterprise behavior has remained unaltered: 
he management pays attention first of all to 
re intentions of the government and not to 
he signals of the market. Resources are being 
illocated in the course of an invisible competi- 
ion, and the economy is dominated by vertical 
elations. Acta Oecon. , 1985, 35(3-4), pp. 235- 
0. National Bank of Hungary, Budapest. 

izakoiczai, Gydrgy; Bagdy, Cibor and Vin- 
dfcs, Jdzsef — Dependence of the Hungarian 
Economic Performance on the World Econ- 
omy. Facts and Economic Policy Inferences 
This article, using in the first part simple 
;raphs and in the second part econometric 
nethods, shows that the development of the 
Hungarian economy depends on world eco- 
Kimic events, and that all important domestic 
variables are directly influenced by the import 
ndex of Hungary's main Western trading part- 
ers. Hungary’s economic behavior is therefore 
tactically the same as that of other smaller 
>pen economies. It could also be demonstrated 
hat only imports can be influenced by macro- 
economic-demand policy, while exports can 
mly be promoted by policies concentrating on 
he microeconomic aspects of the firms’ behav- 
or. Acta Oecon., 1985, 35(3-4), pp. 295-311. 
Econometric Laboratory at the Institute of Eco- 
nomics, Hungarian Academy of Sciences, Buda- 
pest; Institute for Industrial Economics, Buda- 
pest; National Planning Office, Budapest. 

139 Economic fluctuations; Forecasting; 

Stabilization; and Inflation 
31 Ecoaoatic Fluctuations 
deCaHom, Bennett X. — On "Real" and 
“Sticicy-Prioe” Theories of the Business Cycle 


This paper begins by identifying the distin- 
guishing characteristic of the “real-busi ness-cy- 
cle” class of macroeconomic models. It then 
scrutinizes existing evidence, presented in sup- 
port of the real-business-cycle approach, of 
three types: calibrated general-equilibrium 
models with no monetary sector; vector-autore- 
gression variance decomposition results; and 
univariate measurements of trend and cyclical 
components. It is argued that, in fact, these 
types of evidence have so far provided little 
support for the real-business-cycle hypothesis. 
Finally, with regard to an important alternative 
hypothesis concerning macroeconomic fluctua- 
tions, the paper proposes a partial rationaliza- 
tion for the stickiness of nominal product prices. 
J. Money, Credit, Banking, Nov. 1986, 16(4), 
pp. 397—414. Camegie-Mellon University. 

Rohwer, Be rod — Der Konjunkturaufschwung 
1983-1986 — Ein Erfolg des wirtschaftspoli- 
tischen Kurswechsels der christlich-liberalen 
Koalition? Einige Anmerkungen zur konjunk- 
turtheoretischen Beurteilung des gegenwSr- 
tigen Aufschwungs (The Business Revival 
1983-1986 in West Germany — A Success of 
the CDU/CSU-FDP Coalition’s Change of 
Policy? — Some Remarks on the Causes of die 
Present Business Upswing) 

The paper presents some estimations con- 
cerning the influence of endogenous and exoge- 
nous factors on the business cycle. Although 
exogenous impulses (especially fiscal and mone- 
tary policy and foreign trade) have had consider- 
able effects on the specific shape of the business 
cycle in the Federal Republic of Germany dur- 
ing 1963-83, the business fluctuations essen- 
tially have been the result of the interplay of 
destabilizing and stabilizing endogenous influ- 
ences. For the actual business revival it is 
shown that the political change in October 1982 
merely gave the psychological “initial spark.” 
The upswing in 1984-85 was primarily pro- 
duced by foreign-trade impulses, whereas the 
domestic-growth impulses remained compara- 
tively subdued until 1986. Konjunkturpoktik, 
1986, 32(6), pp. 325-48 (German). University 
Freiburg, Germany. 

Roland, Girard — Investment Growth Fkxctoa- 
tions in the Soviet Union; An Econometric 
Analysis “■ 
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This paper investigates the determinants of 
overall investment growth in the Soviet Union 
by means of an econometric analysis using data 
for 1059-1982. Theory suggests that investment 
growth responds to structural pressures toward 
high growth and to the intensities of shortage 
in the economy. Econometric results are en- 
couraging since the fitted variable follows, with 
the exception of 1966, all peaks and troughs 
of investment growth. /. Compar. Econ. , June 
1987, 11(2), pp. 192-206. Free University of 
Brussels. 

132 Forecasting: Econometric Models 

Buchenroth, Sheree and Jennings, Robert — 
A Descriptive Analysis of the Time Series 
Behavior of Financial Analyst Earnings Fore- 
casts 

This paper presents an empirical examination 
of quarterly changes in consensus analyst fore- 
casts of annual earnings and the dispersion of 
the individual forecasts comprised by the con- 
sensus. The formation and revision of beliefs 
play a key role in many fundamental issues in 
finance. Investors’ consensus beliefs are impor- 
tant in determining equilibrium prices and the 
dispersion of beliefs has been suggested as an 
ex ante measure of risk. Little is known about 
the time-series behavior of these variables. This 
study reports the results of an analysis of quar- 
terly changes in these variables using a time 
series of forecasts beginning with a seven-quar- 
ter ahead forecast for a large sample of firms. 
The median quarterly change in consensus ana- 
lyst forecast was found to be a series of small 
negative changes. Analyst forecast dispersion, 
when measured by the coefficient of variation 
instead of the across-analyst standard deviation, 
declines throughout the horizon. Quart. J. Bus. 
Econ., Summer 1987, 26(3), pp. 22-41. Indiana 
University. 

Haas, Richard D. and Masson, Paul R.— MIN 
IMOD: Specification and Simulation Results 
The paper presents a small macroeconomic 
model, MINIMOD, of the United States and 
its major industrial trading partners. The model 
is based on conventional theory, with particular 
attention paid to capital accumulation and long- 
run p rop e r ties. MINIMOD’s parameters were 
obtained by applying partial stimulation tech- 


niques to a much larger multicountry model. 
The model is simulated under two alternative 
assumptions about how expectations of future 
inflation rates, long-term interest rates, and ex- 
change rates are formed: expectations are either 
formed adaptively, based on past movements 
in the variables; or expectations are forward 
looking, based on the model’s own predictions. 
lnt. Monet. Fund Staff Pap . , Dec. 1986, 33(4), 
pp. 722-67. International Monetary Fund, 
Washington, D.C. 

Hughes Haliett, Andrew J. — International 
Competitiveness and Economic Recovery: 
Examples of the Risk-Ambition Trade-Off in 
Dutch Economic Policies 
The disadvantage of certainty-equivalent de- 
cisions is that they are invariant to risk. This 
paper contrasts certainty equivalence with risk- 
sensitive rules derived by combining the first 
two movements of a stochastic objective. Ad- 
justing the weight in that combination traces 
out an uncertainty frontier, from risk neutrality 
to pure risk aversion. The inflation-output- 
wages trade-off is studied as a function of in- 
creasing risk aversion in Dutch policy making. 
Risks are reduced by preserving purchasing 
power (removing wage restraint) at the cost of 
output and the economy’s international com- 
petitiveness. Manchester Sch. Econ. Soc. 
Stud., Mar. 1987, 55(1), pp. 38-59. University 
of Newcastle-upon-Tyne. 

Zamowitz, Victor and Lambros, Louis A.— 
Consensus and Uncertainty in Economic Pre- 
diction 

The authors define "consensus” as the degree 
of agreement among point predictions aimed 
at the same target by different individuals and 
"uncertainty” as the diffuseness of the corre- 
sponding probability distributions. This distinc- 
tion is made operational with the aid of the 
NBER- ASA survey data on matched point and 
probabilistic forecasts of inflation and the rate 
of change in gross national product. The means 
of the two sets of forecasts agree closely. Stan- 
dard deviations of point forecasts tend to un- 
derstate uncertainty as measured by standard 
deviations of the predictive probability distribu- 
tions. However, these measures of consensus 
and uncertainty are on the whole positively cor- 
related. /. Potit. Econ., June 1987, 95(3), PP- 



Selected Abstracts 


2161 


501-621. University gf Chicago and National 
Bureau of Economic Research. 

133 General Outlook and Stabilisation Theories 
and Policies 

Capinsld, James H. — Capital Lessons in Lean- 
ing against the Wind 

This paper examines how the nature of capital 
bears on the effectiveness of countercyclical pol- 
icy. Underlying the inquiry is a macro model 
which postulates that capital in place differs 
from capital in design. It also postulates that 
fiscal and monetary actions follow asymmetric 
feedback rules keyed to unemployment. As the 
malleability or durability of capital lessens, the 
system is observed through simulation to re- 
spond more turbulently when disturbed. To 
moderate that response, feedback controls are 
altered in strength, and although they generally 
succeed in reducing system turbulence, their 
success rate is shown to depend heavily and 
complexly upon capital’s makeup. J. Money, 
Credit, Banking, May 1987, 19(2), pp. 235-45 
Florida State University. 

van der Hoeven, Rolph — External Shocks and 
Stabilisation Policies: Spreading the Load 
Many developing countries have been forced 
to adopt stabilization policies to cope with a 
series of external shocks which have adversely 
affected various macroeconomic indicators, in- 
cluding employment and income levels. Most 
of the policies have been applied too abruptly 
to take into account the specific circumstances 
of the countries concerned and their particular 
difficulties. Therefore, stabilization policies 
should: be made more selective; be spread over 
a longer period of time; and pay more heed to 
land redistribution and the satisfaction of basic 
needs for the poor so that the costs are shared 
more equitably and a firmer basis is laid for 
sustained growth. Greater consensus for the 
measures introduced also needs to be secured 
If they are to be successful. Int. Lab. Rev., 
Mar.-Apr. 1987, 126(2), pp. 133-50. Intema- 
tional Labour Office, Geneva. 

Kftvw, Andris — Foreign Economic Equilib- 
rium, Economic Development and Economic 
Policy hi the CMEA Countries 
'Hie foreign debt burden of all die smaller 
Europeas CMEA countries became critical by 


the early 1960s. Some inevitable re s trictions 
on imports have been introduced which have 
proven to be useful. Since the balance-of-pay- 
ments tensions of most of these countries eased 
in the mid-1980s, there is now room for a revi- 
sion and reorientation of their economic policy. 
Competitive imports have to be allowed to en- 
ter the domestic market which should become 
a lever in the process of differentiation taking 
place on the basis of efficiency criteria. This 
would lead to an increase in both the volume 
and the profitability of Hungarian exports in 
the longer run. Acta Oecon . , 1986, 36(1-2), pp. 
35-53. Institute for Economic and Market Re- 
search, Budapest. 

Montiel, Peter J. — Output and Unanticipated 
Money in the Dependent Economy Model 
This paper builds a “new classical" model for 
a fixed exchange-rate economy based on the 
dependent economy framework, which has 
proved particularly fruitful for the analysis of 
macroeconomic issues in developing countries. 
The implied reduced-form output equations are 
quite different from their closed, one-sector 
counterparts. In particular, anticipated policy 
changes have real effects in this model, though 
these effects differ from those of unanticipated 
changes. These equations are estimated for 
Mexico for the fixed exchange-rate period 1953- 
75. The results cast some doubts on the rele- 
vance of new classical analysis for Mexico during 
this period. Int. Monet. Fund Staff Pap., June 
1987, 34(2), pp. 228-59. International Mone- 
tary Fund, Washington, D.C. 

Tardos, MArtoo — Question Marks in Hungar- 
ian Fiscal and Monetary Policy (1979-1964) 
In Hungary, the economic policy evens out 
the financial results of enterprises an three lev- 
els'. through price control; the subsidies and 
levies of the state budget; and the credit mecha- 
nism. Hie mechanisms of income leveling after 
1979 put a strong brake on the process of consol- 
idation which became necessary in the wake 
of die international credit crisis. A lasting solu- 
tion can only be expected from the abolition 
of investment and wags regulation and the fan- 
position of a firm control of aggregate demand. 
This would exert a financial pratsure on enter- 
prises, forcing than to mod e r afan their p so d af tt 
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pattern, increase the efficiency of their produc- 
tion, and to dismiss superfluous labor. Acta 
Otcon . , 1985, 35(1-2), pp. 29-52. Institute of 
Economics, Hungarian Academy of Sciences, 
Budapest. 

134 Inflation and Deflation 

Bui ter, Willem H. — A Fiscal Theory of Hyper- 
deflations? Some Surprising Monetarist 
Arithmetic 

For the range of “small” government deficits 
for which two stationary solutions exist, an in- 
crease in the deficit reduces the long-run rate 
of inflation if the locally-stable (high inflation) 
stationary equilibrium is chosen, increases it 
if the locally-unstable (low inflation) equilib- 
rium is chosen. Explosive, unstable behavior 
always involves a steadily increasing negative 
rate of inflation, i.e. a “hyperdeflation.” There 
always exist deficits so large that stationary solu- 
tions do not exist. Behavior then is unstable 
and explosive: hyperinflations are ruled out and 
hyperdeflations must result. Empirical studies 
of hyperinflations should no longer use the ra- 
tional-expectations version of the Sargent- Wal- 
lace model as a theoretical backdrop. Oxford 
Econ. Pap., Mar. 1987, 39(1), pp. 111-18. Yale 
University. 

200 Quantitative Economic Methods and 
Data 

210 Econometxic, Statistical, and 
Mathematical Methods and Models 

211 Econometric and Statistical Methods and 
Models 

Anderson, C. J. — Prediction Tests in Limited 
Dependent Variable Models 
This paper discusses the problem of assessing 
the predictive power of a model in the class 
of limited dependent variable mdoels. Hie use 
of dummy variables in this context in standard 
regression models has been discussed in Sal- 
kever (1976), however problems emerge if such 
an approach is taken when the dummy appears 
in a limit of an integral that has to be evaluated. 
The paper proposes tests of predictive power 
which circumvent these problems. /. Econo- 
metric*, Jan./Feb. 1967, 34(1/2), pp. 253-61. 
McMaster University, Canada. 


Biundeli, Richard and Meghir, Costas — Bivari- 
ate Alternatives to the Tobit Model 
In this paper the authors present two broad 
classes of bivariate models for the analysis of 
individual commodity demand and labor supply 
behavior. The unifying charactersitic of both 
classes of models and the reason why they have 
been labeled "bivariate” is the definition of a 
separate process determining the zero-one dis- 
crete behavior from that determining the con- 
tinuous observations. In each case the separate 
processes relax one of the strong assumptions 
underlying the standard Tobit model. Given 
the choice of bivariate model for each case, the 
authors consider a set of misspecification tests 
that are designed to check the adequacy of the 
stochastic structure underlying each model. 
The majority of these tests are based on the 
Score test or Lagrange Multiplier test method- 
ology. J. Econometrics, Jan. /Feb. 1987, 34(1/ 
2), pp. 179-200. University College London. 

Chamberlain, Cary — Asymptotic Efficiency in 
Estimation with Conditional Moment Re- 
strictions 

In this paper, bounds on asymptotic effi- 
ciency are derived for a class of non-parametric 
models. The data are independent and identi- 
cally distributed according to some unknown 
distribution F. There is a given function of the 
data and a parameter. The restrictions are that 
a conditional expectation of this function is zero 
at some point in the parameter space; this point 
is to be estimated. If F is assumed to be a mul- 
tinominal distribution with known (finite) sup- 
port, then the problem becomes parametric and 
the bound can be obtained from the information 
matrix. This bound turns out to depend only 
upon certain conditional moments, and not 
upon the support of the distribution. Since a 
general F can be approximated by a multinomi- 
nal distribution, the multinomial bound applies 
to the general case./. Econometrics, Mar. 1987, 
34(3), pp. 305-34. University of Wisconsin. 

Chesber, Andrew and Irish, Margaret — Re- 
sidual Analysis in the Grouped and Censored 
Normal linear Model 
Graphical and numerical analysis of residual* 
can be informative about model misspedfk*- 
tion even when data are censored or grouped 
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- This paper provides simple procedures for cal- 
culating diagnostic statistics to detect model 
misspedfication when grouped or censored data 
are analyzed using a normal linear model. 
Graphs can reveal die nature of the correlation 
that these statistics pick up, but when grouping 
or censoring is severe they can be difficult to 
interpret. The authors discuss the processing 
of graphs so that they are more easily inter- 
preted and provide examples based on artificial 
data and on grouped data relating to unemploy- 
ment durations. J. Econometric s, Jan./Feb. 
1987, 34(1/2), pp. 33-61. Bristol University. 

Clarke, Judith A.; Giles, David E. A. and Wal- 
lace, T. Dudley — Estimating the Error Vari- 
ance in Regression after a Preliminary Test 
of Restrictions on the Coefficients 
Maximum-likelihood estimation of the vari- 
ance of the disturbances in a linear regression 
is considered in the context of exact linear re- 
strictions on the coefficient vector. The exact 
risk function for the associated preliminary -test 
estimator of this variance is derived and evalu- 
ated numerically on the basis of relative quad- 
ratic loss. Results indicate that in practical situa- 
tions the risk of the pretest estimator differs 
only slightly from that of the naive estimator 
which ignores the restrictions without testing. 
Applying the coefficient restrictions without 
testing their validity is not recommended. /. 
Econometrics, Mar. 1987, 34(3), pp. 293-304. 
Monash University; University of Canterbury; 
Duke University. 

Cosslett, Stephen R. — Efficiency Bounds for 
Distribution-free Estimators of the Binary 
Choice and the Censored Regression Models 
Lower bounds are derived for the asymptotic 
variances of regular distribution- free (or semi- 
parametric) estimators of the parameters of the 
binary-choice model and the censored- regres- 
*k>n (Tobit) model. A semiparametric estimator 
l* one that does not require any assumption 
•bout the distribution of the stochastic error 

I form in the model, apart from regularity condi- 
tions. Comparison of the bounds with the cone- 
*P°odtog asymptotic Cramer-Rao bounds for 
^classical parametric pro bl em shows the loss 
“information due to hck of a priori knowledge 
-'be fractional form of the error distributkm. 


Econometrics, May 1967, 55(3), pp. 559-86. 
University of Florida. 

Duncan, Gregory M. — A Simplified Approach 
to M-Estimation with Application to Two- 
Stage Estimators 

This paper presents a simple version of the 
theory of M -estimation. It is argued that the 
theory is immediately applicable to almost all 
estimation schemes employed by econometri- 
cians. It is further argued that the great over- 
looked benefit of the theory is that it provides 
almost automatic asymptotic results, e.g. proba- 
bility limits and asymptotic covariances. Thus, 
one need not be a theoretical econometrician 
to invent and use specially tailored estimators. 
To illustrate its use the theory is applied to a 
variety of theoretical and applied problems. 
Particular attention is paid to two-step estima- 
tors. J. Econometrics, Mar. 1987, 34(3), pp. 
373-89. Washington State University. 

Florens, Jean-Pie ire and Mooch art, Michel — 
Exhaustive, ancillarit6 et identification en 
statistique bayesienne (Sufficiency, AnciUar- 
ity and Identification in Bayesian Statistics) 
A Bayesian experiment is defined by a unique 
probability on the product of the parameter 
space and the sample space. This joint probabil- 
ity determines a conditional independence rela- 
tion which is used for a symmetrica] analysis 
of sufficiency and ancifiarity on the parameter 
and the sample. Identification is then consid- 
ered as a property of minimal sufficiency on 
the parameter space. These concepts are ex- 
tended to conditional models and are shown 
to be suitable for a study of die exogeneity prop- 
erty in a coherent statistical framework. Aim. 
Econ. Statist., Oct./Dec. 1986,(4), pp. 63-83 
(French). EHESS and GREMAQ, University 
of Social Sciences, Toulouse; CORE, Ca th olic 
University of Louvain. 

Gourieroux, Christian, et *L — Generalised 
Residuals 

This paper proposes a definition of general- 
ized residuals for a large, class of nonlin ea r 
econometric models. These residuals are shown 
to have properties similar to tboae of the frm&> 
tar residuals in the linear mode l an d tohe eaefti 
in many hypothesis testing problems* C ro p. 
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thors are Alain Monfbrt, Eric Renault, and 
Alain Trognon. J. Econometric s, Jan. /Feb. 
1987, 34(1/2), pp. 5-32. CEPREMAP, Paris. 

Gourferoux, Christian, et al. — Simulated Re- 
siduals 

Models deduced from a latent regression 
model by a nonlinear mapping are considered 
in this article. This class of models contains 
some well known limited dependent variable 
models such as the tobit, the probit, and dis- 
equilibrium models. In this context, some simu- 
lated residuals are defined. Those residuals play 
the same role as the usual residuals in linear 
models. They can be used with the standard 
regression packages for diagnostic checks or 
genuine statistical tests. Coauthors are Alain 
Monfbrt, Eric Renault, and Alain Trognon. ). 
Econometrics, Jan./Feb. 1987, 34(172), pp. 201- 
52. CEPREMAP, Paris. 

Hall, Alastair — The Information Matrix Test for 
the Linear Model 

The author derives the information-matrix 
test, suggested by H. White (1962), for the nor- 
mal fixed-regressor linear model, and shows 
that the statistic decomposes asymptotically 
into the sum of three independent quadratic 
forms. One of these is White's general test for 
heteroscedasticity and the remaining two com- 
ponents are quadratic forms in die third and 
fourth powers of the residuals respectively. The 
results show that the test will fail to detect serial 
correlation and never be asymptotically optimal 
against heteroskedasticity, skewness, and non- 
normal kurtosis. Rev. Econ. Stud., Apr. 1987, 
54(2), pp. 257-63. North Carolina State Univer- 
sity. 

Hausman, Jerry A. and Ruud, Paul A. — Speci- 
fying and Testing Econometric Models for 
Rank-ordered Data 

The rank-ordered logit model is used as the 
basic specification for rank-ordered consumer 
choice data. Two specification tests are pro- 
posed for this specification. The first is a Haus- 
man specification test for the independence 
from irrelevant alternatives hypothesis. The 
second test examines the possibility that the 
estimates of equivalent prices are consistent. 


Two alternative estimators are also proposed. 
One generalizes the rank-ordered logit specifi- 
cation to allow for a form of heteroscedasticity 
that permits top-ranked choices to be more pre- 
cisely ranked than bottom-ranked choices. The 
other estimator is an application of a weighted 
A/ -estimator that yields consistent equivalent 
prices estimators despite any misspecificatkm 
of the distribution in the rank-ordered logit 
model. /. Econometrics, Jan./Feb. 1987, 34(1/ 
2), pp. 83-104. Massachusetts Institute of Tech- 
nology; University erf California, Berkeley. 

Hoffman, Dennis L. — Two-Step CLS Estima- 
tors in Multi-equation Generated Regressor 
Models 

Despite the critical analysis of Pagan (1984) 
and several subsequent applied studies, empiri- 
cal models characterized by expectations are 
often estimated with “generated regressor" 
proxies that are treated as ordinary nonstochas- 
tic regressors. This paper offers a Generalized 
Least Squares estimator designed to cope with 
the nonscalar disturbance matrix precipatated 
by generated regressors. The approach is de- 
signed as a natural extension of Pagan's analysis 
and the author demonstrates how it may be 
applied to multi-equation models. Experimen- 
tation with numerical examples reveals the po- 
tential severity of ignoring die problem. These 
results also suggest an easily calculated indica- 
tor of potential inference distortion in models 
that foil to account for “generated regressors.” 
Rev. Econ. Statist., May 1987, 69(2), pp. 336- 
46. Arizona State University. 

Hcpper, Steven and Stapleton, David C.— 
Consistent Sets of Estimates for Restricted 
Regressions with Errors in All Variables 
In the errors-in-variables model, positive 
semidefinite conditions on covariance matrices, 
together with sufficiently small prior limits on 
the severity of measurement error, imply th* 1 
die set of feasible values for population coeffi- 
cients is bounded. The authors show how main- 
tained restrictions can be used to reduce further 
die set of feasible values for the coefficients 
If the re strictio n s are i ncorrect, the restricted 
feasible set will be empty for sufficiently sn»U 
limits on the severity of measurement error 
Hence the r es triction s are testable even thaw 
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efficients are not identified. Int. Econ. 
une 1987, 28(2), pp. 445-57. Camegie- 
Univenity; Dartmouth College. 


ohn L. — Predicting the Turning Points 
isiness and Economic Time Series 
ard linear least-squares prediction 
s are not directly applicable to making 
ility statements about time series turn- 
nts. William F. Wecker suggested a 
for extending the least-squares tech- 
o allow computation of the probability 
ition of turning points of a time series, 
s analysis was univariate and did not 
r all sources of uncertainty (i.e., esti- 
f coefficients). The primary purpose of 
>er is fourfold: (1) to extend Wecker’s 
to the case of the multiple time-series 
(2) to consider most sources of model 
inty; (3) to test the procedure for relia- 
lethod of calibrations): and (4) to demon- 
ome interesting applications. ]. Bus., 
B7, 60(2), pp. 201-38. University of Vir- 


xing-Fei — Non-parametric Testing of 
ete Panel Data Models 
tochastic structures of the homogeneous 
imial process, the heterogeneous mul- 
process, the Markov chain, and the 
;neous Markov chain are analyzed 
discrete panel data framework. A gen- 
ioretical and computationally tractable 
ork to test the stochastic structures is 
<1. The testing framework is nonpara- 
n nature, can incorporate the presence 
-varying exogenous variables, and can 
ied to the genera] polychotomous re- 
vises. Asymptotically optimal tests can 
/ implemented. The LM tests for the 
ic structures are simply to test certain 
nality conditions with residuals. /. 
tetrics, Jan./Feb. 1987, 34(1/2), pp. 147- 
versity of Minnesota. 


« fan R. — The Exact Moments of a Ha- 
Quadratic Forms in Normal Variables 
wet moments ofx'Ax/i’Bx are obtained, 
; is a normally distributed vector with 
«en (possibly nonsero) and positive defi- 


nite covariance matrix, A is symmetric and B 
positive se indefinite. These moments appear 
as simple integrals which can be evaluated nu- 
merically in a straightforward manner. In addi- 
tion, the precise conditions for the existence 
of the moments are found. Some related results 
are also reported. Ann. Econ. Statist., Oct./ 
Dec. 1986, (4), pp. 95-109. London School of 
Economics. 


McDonald, James B. and Butler, Richard J. — 
Some Generalized Mixture Distributions 
with an Application to Unemployment Dura- 
tion 

Compounding or mixture distributions pro- 
vide a rich class of models for applications rang- 
ing from models of heterogeniety, measure- 
ment error, distribution of stock returns and 
income to models of unemployment duration. 
Some very general mixtures are considered 
which include many new mixture models and 
also provide a unified method of organizing and 
comparing previously considered models as 
well as a test of heterogeneity. These models 
are used to analyze CPS unemployment dura- 
tion data. A heterogeniety interpretation of the 
mixture models explains the discrepancy be- 
tween implications of search theory and pat- 
terns observed in aggregate unemployment 
data. Rev. Econ. Statist., May 1987, 69(2), pp. 
232-40. Brigham Young University. 


McFadden, Daniel— Regression-based Specifi- 
cation Tests for the Multinomial Logit Model 
Diagnostic tests for omitted variables or func- 
tional misspecifi cation in the multinominal logit 
model can be performed conveniently by test- 
ing the significance of auxiliary regression of 
residuals on included and excluded variables. 
In particular, Lagrange Multiplier and Haus- 
man-McFadden tests of the Independence, 
from Irrelevant Alternatives property of the 
multinominal logit model can be carried out 
by the regression method using suitably defined 
excluded variables. Using this method, it is 
straightforward to test jointly against several 
sources of misspedficatkm, and to diagnoae the 
structure of deviations from the multinoeaiaai 
logit model. J. Econome tr i cs , Jan./Feb. 1987, 
34(1/2), pp. 63-82. Massachusetts Institute of 
Technology- 
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Newey, Whitney K. — Specification Tests for 
Distributional Assumptions in the Tobit 
Model 

Hie recent development of distribution ro- 
bust estimators for the censored regression 
model allows for the construction of specifica- 
tion tests of the normality and homoskedasticity 
assumption of the Tobit model. This paper con- 
siders J. Hausman (1978) specification tests for 
the Tobit model that are based on J. L. Powell’s 
(1986) symmetrically censored least squares es- 
timator. Testing for models with explanatory 
variables that are endogenous is considered, 
as well as the simpler case where the explana- 
tory variables are exogenous. Testing of the 
maintained conditional symmetry assumption 
of the symmetrically censored least-squares es- 
timator is also considered. The tests are imple- 
mented in an empirical example of a model of 
female labor supply. /. Econometrics, Jan. /Feb. 
1987, 34(1/2), pp. 125-45. Princeton Univer- 
sity. 

Rouault, Jacques and Capy, Pierre — Com- 
ment ^valuer un nombre de categories par 
6chantillonnage (Estimating the Number of 
Categories by Sampling) 

This paper describes a method for estimating 
the number of categories in an urn of unknown 
composition. From a priori values for the num- 
ber and frequencies of categories, it is possible 
to calculate a sampling error and to estimate 
the number of individuals to draw which would 
be necessary for decreasing this error beyond 
a given risk. Successive $igj | fi lead to a conver- 
gence towards a convenient representation of 
the urn, in agreement wtjik the fixed risk. Ann. 
Econ. Statist., Oct. /Dec, 1966, (4), pp. Ill— 
24 (French). CNRS, Paris. 

Smith, Richard J. — Testing the Normality As- 
sumption in Multivariate Simultaneous Lim- 
ited Dependent Variable Models 
A score-test diagnostic for multivariate non- 
normality expressed as a multivariate Edge- 
worth distribution truncated at the fourth order 
is presented for a multivariate simultaneous- 
equations system in normally-distributed latent 
variables subject to a general censoring scheme. 
The score test involves third- and fourth -order 
multivariate conditional moments of the struc- 


tural system’s disturbance terms given the cen- 
soring scheme evaluated at the nuH hypothesis 
maximum likelihood estimator. The informa- 
tion-matrix test statistic, also given, is a score 
test for multivariate nonnormality and particu- 
lar forms of multivariate heteroskedasticity and 
heteroditicity. Alternative C(a) tests based on 
CAN estimators are also suggested. J. Econo- 
metrics, Jan./Feb. 1987, .34(1/2), pp. 105-23. 
University of Manchester. 

Terza, Joseph V. — Estimating Linear Models 
with Ordinal Qualitative Regressors 
The theory and application of ordinal qualita- 
tive dependent variable models have been 
given considerable attention in the social sci- 
ence and statistical literature. Linear models 
with ordinal qualitative regressors have, how- 
ever, been neglected. In this paper, a simple 
siieeification for such models is developed and 
a consistent asymptotically normal estimator is 
offered. The estimator is compared to the con- 
ventional dummy-variable approach using sim- 
ulated data. The simulation results indicate that 
substantial gains with regard to bias and effi- 
ciency can lie achieved relative to estimation 
using a conventional dummy-variable scheme. 
Said gains appear to increase as the number 
of ordinal categories increases. The asymptotic 
properties of the estimator are detailed in the 
appendices. J. Econometrics, Mar. 1987, 34(3). 
pp. 275-91 . University of Georgia. 

Tie, Y. K. — A Note on Sargan Densities 
This note reconsiders the general class of Sar- 
gan densities studied by S. M. Goldfield and 
R. E. Quandt (1981) and S. Missiakoulis (1983) 
in the context of approximating normal densi- 
ties in regression models. Some errors in these 
papers are pointed out and the Sargan densities 
are recomputed. To the contrary of Missi- 
akoulis’s conclusion, the first two order densi- 
ties are not the best choice. Higher-order densi- 
ties are better approximations, though the lies' 
choice appears to be the second-order density 
based on the Goldfeld-Quandt criteria. I 
Econometrics, Mar. 1967, 34(3), pp. 349-5* 
National University of Singapore. 

Wills, Hugh — A Note on Specification Tests fix 
the Multinomial Logit Model 
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choice probabilities generated by D. McFad- 
's (1973) random utility model are both mul- 
omial logit and have the Independence of 
slevant Alternatives (HA) property. Various 
hors have suggested specification tests of this 
jerty. This paper identifies the alternative 
'nst which these tests are constructed and 
Bins classical specification tests. It is shown 
t both the null hypothesis and local asymp- 
; power of the classical tests is the same as 
a proposed Hausman test. Finally the dis- 
sion throws some light on the nature of the 
property and on the performance of the 
it model in applications where one would 
»ect the IIA property to be violated but 
ire the alternative set is fixed. /. Economet- 
\ Jan./Feb. 1987, 34(1/2), pp. 263-74. Lon- 
School of Economics. 

Construction, Analysis, and Use of 
Econometric Models 

meron, Trudy Ann and James, Michelle 
X — Efficient Estimation Methods for 
closed -ended” Contingent Valuation Sur- 
'eys 

closed -ended contingent valuation” surveys 
be very useful in the evaluation of non- 
rket resources. Respondents merely state 
ither they would accept or reject a hypothet- 
threshold amount, either as payment for 
ing up access to the resource or as a fee for 
use. The authors develop a maximum likeli- 
xl procedure which exploits the variation in 
threshold values to allow direct and separate 
nt estimates of regression-like slope coeffi- 
nts and error standard deviations (without 
ncation bias). Their illustration uses data 
m a survey of recreational fisherman to exam- 
factors which influence individuals’ willing- 
a-to-pay. Rev. Earn. Statist., May 1987, 
»), pp. 269-76. University of California, Los 
..eles; Department of Fisheries and Oceans, 
nada. 

»ar, E. Mind— The Sensitivity of Extended 
linear Expenditure System Household 
’odes to Income Declaration Errors 
Sktended Linear Expenditure System 
JES) household scales use the income vari- 
J of 6 m household in identifying a system 
5o®el curves. Income data in household sur- 


veys may contain declaration errors which re- 
sult in the errors-in-variables problem. A com- 
posite error distribution, which incorporates 
both measurement and declaration errors into 
the model, is proposed and the ELES scales 
are reestimated. They are found to be sensitive 
to income declaration errors and biased mea- 
sures of household welfare. /. Econometrics, 
Mar, 1987, 34(3), pp. 361-72. Loyola Univer- 
sity. 

Kulatilaka, Nairn — The Specification of Partial 
Static Equilibrium Models 
In conducting an investigation into the speci- 
fication of partial static equilibrium factor de- 
mand models, this paper isolates: (1) the endo- 
geneity of output and quasi-fixed factor levels; 

(2) the choice of omitted share equation; and 

(3) the presence of serial correlation (when us- 
ing time series data) as the specification issues 
that most affect the existing empirical literature. 
The impact of specification changes are studied 
via a series of experiments conducted on an 
illustrative data set and are found to have signif- 
icant effects on. parameter estimates and model 
diagnostics; departures between observed and 
foil equilibrium levels of quasi-fixed factors; and 
price elasticities. As a consequence, caveats 
must be attached to several previous studies 
and care must be taken by future researchers 
in addressing using such models. Rev. Earn. 
Statist., May 1987, 69(2), pp. 327-35. Boston 
University. 

Kumbhakar, Subal C. — The Specification of 
Technical and Allocative Inefficiency in Sto- 
chastic Production and Profit Frontiers 
This paper develops techniques for die esti- 
mation of technical and allocative inefficiency 
using the stochastic frontier production meth- 
odology under the behavioral assumption of the. 
median profit maximization. Specification and 
estimation issues are discussed in a single cross- 
section as well as panel-data framework using 
the Cobb- Douglas production function. Consis- 
tency of the estimates of technical inefficiency 
is proved in the context of panel data (as T 
tends to infinity) when t echnic al ineffici e ncy is 
distributed as half normal or truncated normal. 
J. Econometrics, Mar. 1967, 94(3), pp. 33 M* 
University of Texas at Austin. -- 
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Ransom, Michael R. — A Comment on Con- 
sumer Demand Systems with Binding Non- 
negativity Constraints 

For consumer-demand systems derived from 
a quadratic utility function, the Kuhn-Tucker 
conditions for utility maximization subject to 
non-negativity constraints can be modeled as 
a system of linear simultaneous equations with 
limited dependent variables. Such systems are 
“internally consistent” if they have unique solu- 
tions. This paper shows that concavity of the 
utility function guarantees the internal consis- 
tency of the associated simultaneous equation 
system with limited dependent varaible. J. 
Econometrics, Mar. 1987, 34(3), pp. 355-59. 
University of Arizona. 

280 Economic and Social Statistical Data 
and Analysis 

221 National Income Accounting 
Greenwood, Michael J. and Ladman, Jerry 
R. — Intertemporal and intersectoral Aspects 
of Income Distribution in Mexico 
This paper describes and analyzes sector and 
state income inequality in Mexico in 1960 and 
1970. During the rapid economic growth of the 
1960s, Mexico’s economy experienced signifi- 
cant structural transformation. The distribution 
of income, however, did not improve during 
the decade, the poorest states having consider- 
ably more inequality in each sector. This study 
clearly shows that public policy has affected the 
distribution of Mexican income, expenditures 
for social overhead investment resulting in a 
movement toward greater equality, but agricul- 
tural expenditures, chiefly for irrigation, con- 
tributing to increased inequality within the ag- 
ricultural sector. Rev. Soc. Earn., Apr. 1987, 
45(1), pp. 48-63. University of Colorado; Ari- 
zona State University. 

StoOar, Andrew J.| Grubaugh, Stephen G. and 
Thompson, C. Rodney — Utilisation of Direct 
and Indirect Estimates of Real GDP Per Cap- 
ita: Implications of the Errors in the Variables 
Model 

Several professional journals have presented 
the results of a series of recent studies on the 
nature and form of the relationship between 
real income per capita (purchasing-power-par- 
ity adjusted) and nominal income (exchange* 


rate adjusted). This paper extends that analysis 
by applying the errors-in-the-variables model, 
a technique that allows for estimation of the 
asymptotic parameter bias that exists when us- 
ing either a mixed vector of direct and indirect 
real GDP estimates or a nominal income vector. 
Statistical concerns about the form of the equa- 
tion used to generate indirect estimates are also 
presented. Econ. /., June 1987, 97(386), pp. 
468-78. Bentley College; Bentley College; Vir- 
ginia Polytechnic Institute and State Univer- 
sity. 

226 Productivity and Growth: Theory and Data 
Rom6n, Zolt&n — Productivity Growth and Its 

Slowdown in the Hungarian Economy 
International comparison shows that in the 
last fifteen to twenty years the growth of pro- 
ductivity in Hungary was about average relative 
to the developed Western countries, the devel- 
oping countries, and the European socialist 
countries, while its slowdown after 1979 was 
slower than average. At the same time, the 
technological standards of products and produc- 
tion, as well as the structural adjustment of in- 
dustry, are unsatisfactory and the international 
competitiveness of the industry is weakening. 
These are the main causes of the deceleration 
in the growth of productivity. Acta Oecon.. 
1985, 35(1-2), pp. 81-104. Institute of Indus- 
trial Economics, Hungarian Academy of Sci- 
ences, Budapest. 

227 Prices 

Domberger, Simon — Relative Price Varaibility 
and Inflation: A Disaggregated Analysis 
Relative price variability has been studied 
at the cross-sectional (intermarket) level. This 
paper addresses the equally important phenom- 
enon of intramarket variability: the dispersion 
of commodity price movements around the in- 
dustry average. Using quarterly price data for 
eighty disaggregated commodity groups in the 
United Kingdom from 1974 to 1984, the paper 
investigates the determinants of intramarket 
price variability and replicates some previous 
cross-sectional tests for die United Kingdom' 
Intramarket price variability is found to be posi- 
tively related to inflation. Intramarket variabil- 
ity is found to be positively related to the * v ' er " 
age (market) rate of price change. /• ?<&• 
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on., June 1987, 95(3), pp. 547-66. London 
isiness School and University of Sydney. 

oyen, Richard T. and Waud, Roger N.— 
An Examination of Aggregate Price Uncer- 
tainty in Four Countries and Some Implica- 
,-ions for Real Output 

Ills study constructs measures of aggregate 
x uncertainty for lour countries (Canada, 
jst Germany, Great Britain, and the United 
ites) and examines the relationship across 
untries and through time between the infla- 
:i rate, inflation variability, and measures of 
se uncertainty. The results suggest that: the 
{her and more variable inflation of the 1970s 
teased uncertainty about the aggregate price 
'el in Canada, Creat Britain, and the United 
ites, but not West Germany, and there was 
ignificant negative output effect of aggregate 
ice uncertainty for Canada and the United 
ngdom, but not for the United States or West 
srmany. Int. Econ. Rev., June 1987, 28(2), 

. 353-72. University of North Carolina. 

bbons, Elizabeth and Halpin, Gerald F. — 
Import Price Declines in 1986 Reflected Re- 
duced Oil Prices 

’rice developments discussed in this article 
; based on data from the Bureau of Labor 
lUstics’ International Price Program which 
xluces import and export price indexes based 
the Standard Industrial Classification 
leme. Both indexes use a modified Laspeyres 
inula Price data are collected for more than 
,000 products, and are not seasonally ad- 
sted. Import price indexes are weighted by 
} 1980 Tariff Schedule of the United States 
notated. Export price indexes are weighted 
ing the 1980 Schedule B classification system 
the U.S. Bureau of the Census. Mon. Lab. 

Apr. 1987, 110(4), pp. 3-17. Bureau of 
bor Statistics, Washington, D.C. 

*wefl, Craigs Burns, Roger and Clem, An- 
drew— -Sharp Drop in Energy Prices Holds 
Inflation in Check during 1986 
bis article examines price changes for major 
mponents of the Consumer Price Index and 
8 Producer Price Index. A slight increase in 
Mwaaer prices was a contrast to the economy 
*be 1970s, when double-digit price increases 
beared, ff ur t bet m ore, producer prices actu- 


k 

ally fell across a broad front for the first tipje 
since the early 1960s. The continuing decline 
in energy prices resulted in the Consumer Price 
Index advancing only 1.1 percent during the 
twelve-month period ending in December. Hie 
finished goods price index turned lower for die 
first time since 1963, declining 2.5 percent. 
Mon. Lab. Rev.. May 1987, 110(5), pp. 3-9. 
Bureau of Labor Statistics, Washington, D.C. 

300 Domestic Monetary and Fiscal 
Theory and Institutions 

310 Domestic Monetary and Financial 
Theory and Institutions 

Sarcinelli, Mario-— Determinants and Trends 
of Italian Financial Policy 
After assessing the developments in the Ital- 
ian financial market, the conclusion is reached 
that financial innovation has been the offspring 
of high and variable inflation, bulging budget 
deficits, volatility of interest rates, and direct 
credit controls. Thus innovation has been fos- 
tered more by the authorities than by the mar- 
ket. Atypical or nonstandard securities devel- 
oped by enterprising operators foiled to 
consolidate themselves because of the lade of 
a secondary market. Two other determinants 
of financial policy across countries, i.e. deregu- 
lation and privatization, fared poorly in Italy 
in recent years. As regards fair-play regulation 
of financial markets, the trend has been up- 
ward. Privatization has been piecemeal and has 
not yet forced its way into Governments priori- 
ties. Bence Naz. Lavoro Quart. Rev., Mar. 
1987, 40(160), pp. 3-29. Ministero del Tesoro, 
Rome. 

Serietis, Apos tolas and Robb, A. Leslie — Divi- 
sia Aggregation and Substitutability among 
Monetary Assets 

In this paper the authors estimate the degree 
of substitutability among the services of money, 
checkable deposits, savings deposits, and Base 
deposits in a qiuui-borootbetie translog utility 
framework for Canada. The four co mp o si tes 
mentioned are formed by agg regatiagmorc bo- 
sic assets such as checkable deposits et hub, 
checkable deposits at trust oompanfevete, Xw 
ditlonally the simple-sam aggn i gat to n h aabaen 
used in this context. The authors toveatflpito 
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both this alternative and Divisia aggregation 
of die assets. They find a low degree of substitu- 
Hon among the services of monetary assets and 
provide some evidence favoring Divisia aggre- 
gation over simple-sum aggregation. J. Money, 
Credit, Banking, Nov. 1986, 18(4), pp. 430- 
46. University of Calgary; McMaster Univer- 
sity, Canada. 

311 Domestic Monetary and Financial Theory and 
Policy 

Bester, Helmut — The Role of Collateral in 
Credit Markets with Imperfect Information 
This paper analyzes the structure of credit- 
market equilibrium under imperfect informa- 
tion. Collateralization and credit rationing are 
compared as alternative means to cope with 
problems of adverse selection and moral haz- 
ard. It is shown that lenders may use collateral 
as a self-selection and incentive mechanism. Ra- 
tioning occurs only if the borrowers’ collateriz- 
able wealth is too small to allow perfect sorting 
or to create sufficiently strong incentives. 
Whenever there is rationing in an equilibrium, 
some borrowers are charged the maximum 
amount of collateral. Euro. Econ. Rev., June 
1987, 31(4), pp. 887-99. University of Bonn. 

Blanchard, Olivier J. and Summers, Lawrence 
H. — Pourquoi les taux d’int6r£ts sont-ils aussi 
dlevds (Perspectives on High World Real In- 
terest Rates) 

This paper examines the reasons for the dra- 
matic increase in real interest rates in the world 
economy observed over the 1978 to 1984 pe- 
riod. The authors find little evidence to suggest 
that budget deficits can be blamed for the in- 
crease in worldwide real interest rates. The 
structural inflation-adjusted budget deficit of 
(he major OECD nations has not changed ap- 
preciably since 1978. Rather, the authors are 
led to explain high real interest rates in terms 
of the combined effect of tight monetary policies 
and the increased attracti v eness of investment. 
The importance of the latter factor is evidenced 
by the strong p er form ance of stock markets and 
investment around the world in the face of high 
real interest rates. Ann. Econ. Statist., July/ 
Sept. 1968, (3), pp. 53-100 (French). Massachu- 
setts Institute of Technology; Harvasd Univer- 
sity. 


Bordo, Michael D.s Choudhri, Ehson U. and 
Schwartz, Anna J. — The Behavior of Money 
Stock under Interest Control: Some Evi- 
dence for Canada 

A widely held view of interest rate control 
is that under this policy the demand for Ml 
determines the behavior of the stock of Ml. 
An alternative view is that under interest rate 
control the supply function of Ml is the residual 
quantity determined by the banking system 
given the levels of bank credit and non transac- 
tion deposits chosen by the nonbank public. 
The authors find evidence in favor of the alter- 
native view for the Canadian case, 1970-84. J. 
Money, Credit, Banking, May 1987, 19(2), pp. 
181-97. University of South Carolina; Carleton 
University, Canada; National Bureau of Eco- 
nomic Research. 

Chan, Yuk-Shee and Thakor, Anjan V. — Col- 
lateral and Competitive Equilibria with 
Moral Hazard and Private Information 
The authors examine equilibrium credit con- 
tracts and allocations under different competiv- 
ity specifications, and explain the economic 
roles of collateral under these specifications. 
Both moral hazard and adverse selection are 
considered. The principal message is that how 
a competitive equilibrium is conceptualized sig- 
nificantly affects the characterization of equilib- 
rium credit contracts. Specifically, some well 
known results in the rationing literature are 
shown to rest delicately on the adopted equilib- 
rium concept. Two somewhat surprising results 
emerge. First, high-quality borrowers with un- 
limited collateral may be priced out of the mar- 
ket despite the bank having idle deposits. Sec- 
ond, high-quality borrowers may put up more 
collateral. /. Finance, June 1987, 42(2), pp- 
345-63. Northwestern University and Univer- 
sity of Southern California; Indiana Univer- 
sity. 

Cocimano, Thomas F. — Reserve Accounting 
and Variability in the Federal Funds Market 
The federal-funds market is analyzed under 
the reserve accounting procedures suggested 
by Robert D. Laurent (1979) and William Poole 
(1976). In general, it is shown that the forecast 
error for the federal -funds rate is smaller wbe* 1 
the uncertainty arises from future random 
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shocks. However, the current forecast error for 
the demand for money has an ambiguous impact 
on the forecast error for the federal-funds rate 
under Laurent or Poole’s procedure. J. Money, 
Credit, Banking, May 1987, 19(2), pp. 198-209. 
Texas AflcM University. 

Cowen, Tyler and Kroszner, Randall — The 

Development of the New Monetary Econom- 
ics 

This paper looks into the history of economic 
thought to examine the forerunners of the “new 
monetary economics.” This approach empha- 
sizes the role of regulations on private financial 
intermediation in determining the particular in- 
stitutional arrangements that contemporary 
monetary theory treats as data. The “new view” 
investigates the possibility that under laissez- 
faire the unit of account and means of payment, 
traditionally bundled together in the item 
called "money,” may become separated. The 
earlier writers who share this perspective have 
been overlooked by historians of economic 
thought as well as by recent contributors to 
the new monetary economics. Many of the in- 
sights of these theorists are relevant to modem 
monetary theory. J. Polit. Econ., June 1987, 
95(3), pp. 567-90. Harvard University. 

Feltenstein, Andrew and Farhadian, Ziba — 
Fiscal Policy, Monetary Targets, and the 
Price Level in a Centrally Planned Economy: 
An Application to the Case of China 
This paper presents a planned-economy mon- 
etary model of China. A money supply equation 
links changes in broad money to government 
transactions evaluated at official prices. The de- 
mand for real money balances by consumers 
equals the nominal demand for money deflated 
by an unobserved true price index. The model 
explains money demand as the divergence be- 
tween the then official and true price indices. 
Changes in the money supply are explained 
by government transactions, while money de- 
mand is explained by real income and the antici- 
pated true rate of inflation. The true rate of 
inflation is 2.5 times the official rate. J Money. 
c r*kt. Banking, May 1987, J9(2), pp. 137-56. 
Uaivenity of Kansas; Internationa] Monetary 
Washington. D.C. 


Gochoeo, Maria S. — Tests of the Money Neu- 
trality and Rationality Hypotheses: The Case 
of Japan 1973-1985 

This study examines the Macroeconomic Ra- 
tional Expectations Hypothesis for Japan in the 
period 1973-1985. Monthly, seasonally- unad- 
justed data and the empirical methodology uti- 
lized by Frederic S. Mishldn (1982) are used 
to test the hypotheses of money neutrality and 
rationality of expectation formation Jointly and 
separately. Two alternative methods of induc- 
ing stationarity in the output data are em- 
ployed. The tests reject the joint hypotheses 
of money neutrality and rationality as well as 
the separate hypothesis of money neutrality. 
The separate hypothesis of rationality cannot 
!>e rejected. J. Money, Credit, Banking, Nov. 
1986, 18(4), pp. 458-66. University of Hawaii 
at Manoa. 

Good hart, C. A. E. — Why Do Banks Need a 
Central Bank? 

The conventional view is that the joint provi- 
sion of payments’ services together with portfo- 
lio management functions by banks exposes the 
monetary system to contagious failure, which 
a Central Bank should prevent. The author ar- 
gues, however, that the Joint provision of pay- 
ments' services and portfolio management 
could be safely conducted by mutual collective 
investment intermediaries without such Cen- 
tral Bank support, and that current technologi- 
cal changes are making this latter development 
more widespread. The vulnerability of banks 
lies, instead, primarily in the special nature of 
their assets, largely nonmarketable, fixed nomi- 
nal-value loans of uncertain true worth. Oxford 
Econ. Pap., Mar. 1987, 39(1), pp. 75-89. Lon- 
don School of Economics. 

Hardouveiis, Gikas A. — Reserves Announce- 
ments and Interest Rates: Does Monetary 
policy Matter? 

The author provides evidence on die per- 
ceived existence of a strong liquidity elect. The 
analysis is based on the response of the term 
structure of interest rates to the weekly Federal 
Reserve announcements of bank reserves dur- 
ing the post-October 1979 time period, ft tk 
shown that unanticipated A— gw tttrifoekfafat 
between bo rro w ed -and non bm iu s ad i ea rns ae , 
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cause expected real interest rates to change af- 
ter the announcement because they provide in- 
formation about a future change in the supply 
of money. A precise model is developed and 
tested during subperiods of non-bo rrowed and 
borrowed reserve targeting by the Fed. /. Fi- 
nance, June 1987, 42(2), pp. 407-22. Barnard 
College, Columbia University. 

Hoogduin, Lex — On the Difference between 
the Keynesian, Knightian and the “Classical" 
Analysis of Uncertainty and the Development 
of a More General Monetary Theory 
In this article it is shown that Keynes’s con- 
cept of uncertainty is not identical with that 
of F. H. Knight, as is often argued. The identifi- 
cation of Keynesian with Knightian uncertainty 
has contributed to the neglect of an aspect of 
Keynesian uncertainty that is important in un- 
derstanding the functioning of a monetary econ- 
omy. Therefore, it is concluded that monetary 
theory can benefit from the development of an 
analytical apparatus that incorporates all aspects 
of Keynesian uncertainty. De Economist, 1987, 
135(1), pp. 52-65. University of Groningen, the 
Netherlands. 

Kirchgissner, Cebhard — Granger- Kausalitfit 
und Rationale Erwartungen 
The concepts of rational expectations and 
Granger causality are described, showing that 
the Granger causality uses such expectations. 
Using models of T. J. Sargent and W. H. Buiter 
it is shown which conclusions about rational 
expectations and/or policy ineffectiveness can 
be drawn from the results of Granger causality 
tests, especially with respect to instantaneous 
Granger causality. Hie author concludes with 
three examples: the relation between money 


is motivated by a cash-in-advance constraint, 
applied to purchases of a subset of consumption 
goods. The system is subject to both real and 
monetary shocks, which are economy- wide and 
observed by all. They develop methods for veri- 
fying the existence of, characterizing, and ex- 
plicitly calculating equilibria. Econometrica, 
May 1987, 55(3), pp. 491-514. University of 
Chicago; Northwestern University. 

Mankrw, N. Gregory and Summers, Lawrence 

H. — Money Demand and the Effects of Fiscal 

Policies 

This paper reexamines the choice of the scale 
variable in the money-demand function. A vari- 
ety of evidence suggests that consumer spend- 
ing is a better scale variable than GNP. Chang- 
ing the money-demand specification along 
these lines can profoundly affect the standard 
Keynesian analysis of a tax cut. /. Money, 
Credit, Banking, Nov. 1986, 18(4), pp. 415- 
29. Harvard University and National Bureau 
of Economic Research. 

Marini, Ciancarlo — Information Structure and 

Policy Effectiveness 

This paper shows that lagged-feedback rules 
dominate instantaneous-feedback rules in ra- 
tional-expectations models where agents are 
differentially informed across markets. The eco- 
nomic reason is that better-informed agents can 
disentangle the effects of future anticipated pol- 
icy responses implied by current lagged-feed- 
back rules, while instantaneous-feedback rules 
give no indication whatsoever about the future 
course of policy to any agent. Econ. Note*. 
1986, (2), pp. 5-16. London School of Econom- 
ics. 


and income; the international Interest rate link- 
age; and the relation between the perception 
of the general economic situation by voters and 
the popularity of the major German parties. 
Kyklos, 1987, 40(1), pp. 21-42 (German). FB 
Wirtschaftswissenschaften, University Osna- 
brflck, Germany. 


Mofbo, Lozanos E. — Selective Credit Controls 
in Greece: A Test of Their Effectiveness 
This paper analyzes the effectiveness of poli- 
cies to stimulate feted investment by selectively 
increasing the supply of long-term credit and 
by reducing its cost. Through a model of a firm’s 


Looms, Hobart Jr. tod Stokey, NtmcyL,— 
to a Codhio+dvaace 


Investment and financing decisions, the paper 
thows that 6ms my neutralize the effects of 
such policies by changing their & nanein *f*t ‘ 
terns. Em piri ca l analysis aogfitota the* Gives 
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1973-74 by diverting a greater share of long- 
term and internal funds to finance working capi- 
tal, while using a smaller share of these funds 
to finance fixed capital. Int. Monet. Fund Staff 
J ap. , Sept. 1986, 33(3), pp. 477—508. Interna- 
tional Monetary Fund, Washington, D.C. 


the coefficients; and the results are contrasted 
with previous work. The article concludes that 
there is evidence that lags in monetary relations 
have become shorter in the 1970s. Economica, 
Feb. 1987, 54(213), pp. 41-55. University of 
Reading and the Bank of England. 


Montiel, Peter J. — An Optimizing Model of 
Household Behavior under Credit Rationing 
This paper uses an intertemporal optimizing 
model to examine household behavior in a 
world in which bank credit is rationed and 
households have no additional sources of fi- 
nance other than their own savings. It is shown 
that, given the household rate of time prefer- 
ence, the demand for capital is unaffected in 
the long run by changes in the availability of 
bank credit or in either deposit or loan interest 
rates. These measures do affect the demand 
ibr capital in the short run and the entire time 
paths of both consumption and money demand. 
Int. Monet. Fund Staff Pap.. Sept. 1986, 33(3), 
jp. 583-615. International Monetary Fund, 
Washington, D.C. 


’aleoiogos, John — Unanticipated Money, Out- 
put, and Inflation in Greece 
This paper develops and estimates a small 
new-classical model of the Greek economy us- 
ing annual data from 1954 to 1980. The model 
is "monetarist" as the demand for output is de- 
rived from the demand for money function. In 
this model output is affected only by actual and 
anticipated monetary growth, whereas the price 
level is influenced by both actual and unantici- 
pated changes in money supply, using single 
equation and simultaneous equation tech- 
niques. Public Finance, Dec. 1986, 4/(3), pp. 
415-29. Piraeus Graduate School of Industrial 
Studies, Greece. 


'atterson, Kerry David— The Specification 
and Stability of the Demand for Money in 


the United Kingdom 

This article reports a dynamic demand for 
money function specified in difierences-plus- 
’hsequihbriujB form, with direct estvroifce* cfi 

f'dt- 

S unn i iwr*— ■ 


••ability of 



Postlew aite, Andrew and Vives, Xavier — Bank 
Runs as an Equilibrium Phenomenon 
A standard demand-deposit contract in which 
individuals are entitled to their full deposit at 
any time provided the bank is solvent is ana- 
lyzed in a context in which there are no exoge- 
nous events on which agents condition their 
behavior and a unique equilibrium involving a 
bank run with positive probability is shown to 
exist. J. Polit. Eicon., June 1987, 95(3), pp. 485- 
91. University of Pennsylvania. 

Richards, Daniel J. — Unanticipated Money 
and the Political Business Cycle 
Six different series of one-period forecasts for 
money growth are generated for each year, 1960 
through 1984. The prediction errors are ana- 
lyzed to see whether the authorities attempted 
to expand the economy in election years by 
unexpectedly raising money growth. While 
there is no evidence of attempts to fool the 
public throughout the entire 1960-84 period, 
such fooling may have been tried through 1974. 
It is speculated that the public discussion of 
expectations formation and of politicians moti- 
vations since then may have signaled officials 
that further attempts to mislead the public 
would be prohibitively costly. J. Money, 
Credit, Banking, Nov. 1986, 18(4), pp. 447- 
57. Tufts University. 


Sephton, Peter S.— The Choice of Monetary 
Policy Instruments in Canada: An Extension 
W. Poole (1970) and Gordon Sparks (1979) 
used fixed-price models to examine the relative 
merits of various monetary policy instruments. 
This paper extends the discussion to a flex-price 
model. It illustrates that bank reserve account- 
ing systems have no affect on the choice of fetter* 
est-rate or exchange-rate instruments. Hie au- 
fcw &(*** ftvsX Income t* she lte red ham 


'jaw*** 
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Shoos, Evangdo* O. and Triantis, John E. — 
The Effect of Structural Instability on the De- 
mand for Money Forecast 
Previous empirical works attempt to explain 
the downward shift of the demand for money 
since 1975 by including alternative explanatory 
variables which produce marginally better re- 
sults in an OLS environment. Using varying 
parameter regression models, it is shown that 
OLS results are misleading because the shift 
in the demand for money is not captured by 
constant-coefficient models. Static and dynamic 
varying parameter regression forecasts are su- 
perior to OLS forecasts and appear to resolve 
the missing money puzzle. Econ. Notes, 1986, 
(2), pp. 43-61. University of New Hampshire; 
AT&T-Communications, Morristown, New Jer- 
sey. 

Sumner, Michael T. and Ward, Robert — 
Nonlinear Estimates of the UK Phillips 
Curve 

A spline function is used to estimate an expec- 
tations-augmented Phillips curve, in order to 
allow a discontinuity in the relationship be- 
tween unemployment and wage inflation. A 
kink is found to occur at an unemployment rate 
just above the “natural” level: at higher rates 
of unemployment the partial Phillips curve is 
essentially horizontal. The Implication of these 
results is that the severely deflationary policies 
pursued in the United Kingdom during the 
1960s are highly inefficient. Econ. Notes, 1986, 
(2), pp. 62-67. University of Sussex; University 
of Salford, United Kingdom. 

Sundararajan, V. — The Debt-Equity Ratio of 
Firms and the Effectiveness of Interest Rate 
Policy: Analysis with a Dynamic Model of 
Saving, Investment, and Growth in Korea 
This paper analyzes empirically the linkage 
between interest rates, the debt-equity ratio 
of firms, the overall cost of capital, savings, in- 
vestment, and growth in the Korean economy 
during 1963-81. The int e rde p endence between 
the financing and real decisions is explicitly 
modeled. Estimates show that the overall cost 
of capital is U-shaped, first foiling and then ris- 
ing as the debt-equity ratio rises, and this rela- 
tionship has for-reaching implications for the 
effectiveness of interest-rate pokey. In particu- 


lar, model simulations reveal that in recent 
years, owing to high corporate debt, the effec- 
tiveness of interest-rate policy has been sub- 
stantially weakened. Int. Monet. Fund Staff 
Pap., June 1987, 34(2), pp. 260-310. Interna- 
tional Monetary Fund, Washington, D.C. 

Tumovsky, Stephen J . — Supply Shocks and 
Optimal Monetary Policy 
This paper demonstrates that if current 
shocks are observed instantaneously, output 
can be stabilized perfectly for completely gen- 
eral supply disturbances, using simple mone- 
tary rules based only on: (1) the current shock; 

(2) the previous forecast of the current shock; 
and (3) the forecast for just one period ahead. 
The optimal rule can be expressed in an infinite 
number of ways and various alternatives are 
considered. With optimal wage indexation, the 
monetary rule is even simpler. If current shocks 
are not observed instantaneously, but are in- 
ferred from other signals, the optimal rules are 
of the same form, with the current perceived 
disturbance replacing the actual. Oxford Econ. 
Pap., Mar. 1987; 39(1), pp. 29-37. University 
of Illinois and National Bureau of Economic 
Research. 

Viren, Matti E. E. — Examining the Long-run 
Relationship between Interest Rates and In- 
flation: Some Cross-country Evidence 
This paper analyzes the magnitude of the 
long-run effect of anticipated inflation on nomi- 
nal interest rates. The analysis makes use of 
alternative measures of anticipated inflation and 
of dynamic model specifications as well as of 
some cointegration test procedures. Empirical 
results with cross-country data from eleven 
countries covering the period 1873-1984 indi- 
cate that a Fisher-hypothesis-type relationship 
does indeed hold in the long run, but that the 
relationship is rather imprecise and the “adjust- 
ment periods” are very long. Econ. Notes, 1986, 

(3) , PP- 122-33. University of Helsinki, Fin- 
land. 

SIS Co mm ercial Banking 

Rhoades, Stephen A. — The Effect of Nonbanfc 
Thrift Institutions on Commercial Bank Profit , 
Performance In Local Markets. 



Selected Abstracts 


2175 


Non bank thrift institutions have been given 
new powers that make them technically closer 
competitors of commercial banks. This article 
uses a standard structure-performance model 
to determine whether a Herfindahl index mea- 
sure of market structure, modified to account 
for nonbank thrifts, is a more powerful variable 
for explaining commercial bank profit perfor- 
mance than a Herfindahl index based on banks 
only. Tests covering 335 local markets for 1978- 
82, 1978-79, and 1981-82 indicate the Her- 
findahl index based on banks and thrifts per- 
forms no better than one based on banks only. 
This is a rather surprising result suggesting that 
generally nonbank thrifts do not greatly in- 
crease competition faced by commercial banks. 
Quart. Rev. Econ. Bus., Spring 1987, 27(1), 
pp. 16-28. Federal Reserve Board, Washing- 
ton, D.C. 

Udell, Gregory F. — Pricing Returned Check 
Charges under Asymmetric Information 
Consumer deposit pricing has recently been 
the subject of close public scrutiny. Banks have 
been accused of monopolistically setting fees 
for some of their deposit services at levels 
greater than associated costs. This paper exam- 
ines consumer deposit pricing in a world char- 
acterized by imperfect information about a 
heterogeneous customer population. It is 
demonstrated that banks, in order to minimize 
an adverse selection problem, utilize a menu 
of pricing elements including NSF fees, mini- 
mum balance requirements, and deposit hold 
schedules. As a result, competitive banks may 
be deliberately overcharging for some compo- 
nent deposit services while simultaneously un- 
dercharging for others. J. Money, Credit, Bank- 
ing, Nov. 1986, 18(4), pp. 495-505. New York 
University. 

313 Capital Markets 

Allen, Pad R. and Sir-mans, C. F — An Analy- 
sis of Gains to Acquiring Finn’s Shareholders: 
The Special Case of REITs 
This study uses capital market data to mea- 
sure the effects of real estate investment trust 
•Mergers on the wealth of the acquiring trust s 
‘Wiholder*. A significant increase in share- 
holder wealth is detected. This differs from the 
findings of other acquisition studies. The pri- 


mary source of the value gain seems to be im- 
proved management of the acquired trust’s as- 
sets. ]. Finan. Econ., Mar. 1967, 18(1), pp. 
175-84. Louisiana State University. 

Ariel, Robert A. — A Monthly Effect in Stock 
Returns 

The mean return for stocks is positive only 
for days immediately before and during the first 
half of calendar months, and indistinguishable 
from zero for days during the last half of the 
month. This “monthly effect” is independent 
of other known calendar anomalies, such as the 
January effect documented by others, and ap- 
pears to be caused by a shift in the mean of 
the distribution of returns from days in the first 
half of the month relative to days in the last 
half. /. Finan. Econ., Mar. 1987, 18(1), pp. 
161-74. Baruch College, City University of 
New York. 

Barone-Adesi, Giovanni and Whaley, Robert 
E. — Efficient Analytic Approximation of 
American Option Values 
This paper provides simple analytic approxi- 
mations for pricing exchange-traded American 
call and put options written on commodities 
and commodity futures contracts. These ap- 
proximations are accurate and considerably 
more computationally efficient than finite-dif- 
ference, binomial, or compound-option approx- 
imation methods. J. Finance, June 1987, 42(1), 
pp. 301-20. University of Alberta; Duke Uni- 
versity. 

Bierwag, G. O.; Kaufman, George G. and 
Latta, Cynthia M.— Bond Portfolio Immuni- 
zation: Tests of Maturity. One- and Two-Fac- 
tor Duration Matching Strategies 
This paper provides additional evidence on 
the usefulness of duration as a strategy tool by 
developing a two-factor duration model and by 
using a reasonably reliable database to compare 
empirically the relative performance of matu- 
rity, one-factor duration, and, two-factor dura- 
tion matching strategies in imm u ni a to g portfo- 
lios of default-free and option-free bonds against 
interest-rate risk. The results suggest that, m 
average, duration models, uvea forarbtoariiy 
assumed simple stochastic pnBMsKaa.anp 
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accurate than maturity models and that in- 
creased accuracy may be achieved by increasing 
the length of the planning period and the num- 
ber of factors in the model. Financial Rev . , May 
1987, 22(2), pp. 203-19. University of Arizona; 
Loyola University; DR1/ McGraw-Hill, Lexing- 
ton, Massachusetts. 

Booth, Laurence — The Dividend Tax Credit 
and Canadian Ownership Objectives 
This paper discusses the role of the dividend 
tax credit in determining the Canadian owner- 
ship pattern of Canadian industry. The analytic 
tool used is the capital-asset pricing model ex- 
tended to indude differential taxation of divi- 
dends and capital-gains income across different 
countries. The paper finds that changes in the 
dividend tax credit will have a differential im- 
pact on Canadian ownership, depending on sec- 
toral differences in dividend yields and vari- 
ances of rates of return, and the correlation 
structure. Empirical simulation of the model 
suggests that the effects are significant. Can. 
J. Econ., May 1987, 20(2), pp. 321-39. Univer- 
sity of Toronto. 

Boren sztein, Eduardo R. — Alternative Hy- 
potheses about the Excess Return of Dollar 
Assets, 1980-84 

This paper explores the empirical validity of 
two hypotheses that could help to explain — 
within the framework of efficient financial mar- 
kets — why the returns on U.S. dollar-denomi- 
nated assets exceeded so amply those of similar 
securities of different currency denomination 
between 1980 and 1985. These two hypotheses 
describe scenarios in which the exchange rate 
displays an asymmetric probability distribution: 
a “peso problem” model and a speculative bub- 
ble model. Both models are found to be consis- 
tent with the sample data. Ini. Monet. Fund 
Staff Pap., Mar. 1967, 34(1), pp. 29-59. Inter- 
national Monetary Fund, Washington, D.C. 

Chfang, Raymond — Some Results on Bond 
Yield and Default Probability 
Yield -to- maturity of corporate bonds and 
yield spreads have become common proxies for 
default risk. However, the defaah-rttik problem 
is asufti-dimensional. Given the market re- 
quired rate of return, the payoff when default 


occurs and the default probability jointly deter- 
mine a bond's yield-to-maturity. Thus, direct 
implications from yield-to-maturity to default 
probabilities among individual bonds generally 
cannot be drawn. This paper examines the suffi- 
cient conditions for yield-to-maturity to be the 
proper ordering or proxy for bond default risk. 
Southern Econ. J. , Apr. 1987, 53(4), pp. 1037- 
51. University of Miami. 

Cleeton, David L. and Reeder, Paul A. — Stock 
and Option Markets: Are Insider Trading 
Regulations Effective? 

While the theoretical debates on the role of 
insider trading continue and empirical evidence 
is gathered, little discussion has focused on the 
difficult problems of determining what behav- 
iors by insiders are aligned with attempts to 
make profits or avoid losses on the basis of their 
information. In particular, option markets have 
been left out of most of the analysis of insider 
trading but offer trading opportunities that are 
at least as profitable as trading in common stock. 
This article examines the link between traded 
options and SEC enforcement practices against 
insider trading. Quart. Rev. Econ. Bus . , Spring 
1987, 27(1), pp. 63-76. Oberlin College; 
Loomis, Sales and Company, Boston. 

Elton, Edwin J.; Gruber, Martin J. and Rentz- 
ler, Joel C. — Professionally Managed, Pub- 
licly Traded Commodity Funds 
Investment in professionally-managed, pub- 
licly-traded commodity funds has grown rapidly 
in recent years. This is the first comprehensive 
study of the performance of these fends. It is 
found that randomly selected fends offer nei- 
ther an attractive alternative to bonds nor a 
profitable addition to a portfolio of stocks and 
bonds. Furthermore, past performance of these 
fends offers very little information about future 
performance. The findings may be explained 
by die large transactions costs incurred by these 
funds and their primary reliance on technical 
analysis. J. Bus., Apr. 1987, 60(2), pp. 175- 
99. New York University; New York University; 
Baruch College. 

Person, Wayne E.| Handel, S haauef and 9tmw 
baugh, Robert F. — Tests of Asset Prick# 
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with Time-Varying Expected Risk Premiums 
and Market Betas 

Tests of asset-pricing models are developed 
that allow expected risk premiums and market 
betas to vary over time. These tests exploit the 
relation between expected excess returns and 
current market values. Using weekly data for 
1963-82 on ten common stock portfolios formed 
according to equity capitalization, a single risk- 
premium model is not rejected if the expected 
premium is time varying and is not constrained 
to correspond to a market factor. Conditional 
mean-variance efficiency of a value-weighted 
stock index is rejected, and the rejection is in- 
sensitive to how much variability of expected 
risk premiums is assumed. J. Finance, june 
1987, 42(2), pp. 201-20. University of Chicago. 

Person, Wayne E. and Merrick, John J., Jr.— 
Non-stationarity and Stage-of-the-Business- 
Cyele Effects in Consumption-Based Asset 
Pricing Relations 

Empirical tests of Euler equations relating 
security returns and consumption usually ap- 
pear to reject the model. Using a common spec- 
ification of aggregate preferences and instru- 
mental variables, this paper examines some 
potential reasons for rejections. The evidence 
indicates that maintained stationarity assump- 
tions of previous tests fail for post-war U.S. 
quarterly and monthly data. Shifts in model 
parameters are found across policy regimes 
(pre-1951 and post-1979) and across states of 
the business cycle (recession versus non-reces- 
sion). Controlling for some of these factors, less 
evidence is found against a simple consump- 
tion-based asset pricing model in non-recession 
periods./. Finan. Econ., Mar. 1987, 18(1), pp. 
127-46. University of Chicago; New York Uni- 
versity. 

Furtado, Eugene P. H. and Roxeff, Michael 
S.— The Wealth Effects of Company Initiated 
Management Changes 
The essence of corporate control includes the 
hiring and firing of key managers. The authors 
examine changes in equity values when the 
Board of Directors appoints and dismisses top- 
level manager s The evidence suggests that: 
BMaagnmiit duuun signal drifts in company 
Pohey mi rate dwrehoider wealth; internal 


promotions confirm die soundness of invest- 
ment by large companies in firm-specific human 
capital while extmal appointments do not; pro- 
motions occur more often than external ap- 
pointments but decline in importance as firm 
size decreases; and dismissal is not a favored 
means to handle managerial unde r pe r formance 
but is associated with stock price increases 
when used. J. Finan. Econ., Mar. 1967, 28(1), 
pp. 147-60. Kansas State University; University 
of Iowa. 

Glascock, John L.; Davidson, Wallace N., HI 
and Henderson, Glenn V. — Announcement 
Effects of Moody's Bond Rating Changes on 
Equity Returns 

This paper examines stock-return behavior 
around the announcement date of a bond-rating 
change by Moody's Bond Service. Moody’s data 
are used to clarify the announcement day. Hie 
results show that equity returns react around 
bond reratings. The reratings for downgrades 
appears to signal the end of a downward drift 
in equity residuals. Unexpectedly, the reaction 
is on the publication of the Bond Survey, not 
the wire service announcement day- Quart. J. 
Bus. Econ., Summer 1987, 26(3), pp. 67-78. 
Louisiana Tech; North Texas State University; 
University of Cincinnati. 

Hansen, Lars Peter and Ri c h ard, Scott F. — 
Hie Role of Conditioning Information in De- 
ducing Testable Restrictions Implied by Dy- 
namic Asset Pricing Models 
The purpose of this paper is to investigate 
testable implications of equilibrium asset pric- 
ing models. The authors derive a general repre- 
sentation for asset prices that displays the role 
of conditioning information. This representa- 
tion is then used to examine restrictions implied 
by asset pricing models on the unconditional 
moments of asset payoffs and prices. In particu- 
lar, they analyze the effect of information omis- 
sion on the mean-variance frontier of one-pe- 
riod returns on portfolios of securities. Also, 
the authors deduce an infor m a tion ext ensi o n 
of equilibrium pricing functions that it aseU 
in deriving restrictions on the uaenudMmal 
moments of payoffs and prices. Eoounustrtoa, 
May 1987, 55(3), pp. 587-8*1 UritmMIr <rf 
Gh frpg n Cam eg j o-M eBoa Uid v Ulty. ■ !" 
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Heaton, Hal— The Relative Yields on Taxable 
and Tax-exempt Debt 

A valuation model for corporate tax liabilities 
is developed and used to derive a relationship 
for the relative yields of taxable and tax-exempt 
debt. The model incorporates both the incom- 
plete tax loss offset of Hie U.S. corporate tax 
code' and the resulting probabilistic marginal 
tax rate. The relationship is then tested using 
regression analysis; the results are both positive 
and strong. J. Money, Credit, Banking, Nov. 
1986, 18(4), pp. 482-94. Brigham Young Uni- 
versity. 

HuD, John C. and White, Alan D. — The Pric- 
ing of Options on Assets with Stochastic Vola- 
tilities 

One option-pricing problem which has hith- 
erto been unsolved is the pricing of European 
call on an asset which has a stochastic volatility. 
This paper examines this problem. The option 
price is determined in series form for the case 
in which the stochastic volatility is independent 
of the stock price. Numerical solutions are also 
produced for the case in which the volatility 
is correlated with the stock price. It is found 
that the Black-Scholes price frequently over- 
prices options and that the degree of overpric- 
ing increases with the time to maturity. J. Fi- 
nance, June 1987, 42(2), pp. 281-300. York 
University, Toronto. 

Kandel, Stunuel and Stambaugh, Robert F. — 

On CorreU^fgM and Inferences about Mean- 
Variance 

A framewm|^|f presented for investigating 
the mean-variance efficiency of an unobserv- 
able portfolio based on its correlation with a 
proxy portfolio. A sensitivity analysis derives 
Hie highest correlation between the proxy and 
a portfolio that reverses the inference of a test 
of Shaipe-Lintner tangency. For example, the 
maximum correlation betwee n the value- 
weighted NYS&-AMEX portfolio and a portfo- 
lio infe rred tangent ranges from 0.76 to 0.48. 
Die authors also test whether the correlation 
between the proxy and the tangent portfolio 
exceeds a given levefe This hypothesis is often 
r e j ect e d for the NYSBfoAMEX proxy at a corre- 
lation of 0.7./. PinonJmcon.. Mar. 1967, 19(1), 
pp. 81-90. University Sfhioage. 

m. 


Larcker, David F. and Lys, Thomas — An Em- 
pirical Analysis of the Incentives to Engage 
in Costly Information Acquisition: The Case 
of Risk Arbitrage 

In order for security prices to be information- 
ally efficient, incentives must exist for traders 
to engage in costly information acquisition. This 
paper provides empirical evidence on this prop- 
osition. The authors observe that risk arbitrag- 
eurs (i.e., market participants who trade in se- 
curities of firms that are involved in mergers, 
tender offers, and voluntary liquidations) are 
able to generate private information regarding 
the success or failure of corporate reorganiza- 
tions. Moreover, risk arbitrageurs earn substan- 
tial returns on their trading activities. These 
results suggest that security prices are suffi- 
ciently noisy to create incentives for costly in- 
formation acquisition. J. Finan. Econ., Mar. 
1987, 18(1), pp. 111-26. University of Pennsyl- 
vania; Northwestern University. 

Lehmann, Bruce N. and Modest, David M. — 
Mutual Fund Performance Evaluation: A 
Comparison of Benchmarks and Benchmark 
Comparisons 

The main goal in this paper is to gauge the 
sensitivity of conventional measures of abnor- 
mal mutual-fond performance to the bench- 
mark chosen to measure normal performance. 
The authors employed standard CAPM bench- 
marks and a variety of APT benchmarks to in- 
vestigate this question and found little similar- 
ity between the absolute and relative rankings 
implied by them. Hence, both the model for 
risk and return and the method used to con- 
struct the APT benchmark are important 
choices in this context. Finally, the authors 
found statistically significant measured abnor- 
mal performance using all benchmarks. The 
economic interpretation of this phenomenon 
appears to be an open question. J. Finance . 
June 1987, 42(2), pp. 233-66. Columbia Uni- 
versity and National Bureau of Economic Re- 
search; Columbia University and University of 
California, Berkeley. 

McCuDocb, J. Huston — The MonotonkHty of 
the Term Premium: A Closer Look 
Eugene F. Faina's 1964 evidence that the 
term premium on Treasury securities is not 
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monotonically increasing is found to depend en- 
tirely on the behavior of hid-asked mean returns 
on nine- and ten-month bills, and only during 
the subperiod 8/64-12/72. When transactions 
costs, as reflected in the bid-asked spread, are 
taken into account, there is found to be no way 
to exploit this nonmonotoncity. The anomalous 
behavior of the quotations is attributed to the 
Treasury’s auctions of nine-month bills during 
the period 9/66-10/72. The hypothesis that the 
term premium is a monotonically increasing 
function of maturity remains unrefuted. /. Fi- 
nan. Econ., Mar. 1987, 18(1), pp. 185-91. Ohio 
State University. 

McLaren, Keith R. and Upcher, Mark R. — 

Testing Further Restrictions on Portfolio 

Models 

Further sets of restrictions that can arise from 
the theory of portfolio models are examined. 
These are of two major classes: variance— covari- 
ance restrictions arising from explicit attention 
to the introduction of the error term, restric- 
tions on the interest-rate response matrix which 
have not been folly accounted for in previous 
studies. Under certain assumptions a “reverse 
regression” procedure for estimation becomes 
more appropriate. A hierarchy of restrictions 
is developed, and estimation and testing are 
demonstrated using an empirical application. 
Australian Econ. Pap., Dec. 1986, 25(47), pp. 
193-205. Monash University, Australia; De- 
partment of Prime Minister and Cabinet, Can- 
berra, Australia. 

N e w bu r y, David M. — When Do Futures Mar- 
kets Destabilize Spot Markets? 

Futures markets allow agents to shift price 
risk onto speculators and encourages them to 
take riskier decisions. Historically their main 
impact has been to encourage the storage of 
commodities, thus arbitraging prices over time 
*®d reducing price fluctuations. This paper 
Presents a simple model in which opening fo- 
fore* markets in a non storable commodity en- 
courages producers to choose riskier production 
techniques which destabilize* supply and hence 
Ae spot price, fnt. Econ. Rev., June 1987, 
2^(8), pp, 291-97. Churchill College, Cam- 


Ofer, Aharon R. and Thakor, Anjan V. — A 
Theory of Stock Price Responses to Alterna- 
tive Corporate Cash Disbursement Methods: 
Stock Repurchases and Dividends 
This paper develops a model in which manag- 
ers can signal their firms' true values by using 
either a dividend or a stock repurchase or both. 
The authors explain a number of stylized facts 
about these cash disbursement mechanisms, 
particularly those concerning the relative mag- 
nitudes of stock price responses to dividends 
and repurchases. Most importantly, they ex- 
plain why a stock repurchase elicits a signifi- 
cantly higher price response, on average, than 
a dividend announcement. J. Finance, June 
1987, 42(2), pp. 365-94. Tel-Aviv University; 
Indiana University. 

Reinganum, Marc R. and Shapiro, Alan C. — 
Taxes and Stock Return Seasonality: Evi- 
dence from the Iamdon Stock Exchange 
Prior to the introduction of capital-gains 
taxes, seasonality is not detected in the returns 
of firms that traded on the London Stock Ex- 
change. However, after the imposition of a capi- 
tal-gains tax, the British stock return data ex- 
hibit apparent monthly effects in both January 
and April. Additional analysis reveals that, 
while the April effect is consistent with the tax- 
loss— selling hypothesis, the January effect can- 
not be attributed solely to the introduction of 
capital-gains taxation. Furthermore, the au- 
thors efforts indicate that much caution should 
l>e exercised when interpreting studies that 
compare results from non-U. S. data sources 
with those from U.S. data. J. Bus.. Apr. 1987, 
60(2), pp. 281-95. University of Southern Cab- 
fbmia. 

Shanken, Jay — Multivariate Proxies and Asset 
Pricing Relations: Living with the Roll Cri- 
tique 

A framework is developed in which infer- 
ences can he made about the validity of an equi- 
librium asset pricing relation, even though the 
central aggregate in this relation it unobserv- 
able. A multivariate proxy for the true market 
portfolio, consisting of an equal-weighted stock 
index and a long-term government hood index, 
is employed in an investigation of tbe Sb a rpe 
UntnerCAPM. The hypothecs thaMUCASM 
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is valid; and (2) multiple correlation between 
the true market portfolio and proxy assets ex- 
ceeds 0.7. Connections to the equilibrium fac- 
tor pricing literature are also explored. J. Finan. 
Econ., Mar. 1987, 18(1), pp. 91-110. University 
of Rochester. 

WilsOn, Jade W. and Jones, Charles P. — A 
Comparison of Annual Common Stock Re- 
turns, 1871-1925 with 1926-1985 
Lawrence Fisher and James H. Lorie, and 
Roger C. Ibbotson and Rex A. Sinquefield have 
documented annual returns on common stocks 
since 1926. Prior to 1926, due to the work of 
the Cowles Commission, annual returns can be 
extended back to January 1871. This study uti- 
lizes Alfred Cowles’s reconstruction of common 
stock returns to provide a comparison between 
the periods 1871-1925 and 1926-85. A compa- 
rable series of annual returns over the complete 
115-year period is developed in both nominal 
and inflation-adjusted terms. Hie comparison 
of die two periods suggests that the inflation- 
adjusted return averages 6.6 percent with simi- 
lar variability between the two periods. J. Bus . , 
Apr. 1987, 60(2), pp. 239-58. North Carolina 
State University. 

314 Financial Intermediaries 

Masulis, Ronald W. — Changes in Ownership 
Structure: Conversions of Mutual Savings 
and Loans to Stock Charter 
This study analyzes both the causes and ef- 
fects of mutual S&L conversions to corporate 
charter. Changfti in technology and govern- 
ment policies halve substantially increased S&L 
competition, riskbearing, and potential scale 
and scope economies. Evidence indicates that 
these changes have decreased there lative oper- 
ating advantages of mutual SdcLik^encouraging 
conversions to stock charter. The S&L's finan- 
cial and operating characteristics, which affect 
the success of the conversion effort, are also 
explored. J. Finan. Econ., Mar. 1987, 28(1), 
pp. 29-59. Southern Methodist University. 

Master, Loretta J. — A Multiproduct Cost 
iJUudy of Savings and Loans 
Ite paper investigate* the cost structure of 
mfktgi and loans. Most studies eTfeumdal 
M s HtaH o n s idled to take into account their 


multiproduct nature. U sing the multiprodoct ap- 
proach, the existence of subadditivity, multi- 
product global and product-specific economies 
of scale and scope, and substitutability between 
inputs is investigated. A translogarithmic 
cost function is estimated using 1982 data on 
California savings and loans. Restrictive func- 
tional forms also estimated are rejected. Stan- 
dard errors for the statistics calculated are 
estimated and various statistical tests are con- 
ducted. Previous authors have not calculated 
standard errors for these statistics. No evidence 
of subadditivity in the industry is found. /. Fi- 
nance, June 1987, 42(2), pp. 423-45. Federal 
Reserve Bank of Philadelphia. 

320 Fiscal Theory and Policy; Public Finance 

321 Fiscal Theory and Policy 

Artus, Patrick — Les expenses publiques et leur 
mode de financement en gconomie ouverte 
avec changes flexibles; efflcacife et stability 
de I’dconomie (Public Expenditures and Defi- 
cit Financing in an Open Economy with Flex- 
ible Exchange Rates: Efficiency and Stability 
of the Economy) 

In this article, a dynamic model for an open 
economy with flexible exchange rates is devel- 
oped and used to study the efficiency of an in- 
crease in public expenditures in the long run, 
according to the way it is financed, and its long 
term effect on prices. The stability of the econ- 
omy in the different cases is also analyzed in 
relation to the sensitivity of investment with 
respect to interest rates and to the degree of 
price rigidity. Ann. Econ. Statist., July/Sept. 
1986, (3), pp. 119-40 (French). Bank of France. 

Aumann, Robert J.; Kurz, Mordecai and Ney- 
man, Abraham — Power and Public Goods 
A game-theoretic analysis using the Har- 
sanyi-Shapley non transferable utility value in- 
dicates that the choice of public goods in a de- 
mocracy is not affected by who has voting rights. 
This is corroborated by an independent eco- 
nomic argument based on the implicit price of 
a vote. /. Econ. Theory, June 1987, 42(1), PP- 
108-27. Hebrew University, Israel; Stanford 
University; Hebrew University, Israel. 

Cramer, Hetamdq Kessler, Dealt **•/**' 
tfemi, Mem — Fertility Dileflmtiak «nd 
Regressive Elect of Public Debt / 
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This paper shows that public debt issue may 
be regressive given the following three condi- 
tions: that the number of children varies among 
families; that a bequest motive implies opera- 
tive intergene rational transfers; and that debt 
finance of government expenditure postpones 
its actual payment to the next generation. 
Though perhaps minor, this effect of fertility 
differentials ought to be considered when as- 
sessing the overall distributive incidence of 
debt finance as compared to tax finance. Econo- 
mica, Feb. 1987, 54(213), pp. 79-87. University 
of Liege, Belgium; University of Paris-X, Nan- 
terre, France; University of Liege & CORE, 
Belgium. 


Dalamagas, Basil A. — A Flow of Funds Analy- 
sis of Crowding Out: Some International Evi- 
dence 

The combination of large budget deficits 
among industrial countries and high real inter- 
est rates has rekindled interest in crowding out. 
Most empirical work to date, in testing the im- 
plications of expansionary fiscal policy mea- 
sures, finds that bond-financed increases in gov- 
ernment expenditure displace equal amounts 
of real private activity in the long run. This 
paper brings a different perspective to empirical 
investigations of government fiscal policies by 
expanding the analysis to a sample containing 
the most industrialized OECD countries. The 
results are inconsistent with the idea of crowd- 
ing out and lend support to the neo-Keynesian 
position erf crowding in effects. Southern Econ. 

Apr. 1987, 53(4), pp. 997-1010. University 
of Athens, Greece. 


Darrat, All F. — Fiscal Impulse and the Real 
Economy 


This paper examines whether the German 
Authorities can use fiscal (and monetary) policy 
to raise real output above the trend level. In 
specifying the anticipated policy and real output 
equations, Akaike’s FPE criterion and Gran- 
Kor’s causality tests are employed. These equa- 
tions, moreover, stress the open-economy 


of Germany and avoid possible 
endo **‘to#ty problems. The results, generated 
^g j'Wfa eri iyrtwi e sti m a tion method, tadi- 

component of 


output, casting doubt on the usefulness of fiscal 
policy as a real stabilization tool. Public Fi- 
nance, Dec. 1986, 41(3), pp. 316-30. University 
of New Orleans. 


Eichberger, Jurgen — On the Efficacy of Fiscal 

Policy 

This paper shows in a model of an economy 
with goods, labor, bond, and money market 
where prices and wages are fixed hut the inter- 
est rate is flexible, that even in a Keynesian 
unemployment state an increase in government 
expenditure will not necessarily increase em- 
ployment, if production takes time. The robust- 
ness of this proposition in regard to expecta- 
tion;!] assumptions is also studied. Ann. Econ. 
Statist., July/Sept. 1986, (3), pp. 151-68. Aus- 
tralian National University. 

Hamilton, Jonathan H. — Optimal Wage and 

Income Taxation with Wage Uncertainty 

Optimal taxation in a two-period model with 
human-capital investment and second-period 
wage uncertainty is analyzed. A proportional 
tax on wages dominates lump-sum taxation and 
the socially-optimal level of human capital ex- 
ceeds that which individuals choose. A tax on 
interest income may raise welfare by encourag- 
ing investment in human capital. The interest- 
income tax reduces the difference between re- 
turns to physical and human capital from 
individuals' inability to reduce human-capital 
risk through diversification. A positive interest- 
income tax rate may therefore be optimal, even 
with an optimal wage tax, by encouraging more 
investment in human capital. Int. Econ. Rev,, 
June 1987, 28(2), pp. 373-88. University of Flor- 
ida. 


Kessler, Denis; Perebnan, Sergio and FM- 
deau, Pierre — LbypothEse d Equivalence 
entre impdt et emprunt: un test sur ies pays 
de 10CDE 

This paper provides a short survey of the the- 
oretical discussion on the equivalence between 
taxation and debt financing of public expendi- 
tures. It stresses that the key assumption in 
thh debate concenw the behavir of iuiridwh 
toward their economic environment and public 
policy. Then, it turns to an empirical teat at 
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equivalence based on a new sample of 19 
OECD countries for the period 1961-83. The 
conclusion is consistent with previous studies: 
the case of equivalence between tax and debt 
financing is not established. Ann. Econ. Stat- 
ist., July/Sept. 1986, (3), pp. 141-49 (French). 
University of Parix-X; University of Liege; 
CORE and University of Liege. 

Kingston, Geoffrey H. and Layton, Allan P. — 
The Tax Smoothing Hypothesis: Some Aus- 
tralian Empirical Results 
The central proposition of tax-smoothing the- 
ory is that intertemporally efficient marginal- 
tax rates will be ex ante uniform over time. 
Australian postwar tax rates, comprising annual 
data spanning the period 1949/50 to 1984/85, 
are found to he random walks. These findings 
lend some (prhna facie) empirical support to 
the “uniformity” proposition. Australian Econ. 
Pap., Dec. 1986, 25(47), pp. 247-51. University 
of Queensland, Australia; Macquarie Univer- 
sity, Australia. 

Phelps, Edmund S. — Profits Theory and Profits 
Taxation 

This paper considers welfare effects of a tax 
on profits in a small, open economy in which 
firms operate in world “customer markets" so 
that their profits are not entirely competed 
away. The conclusion is that, up to a point, a 
tax on corporate profits increases welfare. Si- 
phoning off some of firms* pure profit allows: 
a net addition to total tax revenue; a lightening 
of marginal tax rates on work; a narrowing of 
the wedge between the after-tax real wage and 
the marginal productivity of labor; and an in- 
crease in productivity and output. The principal 
cost is that the consequent capital outflow re- 
duces the before-tax wedge, limiting the opti- 
mal profits tax rate to less than 100 percent. 
Int. Monet. Fund Staff Pap. , Dec. 1986, 33(4), 
pp. 674-96. Columbia University. 

Phelps, Edmund S. — The Significance of Cus- 
tomer Markets for the Effects of Budgetary 
Policy in Open Economies 
A new model of the small, open economy is 
constructed in which home producers operate 
in an international “customer market.’* In- 
creased public expenditure on home output 


causes die home real interest rate to rise, boost- 
ing the velocity of money. It may also cause 
home firms to shave their markups, thus boost- 
ing the real supply of money. Hence employ- 
ment is up, at first. But the boom is followed 
by a slump. Ann. Econ. Statist., July/Sept. 
1987, (3), pp. 101-17. Columbia University. 

Quintieri, Beniamino and Rosati, Furio Ca- 
in illo — Changes in Tax Structure and Individ- 
ual Behaviour 

In this paper the effects of different tax struc- 
tures on individual incentives to work and to 
save are considered. Three different manoeu- 
vres of fiscal policy, characterized by the substi- 
tution among progressive income taxation, indi- 
rect taxation, and capital taxation, are 
examined. The result obtained shows that a 
change in the tax structure modifies individual 
incentives to work, while it has smaller effects 
on saving decisions. In particular it is shown 
that a reduction in progressive income tax, cou- 
pled with an increase in indirect tax rate or 
with an increase in capital taxation, gives rise 
to an increase in the individual labor supply. 
Econ. Notes, 1986. (3), pp. 30-46. L.U.I.S.S., 
Rome; University of Teramo, Italy. 

Rogers, Carol Ann — Expenditure Taxes, In- 
come Taxes, and Time-Inconsistency 
Traditional welfore-hased comparisons of dif- 
ferent tax structures implicitly assume that the 
government can precommit to its future optimal 
policy. When optimal tax rates are time incon- 
sistent, however, such comparisons may be 
misleading. This paper uses a two-period, rep- 
resentative-consumer, optimal-taxation model 
to study the implications of time consistency 
for the welfare rankings of expenditure and in- 
come taxation. The author shows that the wel- 
fare rankings of optimal policies may not be 
preserved by time-consistent ones. J. Public 
Econ., Mar. 1987, 32(2), pp. 215-30. George- 
town University. 

Sandmo, Agnar — A Reinterpretation of Elastic- 
ity Formulae in Optimum Tax Theory 
This paper presents a unified interpretation 
of three special cases which have been widely 
discussed in the theory of optimum taxation. 
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These are the Corlett-Hague case and two ver- 
sions of the inverse elasticity rule, derived on 
the assumption that either the compensated or 
the uncompensated cross elasticities of demand 
are zero. It is demonstrated that all three cases 
imply that it is the compensated elasticities 
which determine efficient tax differentiation, 
and that complementarity with the untaxed 
numeraire, emphasized by W. J. Corlett and 
D. C. Hague (1953-64), plays a role in the inter- 
pretation of all three cases. Economica, Feb. 
1987, 54(213), pp. 89-96. Norwegian School of 
Economics and Business Administration, Ber- 
gen. 

Sheen,. Jeffrey — Inflation Debt and Fiscal Pol- 
icy Attitudes 

Using a model of intertemporally optimizing 
households, this paper establishes that fiscal 
policy needs to be endogenous to preempt in- 
stability if one wishes to permit any combina- 
tion of money and debt finance. Conservative 
governments enforce a greater margin of 
preemption than liberal governments. This dis- 
tinction can generate very different short- and 
long-run effects on inflation when exogenous 
financial and fiscal policy variables are altered. 
Oxford Econ. Pap., Mar. 1987, 39(1), pp. 90- 
110. University of Essex. 

Soofi, AbdoDah S. and Parvin, Kumars — The 
Import Leakage Effect and the Effectiveness 
of Fiscal Policy: An Input-Output Analysis 
A suggested methodology to measure import 
leakage magnitude from an economy within the 
framework of an input-output transactions ta- 
ble, which does not distinguish between do- 
mestic and imported inputs, is the paper's ob- 
jective. The model estimated import leakages 
due to increased government spending using 
an Iranian input-output table for 1973-74. Due 
to the 1974 import structure of the Iranian econ- 
omy, government fiscal policy (mainly govern- 
ment spending) had a substantially limited ef- 
fect controlling aggregate demand. The model 
simulation indicates magnitude of total import 
leakage for all industries was 20 percent of the 
estimated increase in 1977 government spend- 
ing. Public Finance, Dec. 1986, 41(3), pp. 430- 
39. University of Wbcoosin-PUtteville; San 
Joae State University. 


Steedraan, Ian — Produced Inputs and Tax Inci- 
dence Theory 

In the widely used 2x2 general-equilibrium 
analysis of tax incidence the treatment of “capi- 
tal" is often obscure: when it is clarified, many 
familiar results from that analysis are found to 
be invalid. With land, labor, produced inputs, 
and a zero rate of interest, factor-tax results 
hold good but excise-tax results do not; with a 
positive rate of interest, no useful incidence 
results are available. In a model with a given 
labor supply and a given total value of capital, 
the standard incidence theorems are again in- 
valid. Public Finance, Dec. 1986, 41(3), pp. 
331—49. University of Manchester. 

Stern, Nicholas H. — The Effects of Taxation, 
Price Control and Government Contracts in 
Oligopoly and Monopolistic Competition 
Many government contracts with, or policies 
toward, oligopolistic sectors essentially involve 
private firms selling a given proportion or quan- 
tity of output to the government at a fixed price 
with the remainder being sold on the open mar- 
ket. Often this is combined with consumer ra- 
tioning. Examples include cement and sugar 
in India and health, housing, and defence in 
many countries. The paper investigates the ef- 
fects of these schemes (including sales and ex- 
cise taxation) on prices, output, and household 
welfare under oligopoly and monopolistic com- 
petition. Less government control may raise 
prices and tax shifting can be above or below 
100 percent. J. Public Econ. , Mar. 1987, 32(2), 
pp. 133-58. London School of Economics. 

Yunker, James A. — A Supply Side Analysis of 
the Laffer Hypothesis 

The "strong Laffer hypothesis” holds that cur- 
rent tax rates are so high that reducing them 
will increase tax revenue; the “generalized Laf- 
fer hypothesis" holds that current tax rates are 
so hi^i that reducing them will increase social 
welfare. These hypotheses are investigated us- 
ing an explicit-function model incorporating a 
Cobb- Douglas production function, constant 
elasticity factor-supply functions, and a single 
“aggregate average tax rate. ” Innovations in the 
analysis include adding the capital-supply con- 
sideration, allowing for the possibility of nega- 
tive factor-supply elasticities, and inrhabag a 
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parameter representing the current social- wel- 
fare value of public versus private spending. 
Public Finance, Dec. 1986, 41(3), pp. 372-92. 
Western Illinois University. 

322 National Government Expenditures and 
Budgeting 

Bern bob', Peter — Growth of Government, 
Economic Growth and Individual Freedom 
After presenting some facts about the growth 
of government in Western industrialized coun- 
tries, possible causes of this development are 
analyzed from a public-choice perspective. 
Next, some empirically tested theories which 
seek to explain this growth are discussed. Fi- 
nally, possible consequences for efficiency and 
individual liberty are examined. It is shown that 
both the number and size of interest groups 
(age of democracy) as stated by Mancur Olson 
(1982) and the increasing share of government 
expenditure in GDP seem to exert a negative 
influence on the growth rate of GDP. J. Inst. 
Theoretical Econ. , Dec. 1986, 142(4), pp. 661- 
83. University of Basel, Switzerland. 

Eisner, Robert and Pie per, Paul J. — Dette et 
deficit gouvemementaux: mesures et effets 
(Measurement and Effects of Government 
Debt and Deficits) 

Budget deficits in the United States and six 
OECD nations are adjusted for inflation so as 
to correspond to changes in real net debt. Ad- 
justed high-employment or cyclically-corrected 
deficits are then found to be positively related, 
and more clearly and sharply than unadjusted 
deficits, to subsequent increases in real output 
and, in the United States, to decreases in unem- 
ployment. The adjusted U.S. deficit contributes 
significantly to OECD growth in GDP. Ann. 
Econ. Statist., July/Sept. 1986, (3), pp. 27-52 
(French). Northwestern University; University 
of Illinois, Chicago. 

Ron, Rati — Causality between Income and 
Government Expenditure: A Broad Interna- 
tional Perspective 

Using a good procedure and internationally 
comparable data for the peHod 1950-80 in re- 
spect of sixty-three countries, an investigation 
is conducted of Granger Ausality between (1) 


GDP per capita and share of general govern- 
ment in GDP and (2) GDP per capita and gov- 
ernment expenditure per capita. Although 
much variation is observed in the patterns of 
causality across various countries, a rough gen- 
eralization would seem to be that very limited 
support is found for die direction of causality 
implicit in Adolph Wagners (1890) hypothesis, 
and support is also lacking in most cases for 
the causal order implied by several common 
macroeconomic models. Public Finance, Dec. 
1986, 41(3), pp. 393-414. Illinois State Univer- 
sity. 

Ram, Rati — Wagner's Hypothesis in Time-Se- 
ries and Cross-Section Perspectives: Evi- 
dence from “Real” Data for 115 Countries 
Internationally comparable data on income 
and government expenditure for 115 countries, 
covering the period 1950-80, are used to assess 
the validity of Wagner's hypothesis. Individual 
country time-series data and several intercoun- 
try cross sections are studied. Besides a tremen- 
dous diversity in the position for various coun- 
tries, the results indicate that while there is 
support for the hypothesis in some time-series 
data sets, such support is lacking in most cross- 
section estimates. Much of the support for the 
hypothesis reported in many earlier studies, 
therefore, was probably due to either use of 
limited samples or inadequate data comparabil- 
ity across the observations studied. Rev. Econ. 
Statist., May 1987, 69(2), pp. 194-204, Illinois 
State University. 

Spaventa, Luigi — The Growth of Public Debt; 
Sustainability, Fiscal Rules, and Monetary 
Rules 

This paper first addresses the question of the 
sustainability of debt growth by examining the 
behavior of taxation implied by fiscal rules that 
respect a government’s intertemporal budget 
constraint. Sustainable debt growth may re- 
quire die tax burden to rise above some socially 
acceptable level. In this case, whereas drastic 
remedies may prove ineffective, a more rele- 
vant choice regards the degree of monetary fi- 
nancing of the deficit (as distinct from monetiza- 
tion of die debt), which affects die dynamics 
of taxation implied by the constraint. Monetary 
financing is then introduced into a model by 
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D\Mer J. Blanchard, and the effecti of mone- 
tary financing on the interest rate and capital 
intensity are examined. Finally, some policy 
implications are considered. ItU. Monet. Fund 
Staff Pap., June 1987, 34(2), pp. 374-99. Uni- 
versity of Rome, Italy. 

Tuflio, Giuseppe — Long Run Implications of 
die Increase in Taxation and Public Debt for 
Employent and Economic Growth in Europe 
This paper analyzes the major channels 
through which the sharp rise in taxation and 
niblic debt may have influenced European em- 
ployment and per capita CNP. Its theme is 
that, since labor unions possess some degree 
of monopoly power in Europe, taxes have been 
shifted forward into higher real labor costs. As 
the long-run elasticity of the demand for labor 
with respect to the real product wage is high, 
employment has fallen. The less workers value 
higher government expenditure, the more they 
will resist a decline in after-tax real wage rates 
when these expenditures rise. The paper also 
examines how taxation, government expendi- 
ture, and public debt affect household savings. 
Europ. Earn. Rev., Apr. 1987, 31 ( 3), pp. 741- 
74. Commission of the European Communities, 
Brussels. 

323 National Taxation, Revenue, and Subsidies 

Bovenberg, A. Lam — Indirect Taxation in De- 
veloping Countries: A General Equilibrium 
Approach 

Indirect taxes are an important element in 
stabilization tax packages that aim to raise reve- 
nue in the short run. This paper evaluates, by 
using a general-equilibrium model, alternative 
instruments of indirect taxation in middle-in- 
come developing countries. It uses data for 
Thailand as an illustration and examines the 
effects on revenue, efficiency, equity, and inter- 
national competitiveness. The paper shows that 
ff»e interaction between taxes and the distor- 
tions caused by various policies can be impor- 
tant for revenue and efficiency. It also reveals 
significant backward shifting and a link between 
outward-looking, supply-side tax policies and 
hade policies hi industrial countries. Int. 
Monet. Fund Staff Pap., June 1987, 34(2), pp. 
333-73.' International Monetary Fund, Wash- 
ington, D.C. 


Hansmann, Henry — The Effect of Tax Exemp- 
tion and Other Factors on the Market Share 
of Nonprofit versus For-Profit Firms 
Most jurisdictions exempt nonprofit firms 
from property, sales, and corporate income 
taxes in various industries, such as health care 
and education, in which both nonprofit and for- 
profit firms compete. Cross-section estimates 
using state tax data indicate that these exemp- 
tions significantly increase the market share of 
nonprofit firms vis-4-vis their for-profit counter- 
parts. The relative market shares of nonprofit 
and for-profit firms is also affected by rapid in- 
creases in demand for an industry’s services 
and by the size of the governmental sector. 
Nat. Tax J.. Mar. 1987, 40(1), pp. 71-82. Yale 
University. 

Long, James E. and Caudill, Steven B. — The 
Usage and Benefits of Paid Tax Return Prepa- 
ration 

By analyzing a national sample of federal indi- 
vidual income-tax returns, the authors are able 
to identify important determinants of whether 
a taxpayer uses an accountant or other profes- 
sional tax-return preparer. Tire results confirm 
previous findings that upper-income taxpayers, 
the elderly, and self-employed workers are 
more likely to use a paid preparer than other 
taxpayers. They also find that professional tax 
assistance is directly related to the complexity 
of the tax return and the marginal tax rate on 
income. Income-tax liability is relatively lower 
on paid-preparer than self-prepared returns 
with the same income, filing status, and other 
characteristics, suggesting that professional tax 
assistance saves taxpayers money as well as 
time. Nat. Tax J., Mar. 1987, 40(1), pp. 35- 
46. Auburn University. 

Stewart, Marion B. — U.S. Tax Policy, Intra- 
firm Transfers, and the Allocative Efficiency 
of Transnational Corporations 
A dynamic-programming model of a transna- 
tional corporation is constructed under the as- 
sumption that the firm’s objective is to maxi- 
mize the after-tax present worth of the parent 
company’s shareholders. It is found that current 
U.S. tax policy leads to an aQocatively ineffi- 
cient investment schedule and anay cause firms 
to choose factor proportions that deviate front 
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the cost-minimizing ratio. Repeal of the current 
tax-deferral provision will lead to a more effi- 
cient investment strategy, but complete repeal 
of the foreign tax credit does not appear desir- 
able unless maximization of U.S. tax receipts is 
deemed to be of overriding importance. Public 
Finance, Dec. 1986, 41(3), pp. 350-71. Rutgers 
University. 

Strauss, Robert P. and Wittenberg, Uriel — 
Price and Quantity Effects of Tax Reform; 
An Application to West Virginia 
This paper extends a methodology for ascer- 
taining the industry-by-industry effects of tax 
changes on prices suggested originally by 
Henry Aaron. The extension utilizes assump- 
tions about the nature of final demand and al- 
lows one with an input-output table to derive 
the total effects of such tax changes in terms 
of quantities of output as well as employment. 
The new methodology is applied to West Vir- 
ginia which substantially reformed its system 
of gross receipts taxation. The resulting analysis 
predicts a modest increase in output (+0.2 per- 
cent), and a modest decline in the price level 
(from —0.1 to -2.0 percent) as a result of the 
reforms enacted in 1985, and scheduled to take 
effect in mid- 1987. Nat. Tax /., Mar. 1987, 
40(1), pp. 83-94. Camegie-Mellun University. 

Wakefield, Joseph C. — The Tax Reform Act of 
1986 

The Tax Reform Act of 1986 put in place the 
most sweeping revision in the history of tax 
law. This article discusses the major provisions 
of this act, and presents estimates of the impact 
of those provisions on personal tax and nontax 
receipts, corporate profits tax accruals, and 
other categories of Federal receipts and expen- 
ditures on the national income and product ac- 
counts basis. Sure. Curr. Bus., Mar. 1987, 
67(3)p pp. 18-25. U.S. Department of Com- 
merSffc, Washington, D.C. 

324^Stato and Local Government Finance 

Andrew R.j Giarrantanl, Frank and 
fipiro, Michael H. — Incidence of the Amuse- 
Cent Tax 

M number of U.S. Cities impose an "amuse- 
njflnt” tax on die gross receipts of entertainment 
eapdishments, in part u a means of taxing 


suburbanites for the city services they utilize. 
Hus paper analyzes the incidence of this form 
of taxation within three major sectors of the 
urban entertainment industry. Given the au- 
thors' assumptions, the analysis concludes that 
taxes of this kind may not be shifted forward 
at all (sports franchises), or are only partially 
shifted (not-for-profit concert and theater se- 
ries), or are only partially shifted in the long 
run (movie theaters). Nat. Tax Mar. 1987, 
40(1), pp. 61-69. University of Pittsburgh. 

Feenberg, Daniel R. and Rosen, Harvey S. — 
Tax Structure and Public Sector Growth 
It has been hypothesized that a jurisdiction’s 
tax structure exerts an independent effect upon 
the growth of its public sector. The authors 
test this hypothesis by examining the relation- 
ship lie tween the growth of state general expen- 
diture and the elasticity of tax revenues with 
respect to income. The work takes advantage 
of a very careful set of income elasticities for 
the persona] income and sales tax systems for 
each state, for every year from 1978 to 1983. 
Hie data do not support the notion that the 
form of the tax structure exerts an independent 
effect on public sector growth. J. Public Econ., 
Mar. 1987, 32(2), pp. 185-201. National Bureau 
of Economic Research; Princeton University 
and National Bureau of Economic Research. 

Sexton, Terri A. — Forecasting Property Taxes: 
A Comparison and Evaluation of Methods 
Local governments usually face strict budget- 
balancing requirements wherein access to accu- 
rate revenue forecasts is an evident asset to 
the budgetary process. However, present local- 
government forecasting practice consists mainly 
of judgmental methods or simple trend pro- 
jections. This paper focuses on property taxes, 
the dominant local government revenue source 
and identifies, critiques, and evaluates three 
econometric and statistical alternatives to the 
present forecasting practice: (1) traditional in- 
come elasticity methods; (2) a structural econo- 
metric model; and (3) time series or AR1MA 
methods. Forecast evaluation results for 1961- 
83 for Minnesota counties affirm the struc- 
tural model’s superiority for single- and multi- 
ple-year forecasts, but all of the statistical and 
econometric methods outpe rform ed 6m trend 
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model- Nat. Tax J., Mar. 1987, 40(1), pp. 47- 
59. University of California, Davis. 

400 International Economics 

410 International Trade Theory 
411 International Trade Theory 
Barry, Frank G. — Fiscal Policy in a Small 
Open Economy: An Integration of the Short- 
run, Heckscher-Ohlin and Capital Accumu- 
lation Models 

This paper presents a two-sector model of a 
small open economy with persistent classical 
unemployment, and studies its response to gov- 
ernment expenditure policies which may lie ei- 
ther temporary or permanent, and anticipated 
or unforeseen. Hie analysis serves to clarify the 
relationship between the effects described by 
the Heckscher-Ohlin and short-run, sector- 
specific, capital models by embedding both 
within a more general model of two-sector 
growth. The perspective developed here stands 
in sharp contrast to the conventional interpreta- 
tion of these models as describing consecutive 
rather than alternative transition stages of the 
economy. J. Int. Econ., Feb. 1987, 22(1/2), pp. 
103—21. University of California, Irvine. 

Beladi, Hamid and Naqvi, N adeem — The The- 
ory of Interindustry Wage Differentials: An 
Intertemporal Analysis 
The authors develop an “intertemporal,” two- 
period, two-sector, specific factor model, char- 
acterized by generalized wage differentials, and 
show that a number of pathological results in 
the domestic distortions literature are all but 
eliminated. In this model, in contrast to the 
standard two-sector model, savings and invest- 
ment are endogeneously determined, and trade 
it not always balanced. They also obtain results 
pertaining to the implications of wage differen- 
tials for die pattern and volume of investment, 
! and the balance-of-trade in the current account. 
Can. /. Econ., May 1987, 20(2), pp. 245-56. 
Central Michigan University. 

Burptaller, Andr* — Europe’s Industrialization 
and Colonial Underdevelopment in the Light 

of Ricardo s Com Model 
The paper discusses the dynamics of sectoral 
m a utinm al l oc at ion in an ex ten sion of Ricardos 


com model to a North-South world system. It 
is shown that free trade and capital mobility 
in the presence of capital accumulation must 
entail, in the flexible-wage metropolis, a secular 
shift of resources out of agriculture into manu- 
facturing, accompanied by real wage growth; 
in the labor-surplus colonies, a necessary ex- 
pansion of commercial agriculture but an am- 
biguous evolution of manufacturing output and 
employment, giving rise to the possibility of a 
secular contraction in overall colonial market 
employment. J. Int. Econ., Feb. 1987, 22 
(1/2), pp. 157-69. Barnard College, Columbia 
University. 

Choi, Jai-Young — Nontraded Goods, Variable 
Returns to Scale and Welfare 
This paper examines the welfare implications 
of a change in the terms of trade and the rate 
of tariff, as well as the optimal trade policy for 
a small country in a three-commodity (two 
traded and one nontraded) and two-factor 
model that integrates variable returns to scale. 
It is shown that three factors, ranking among 
industrial elasticities of returns to scale, factor 
intensities, and price-output response, play a 
major role in determining the fate of the stan- 
dard results regarding gains from trade. In addi- 
tion, the optimum tariff for a small economy 
is derived. Southern Econ. J., Apr. 1987, 53(4), 
pp. 874-83. Lamar University. 

Ciarete, Ramon L. and Rounuuset, James 
A. — A Shoven-Whalley Model of a Small 
Open Economy: An Illustration with Philip- 
pine Tariffs 

This paper describes an applied general-equi- 
librium model of a price-taking economy in both 
imports and exports. Sector-specific factors are 
incorporated to avoid complete-spe ci a liz a t ion 
problems. A Hicksian composite traded good 
market is used for achieving trade balance in 
the model. Foreign and domestic goods are as- 
sumed perfect substitutes. For illustration, 
Philippine tariffs and export taxes are analyzed 
using the model. J. Public Econ., Mar. 1987, 
32(2), pp. 247-61. University of Western On- 
tario; University of Hawaii. 

Eaton, Jonathan — A Dynamic Specific-Factors 
Model of International Trade 
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Is a dynamic economy, land and capital serve 
not only as factors of production but as assets 
which individuals use to transfer income from 
working periods to retirement. Changes in the 
terms of trade and in the endowments of fixed 
factors do not necessarily have the same effects 
on factor prices and on the composition of out- 
put as they do in a static framework. Results 
derived from the traditional specific- factors 
model are more likely to emerge when the sec- 
tor using land as a factor of production has a 
higher labor share than the sector using capital. 
Rev. Econ. Stud., Apr. 1987, 54(2), pp. 325- 
38. University of Virginia and National Bureau 
of Economic Research. 

Flam, Harry and Helpman, E. — Industrial 
Policy under Monopolistic Competition 
The authors study the general equilibrium 
effects of tariffs, export subsidies, output subsi- 
dies, and R 6c D subsidies in a monopolistically 
competitive sector that produces differentiated 
products. Apart from allocative effects, the au- 
thors examine the desirability of these policies 
from a welfare point of view. It is shown that 
a small tariff is welfare improving, but that the 
other instruments result in ambiguous welfare 
changes. The results depend on identifiable de- 
tails of the production structure, the sectoral 
interlinkages through factor markets, and pref- 
erences. These results are compared to other 
discussions in the literature. J. Int. Econ., Feb. 
1987, 22(1/2), pp. 79-102. Institute for Interna- 
tiona] Economic Studies, University of Stock- 
holm; Tel- Aviv University. 

Grot, Daniel — Protectionism in a Framework 
with Intra-industry Trade: Tariffs, Quotas, 
Retaliation, and Welfare Losses 
This paper uses Krugman’s (1960) model of 
trade with product differentiation and monopo- 
listic competition to determine the effects of 
various protectionist measures and concludes 
that; export and import tariffs are equivalent; 
quotas are equivalent to tariffs if firms cannot 
price discriminate between markets (a quota 
that reduces the market share of imports by 
50 percent is equivalent to a tariff of 47 percent); 
ana welfare losses from protectionism are sub- 
stantial (a “voluntary" export r e st r ain t agree* 
■efet limiting imports by 10 percent causes a 


consumer welfare loss in the home country 
equivalent to a drop in national income of 2 
percent). Int. Monet. Fund Staff Pap., Mar. 
1987, 34(1), pp. 86-114. Centre for European 
Policy Studies, Brussels, Belgium. 

Kuhn, Peter and Wooten, lan — International 
Factor Movements in the Presence of a Fixed 
Factor 

To the basic model of international factor mo- 
bility is added a third immobile factor. Unlike 
the basic model, the factor Bows that result 
from a policy of free mobility are now uniquely 
determined. Additionally, a large variety of pri- 
vately optimal national policies is predicted, 
each dependent upon the country’s endowment 
pattern and the fiscal instruments available to 
it. Several of the predicted policies, e.g. subsi- 
dies paid to migrant factors and simultaneous 
restrictions on the export of both factors, are 
incompatible with the basic model. J. Int. 
Econ., Feb. 1987, 22(1/2), pp. 123-40. Univer- 
sity of Western Ontario. 

Naqvi, N adeem — Endogeneous Investment, 
Current Account and the Rybczynski Theo- 
rem 

The author extends the standard single-pe- 
riod, two-sector, two-factor model of produc- 
tion and factor allocation to a two-period setting 
and, in the process, introduces endogenous sav- 
ings and endogenous investment into the two- 
sector model. This is done in such a way that 
the model can be readily compared with the 
two-sector model used in trade theory. In addi- 
tion, the intertemporal formulation of the 
model enables the analysis of domestic invest- 
ment and the current account imbalance in the 
context of the pure theory of international 
trade. Using this model, some Rybczynsld-type 
propositions are derived. Southern Econ. J , 
Apr. 1987, 53(4), pp. 925-33. Central Michigan 
University. 

Tamor, Kenneth L. — An Empirical Examina- 
tion of the Factor Endowments Hypothesis 
Cross-country regression of net exports on 
factor endowments has suggested that endow- 
ments provide a good explanation of Interna- 
tional trade patterns in manufacture*. This pa- 
per examines whether endowments explain the 
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competition of manufacturing activity, as is pro- 
posed for die most policy-relevant versions of 
die HeckscheiM3hlin-Samuelson model, or 
merely the level of manufacturing activity. Ap- 
plication of the cross-country method to output 
data suggests that endowments do not provide 
a good explanation of composition. Can. ]. 
Earn., May 1987, 20(2), pp. 387-98. Southern 
Illinois University. 

Trannoy, Alain — Paradoxe global des transferts 
et multiplicity des Iquilibres: deux r&ultats 
(Global Transfer Paradox and Multiplicity of 
Equilibra: Two Results) 

The author proves two results for exchange 
economies with l goods, n individuals without 
any differentiability assumption: (1) the multi- 
plicity of equilibria for at least one initial alloca- 
tion is a necessary condition for the existence 
of the global transfer paradox; and (2) the mul- 
tiplicity of equilibria for at least one initial allo- 
cation is a sufficient condition for the existence 
of the global transfer paradox. Ann. Econ Sta- 
tist.. Oct./Dec. 1986, (4), pp. 53-61 (French). 
University of Rennes-I and GREQE, UER de 
Sciences £conomiques, Rennes. 

420 Thaos Relations; Commercial Poucr; 

International Economic Integration 

421 Trade Relations 

AntoneDi, Cristiano — The International Diffu- 
sion of Process Innovations and the Neotech- 
nology Theory of International Trade 
Econometric results confirmed that the ca- 
pacity of a country to adopt new capital equip- 
ment in a timely manner is a major determinant 
of its performances on international markets to- 
gether with traditional country and industry 
specific variables. This result stresses the role 
of technological change in assessing interna- 
tional competitivity in a commodity wrongly 
defined as a "Hecksher-Ohlin good.” Econ. 
Notes, Apr. 1986, (1). pp. 60-83. Politecnico 
of Milan, Italy. 

Rood, Marian E.— An Econometric Study of 
Primary Commodity Exports from Develop- 
ing Country Regions to the World 
This paper studies the flow, of primary -com- 
modity exports from non-oil exporting develop- 
ing countries grouped by geographical region. 


The first part analyzes the changes in the struc- 
ture of developing-country commodity exports 
that have taken place over the past two decades. 
The second part presents empirical evidence 
on the response of commodity exports to de- 
mand and supply. These empirical results point 
to the low price and income elasticities of de- 
mand for certain primary-commodity exports 
and to price elasticities of supply that are in 
general lower than the corresponding price 
elasticities of demand in the short run, but that 
are more sensitive to price in the longer run. 
Int. Monet. Fund Staff Pap., June 1987, 34(2), 
pp. 191-227. International Monetary Fund, 
Washington, D.C. 

Dauderstftdt, Michael-— Internationale Kon- 
kurrenz und Wohlfahrtsstaat. Oberlegungen 
am Beispiel Portugal (International Competi- 
tion and the Welfare State — The Case of Por- 
tugal) 

Since the mid-1970s, conservative econo- 
mists and politicians have increasingly consid- 
ered the welfare state responsible for the inter- 
national crisis and the economic decline of 
nations. Empirical evidence covering the 1950s 
and 1960s does not corroborate this view. For 
the more competitive international environ- 
ment since 1973, the above assumption is tested 
by a case study of Portugal. The results show 
that lialance-of-payments problems and a loss 
of competitiveness can be explained by interna- 
tional growth and inflation differentials, over- 
valuation of the Escudo, and ill-timed expan- 
sionary fiscal policies rather than by the 
redistributive effects of social reform. Konjunk- 
turpolitik, 1986, 32(6), pp. 349-80 (German). 
Institute de Estudos para o Desenvolvimento, 
Portugal. 

Greenaway, David and Milner, Chris — Intra- 
industry Trade: Current Perspectives and 
Unresolved Issues 

Intraindustry trade has been a frontier area 
for researchers in international economics over 
the last twenty-five years. This paper attempts 
to take stock of what is now a voluminous litera- 
ture and to identify areas where researchers 
might fruitfully direct their attention in the near 
future. The paper focuses on work on theory, 
measurement, empirical analysis, and policy as- 
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pects. For each of these areas current perspec- 
tives are identified and unresolved issues dis- 
cussed. The paper concludes that intraindustry 
trade has been a progressive research program, 
and that an extensive range of issues remain 
to be explored. V/eltwirtsch. Arch., 1987, 
123(1), pp. 39-57. University College at Buck- 
ingham; University of Loughborough. 

Eebkowski, Maciej and Monldewicz, Jan — In- 
formation Industries in the CMEA Countries: 
A Foreign Trade Dimension 
CMEA countries constitute so far a periphery 
of the world information goods market. This 
results both from the low degree of their pro- 
duction internationalization as well as the over- 
whelmingly regional orientation of their trade 
flows. This regionalization of the trade flows 
in data goods exceeds significantly the level re- 
corded in their overall trade relations. Such a 
situation is a reflection of a policy orientation 
of the CMEA countries justified by the strategic 
importance of the industries in question. A pe- 
culiar feature of the CMEA data goods market 
is the decisive role of the Soviet import demand 
for trends and patterns in regional manufactur- 
ing and trade. Konjunkturpolitik, 1986, 32(5), 
pp. 308-24. University of Hamburg; Polytech- 
nics Warsaw. 

Nagy, Andris — Changes in the Structure and 
Intensity of East- West Trade 
The first part of the article summarizes the 
changes in the European socialist countries' 
strongly aggregated import and export trade 
patterns between 1960 and 1980, with special 
regard to the trade with the advanced industrial 
countries. The second part quantifies the effects 
of trade policy on East-West trade relations 
during the same period. The effect of political 
factors hindering East-West trade has been 
found to be very strong, the political estrange- 
ment of the 1980s and the strengthening of pro- 
tectionist tendencies may stop or set back ear- 
lier improvements. Acta Oecon. , 1985, 35(3- 
4), pp. 359-75. Institute of Economics, Hungar- 
ian Academy of Sciences, Budapest. 

Obiatb, Cibor and Pete, Piter — Trade with 
the Soviet Union: The Finnish Case 


Finno-Soviet trade is a special part of East- 
West economic relations. The volume of trade 
between the two countries is exceptionally large 
and its institutional system is similar to that of 
trade among socialist countries. The volume 
and pattern of Finno-Soviet trade is based on 
intergovernmental agreements containing quo- 
tas for exports and imports, and payments be- 
tween the two countries are settled through a 
bilateral clearing system. However, the advan- 
tages of the Finno-Soviet trade for Finland is 
not attributable to the special domestic regula- 
tion of bilateral trade, but to the vitality and 
the ability of the Finnish economy to adjust 
to different needs and institutional frameworks. 
Acta Oecon., 1985, 35(1-2), pp. 165-94. Insti- 
tute for Economic and Market Research, Buda- 
pest; Institute of Economics, Hungarian Acad- 
emy of Sciences, Budapest. 

Sarkar, Prabirjit- — The Singer-Prebisch Hy- 
pothesis: A Statistical Evaluation 
The statistical objections raised against the 
Singer-Prebisch thesis regarding the secular 
decline in the terms of trade of primary prod- 
ucts in relation to manufactures, do not have 
as sound a basis as is generally supposed they 
have on a priori grounds. The projection of 
that historical experience into the post-war 
years as made by H. W. Singer and R. Prebiscb 
also holds good until the oil crisis years of the 
1970s; it would hold true up to 1983 if oil and 
OPEC are excluded as a special case. With the 
decline in the terms of trade of primary prod- 
ucts, the trading terms of the developing region 
vis-4-vis the developed one also deteriorated. 
In view of increasing manufacture exports by 
the developing region, it is doubtful how far 
the two terms-of-trade indexes will move in the 
same direction. Cambridge J. Earn., Dec- 
1986, 10(4), pp. 355-71. Calcutta University. 

Whichard, Obie G. — U.S. Sales of Services to 
Foreigners 

The Bureau of Economic Analysis has re- 
cently undertaken to improve and expand its 
statistical information on U.S. international 
trade and investment in services. TTiis effort, 
in support of the increased emphasis on services 
in U.S. trade policy, is designed to improve 
the information on services included in the U.S. 
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international transactions accounts. This article 
outlines the Bureau’s data improvement pro- 
gram and presents new data on sales of services 
by U.S. multinational companies. These new 
data indicate that most services sold by U.S. 
multinational companies to foreigners during 
1982-84 were from foreign affiliates rather than 
the U.S. parent. Sure. Curr. Bus., Jan. 1987, 
67(1), pp. 22-41. U.S. Department of Com- 
merce, Washington, D.C. 

Winters, L. Alan — An Empirical Intertemporal 
Model of Developing Countries’ Imports 
This paper specifies and estimates an inter- 
temporal model of total imports for three devel- 
oping countries. Imports are related to current 
and expected values of foreign-exchange re- 
ceipts, import prices, and interest rates. For 
two out of the three countries the intertemporal 
model appears best, while for the third it is 
(just) dominated by another financial model. 
The paper shows: that financial variables ex- 
plain most of the variance in developing coun- 
tries’ imports; that there is a substantial degree 
of intertemporal substitution; and that poorer 
countries have higher rates of time discount 
than richer ones. Weltwirtsch. Arch., 1987, 
123(1), pp. 58-80. University of North Wales. 

Zdberfarb, Ben-Zion — The Effect of Relative 
Exchange and Market Growth Rates on the 
Geographic Allocation of Exports; More Em- 
pirical Evidence 

Based on a pooled cross-section, time-series 
data set for Israeli industrial exports in 1982 
and 1983, this study provides empirical support 
for the hypothesis that exporters respond to 
changes in relative exchange rates and market 
conditions in export markets when deciding on 
the geographical allocation of their exports. 
These factors explain over 88 percent of the 
variance in the U.S. share in Israel’s industrial 
exports in the 1982 to 1983 period. Quart. J. 
Bus. Econ., Summer 1987, 26(3), pp. 96-101. 
Vanderbilt University. 

4H Com m erc ia l Policy 

Boyd, Roy and KrutflU, Kerry— The Welfare 
Impacts of U.S. Trade Restriction* agajnst 
the Canadian Softwood Lumber Industry: A 
Spatial Equilibrium Analysis 


In this paper the authors estimate the produc- 
tion and welfare impacts of various U.S. trade 
restrictions on Canadian lumber. After building 
a model which incorporates the regional charac- 
ter of the North American lumber market, the 
authors simulate a variety of tariff* and quotas 
now advocated by a number of U.S. lawmakers. 
They find that the tariff losses incurred by Cana- 
dian producers could be substantial, depending 
on the elasticity of their export supply. Volun- 
tary restraint agreements, however, might lead 
to Canadian gains as high as 40 percent of their 
preexisting profits. Can. J. Econ., Feb. 1987, 
20(1), pp. 17-35. United States Department of 
Agriculture, Washington, D.C.; Duke Univer- 
sity. 

Clark, Don P. — Regulation of International 
Trade in the United States; The Tokyo Round 
A model based on the economic theory of 
regulation is used to explain the interindustry 
pattern of tariff protection that emerged from 
the Tokyo Round. Although tariff reductions 
were modest and were conducted in large part 
using a harmonization tariff-cutting formula, ev- 
idence reported here suggests that domestic 
pressure groups were able to exercise influence 
over post-Tokyo Round tariff levels. Results of 
this analysis provide support for the Marvel- 
Ray tariff formation model. J. Bus., Apr. 1987, 
60(2). pp. 297-306. University of Tennessee. 

Collyns, Charles and Dunaway, Steven — The 
Cost of Trade Restraints: The Case of Japa- 
nese Automobile Exports to the United 
States 

This paper assesses the extent to which re- 
straints on exports of Japanese automobiles to 
the United States affected car sales and prices 
in the period 1981-84. The estimates are based 
on a model of the U.S. automobile sector that 
allows for the effects of the quotas on the aver- 
age quality of cars purchased in order to distin- 
guish between pure price effects and quality 
effects. The results presented in the paper sug- 
gest that the restraints had a substantial impact 
on automobile prices (adjusted for quality im- 
provements) and thus imposed a heavy welfare 
cost on the U.S. economy, let. Momt. ftmi 
Staff Pap. , Mar. 1967, 34(1), pp. ISO-75, Inter* 
national Monetary Fuad, Washin gt on . D.C. 
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Clench, Herbert — Weltwirtschaftliches 

Wachstum durch Liberal isierung (Global 
Economic Growth by Liberalization) 

The United States and East Asia have extri- 
cated themselves more quickly from the rela- 
tive stagnation of the 70s and early 80s than 
Europe, which suffers from more rigidities and 
still lacks sufficient downward flexibility of real 
wages. To revitalize its economy, Europe has 
to free its markets from state regulations and 
make them more accessible to domestic and 
international competition. With a swift trade 
liberalization, Europe — and the world — could 
tap a large source of productivity growth. In 
order to facilitate the import-induced decline 
of old industries, free activity zones should be 
established in the affected regions. Kyklos, 
1986, 39(4), pp. 518-36 (German). Institut fur 
Weltwirtschaft, Universitfit Kiel, Germany. 

MacPhee, Craig R. — The Consistency of Par- 
tial Equilibrium Estimates of Trade Creation 
and Diversion 

The author evaluates several empirical stud- 
ies which have predicted different outcomes for 
preferential trade arrangements as a result of 
Tokyo Round tariff cuts. Some of the elasticities 
used in the empirical models are found to be 
inconsistent with their underlying assumptions. 
Consistent values for the elasticities are de- 
rived, and these are used to show how some 
empirical estimates may differ. The importance 
of the aggregation problem in such studies is 
also assessed. Weltwirtsch. Arch., 1987, 123(1), 
pp. 81-92. University of Nebraska, Lincoln. 

Ray, Edward John — The Impact of Special In- 
terests on Preferential Tariff Concessions by 
the United States 

This paper provides empirical evidence on 
the relative impact of the generalized system 
of preferences, adopted in 1975, and the Carib- 
bean Basin Initiative, adopted in 1983, on the 
pattern of U.S. imports of manufactured goods 
from the target areas at the four-digit level in 
1984. Imports from Brazil, Mexico, South 
America, the Caribbean Basin, and all eligible 
countries ore each analyzed. The author pro* 
vide# evidence that existing preferential agree- 
ments have foiled to offset the bias in U.S. pro- 
tection against competitive exports from 


developing countries and explains why one 
might have predicted such an outcome. Rev. 
Earn. Statist., May 1987, 69(2), pp. 187-93. 
Ohio State University. 

Rousslang, Donald J. — The Opportunity Costs 
of Import Tariffs 

Existing estimates of the welfare cost of im- 
port tariffs ignore the social cost of replacing 
the tariff revenue with another tax. As a practi- 
cal matter, this is an important omission be- 
cause the alternative tax might entail a substan- 
tial welfare cost. This paper examines the 
relative efficiency of import tariffs and existing 
domestic taxes. As a case study, comparisons 
are made between the welfare cost imposed 
by replacing the tariff revenue using the alter- 
native domestic taxes in the United States. It 
is found that the alternative U.S. domestic taxes 
are probably less efficient than U.S. tariffs. Kyk- 
los, 1987, 40(1), pp. 88-102. International 
Trade Commission, Washinton D.C. and 
Ceorge Washington University. 

430 International Finance 

431 Open Economy Macroeconomic*; Exchange 
Rates 

Adams, Charles and Gro*. Daniel — The 
Consequences of Real Exchange Rate Rules 
for Inflation: Some Illustrative Examples 
This paper examines consequences of real ex- 
change-rate rules for the control of inflation in 
the context of several popular macroeconomic 
models. It argues that the authorities will not 
be able to achieve any target for inflation if 
they follow such a rule, depreciating the nomi- 
nal exchange rate in line with the difference 
between world and domestic inflation. Follow- 
ing a real exchange-rate rule serves to index 
both the nominal exchange rate and, through 
the balance of payments, the money supply to 
the price level. Thus there is no exogenous 
nominal anchor to tie prices down. Int. Monet- 
Fund Staff Pap., Sept 1986, 33(3), pp. 439- 
76. International Monetary Fund, Washington, 
D.C.; Centre for European Policy Studies, 
Brussels. 

Bhandari, Jagdeep S. and Decahiwc, Ber- 
nard — A Stochastic Model of Incomplete 
Separation between Commercial and Finan- 
cial Exchange Markets 
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Ttiis paper constructs a framework that is suit- 
able for the analysis of a dual exchange market 
regime characterized by intermarket leakage. 
The mode! incorporates the fact that in reality 
certain proportions of both trade-account and 
service-account items are settled in the financial 
market on account of both legally-sanctioned 
leakage and fraudulent transactions. The model 
is utilized to investigate the dynamic and static 
proportion of the economy with respect to the 
degrees of export, import, and service account 
leakage as well as with respect to other pa- 
rameters of interest. J. Int. Econ., Feb. 1987, 
22(1/2), pp. 25-55. West Virginia University; 
University of Laval, Quebec. 

Biasco, Salvatore — Currency Cycles and the 
International Economy 
This article argues that, if all available infor- 
mation is not conveyed through prices, portfolio 
adjustment is gradual and the currency market 
does not reflect a continuous stock equilibrium. 

A sequence is described in which the diver- 
gence or convergence of different signals from 
the real and financial markets guides the finan- 
cial choices of agents with different time hori- 
zons, and produces a cycle of the exchange rate 
between key currencies. Certain endogenous 
characteristics of economic policy strengthen 
the cycle. Currency cycles are not neutral from 
the sectoral point of view and cannot be ana- 
lyzed separately from the sectoral dynamics 
which they produce. Banco Naz. Lavoro Quart. 
Rev., Mar. 1987. 40(160), pp. 31-60. University 
degli Studi di Roma “La Sapienza," Rome. 

Blackburn, Keith— Interest Parity, the Degree 
of Capital Mobility and the Information Con- 
tents of the Exchange Rate and the Interest 
Rate: Clarifications and Extensions 
This paper explores the role of the exchange 
rate and die interest rate as information vari- 
ables in a small macroeconomic model under 
conditions of perfect and imperfect capital mo- 
bility. It is shown that, despite the intimate 
relationship between these variables via ini er ’ 
eit parity, the information content of rac ” ** 
generally different, the nature of this informa- 
tion being crucially de p ende n t upon the degree 
of capital mobility. Impbcatkms are drawn for 
the dynamic behavior of the exchange rate and 


prices. An implication of the analysis focuses 
on the role of policies designed to alter die 
degree of capital mobility. Manchester Sch. 
Econ. Soc. Stud., Mar. 1987, 55(1), pp. 6ft- 
76. University of Southampton. 

Buiter, Willem H. — Macroeconomic Policy 
Design in an Interdependent World Econ- 
omy: An Analysis of Three Contingencies 
This paper uses an analytical two-region 
(United States and “rest of industrial world”) 
model tu analyze three issues in international 
macroeconomic interdependence and policy co- 
ordination: What should be the mdnetary/fiscal 
response in other industrial countries to tight- 
ening U.S. fiscal policy, and what should be 
the U.S. monetary response? What should be 
the U.S. and industrial world’s monetary/fiscal 
responses to a collapse of the dollar? What 
should he the macroeconomic policy response 
to disappointing real growth performance? Cor- 
rect identification of the cause(s) for a “hard 
landing” of the dollar and for disappointing real 
growth is crucial to appropriate policy re- 
sponses. Int. Monet. Fund Staff Pap., Sept. 
1986, 33(3), pp. 541-82. Yale University. 

Battler, Hans-JOrg and Schips, Berod— Equi- 
librium Exchange Rates in a Multi-country 
Model: An Econometric Study 
In this paper equilibrium exchange rates 
are computed in a multi-country econometric 
model for the U.S. dollar, Japanese yen, Ger- 
man mark, Canadian dollar, pound sterling, 
Swiss franc, and a composite currency for the 
rest of the world. The simulation of the model, 
which is hilly interdependent with regard to 
bilateral exchange rates, is not possible for all 
points of time even though the model is locally 
stable. It is shown that neither the total current 
account balance nor the bilateral trade balance 
is a reliable measure of whether or not die bilat- 
eral exchange rates are overvalued. Wrft- 
wirtsch. Arch., 1987, 128(1), pp. 1-23. Swiss 
National Bank, Zurich; FortchungssteUe for 
Empirische Wirtschaftsforachung, St. Gallon. 

Calvo, Cufflenno A.— Real Exchange Rate Dy^ 
nunics with Fixed No minal Stint* 

tural Change and Overshooting ' ^ 
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The relationship between structural changes 
that require a modification of the steady-state 
level of the real exchange rate is examined in 
terms of a model of staggered prices and real- 
wealth effects. Although wealth effects are nec- 
essary for overshooting, it is shown that their 
actual values are of no particular relevance; in 
fact, overshooting is shown to be more likely, 
the smaller is the real-wealth effect in the de- 
mand for tradables. A key (and counterintuitive) 
result is that overshooting is more likely the 
higher the frequency of price changes. J. Ini. 
Econ., Feb. 1987, 22(1/2), pp. 141-55. Colum- 
bia University. 

Frenkel, Jacob A. and Goldstein, Morris — A 
Guide to Target Zones 
This paper identifies key issues surrounding 
the advisability and practicality of adopting “tar- 
get zones” for exchange rates of major curren- 
cies. Among the issues discussed are: What is 
meant by a target zone approach to exchange 
rate management? What factors motivate the 
call for target zones? How might target zones 
remedy the perceived deficiencies of the exist- 
ing system of managed floating? What factors 
are behind much of the opposition to target 
zones? How would the target zones be calcu- 
lated? What currencies would be included? 
How wide should the zones be? How would 
actual exchange rates be kept within the target 
zones? Inf. Monet. Fund Stiff Pap., Dec. 1986, 
33(4), pp. 633-73. International Monetary 
Fund, Washington, D.C. 

Greenwood, Jeremy and Kimbrough, Kent 
P. — An Investigation in the Theory of For- 
eign Exchange Controls 
A choice-theoretic, cash-in-advance model is 
constructed to examine foreign-exchange con- 
trols. While foreign -exchange controls improve 
the trade balance and the balance -of-payments 
(or exchange rate) they reduce welfare for a 
distortion-free, small, open economy. This is 
because foreign-exchange controls essentially 
place a quota on imports. Shocks to the terms- 
of-trade are shown to be transmitted negatively 
to the domestic economy when exchange con- 
trols are in elect. Devaluations are found not 
to have real effects. Finally, it is argued that 
foreign -exchange controls are not the optimal 


policy for attaining trade-balance objectives. 
Can. J. Econ., May 1987, 20(2), pp. 271-88. 
University of Western Ontario; Duke Univer- 
sity. 

Gregory, Allan W. — Testing Interest Rate Par- 
ity and Rational Expectations for Canada and 
the United States 

The purpose of this paper is to examine the 
joint hypothesis of interest-rate parity and ra- 
tional expectations for Canada and the United 
States using monthly data. Two approaches to 
testing are considered: (1) the substitution 
method and (2) testing the cross-equation non- 
linear rational expectations restrictions from 
solving the interest-rate parity equation. It is 
demonstrated that standard application of the 
substitution method requires the assumption 
that the interest-rate parity equation holds de- 
terministically. Tests for unit roots in the spot 
exchange-rate and interest-rate differentials are 
also investigated. Can. J. Econ. May 1987, 
20(2), pp. 289-305. University of Western On- 
tario and Queen’s University. 

Hodrick, Robert J. and Srivastava, Sanjay— ' 
Foreign Currency Futures 
The theoretical nature of risk premiums in 
foreign currency futures markets is derived and 
studied empirically. Estimation problems en- 
countered in using futures data are discussed. 
Since forward rates and futures prices have 
been found to be approximately equal and be- 
cause risk premiums in forward markets are 
highly variable, consistency of the data requires 
time variation in daily risk premiums in the 
futures market. Unbiasness of daily futures 
prices as predictors of the following day’s fu- 
tures price is rejected for all currencies. Recon- 
ciliation of daily and monthly data requires posi- 
tive serial correlation in daily risk premiums. 

/. Int. Econ., Feb. 1987, 22(1/2), pp. 1-24. 
Northwestern University; Camegie-Mcllon 
University. 

Hard, Peter — Lessons from Empirical Models 
of Exchange Rates 

This paper first discusses the relationships 
among exchange rates, national price levels, in- 
terest-rate differentials, and international bal* 
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anoes of payments. These discussions provide 
perspectives on elements of truth that are con- 
sistent with the empirical Mures of existing 
exchan ge-rate models. Other lessons discussed 
include the importance of analyzing exchange 
rates within complete macroeconomic frame- 
works and of assuming that expectations are 
generated through model-consistent processes. 
The paper raises questions about the validity 
of the uncovered interest-parity hypothesis and 
discusses approaches for distinguishing assets 
and specifying portfolio preferences in ways 
that have solid microeconomic foundations. Int. 
Monet. Fund Staff Pap., Mar. 1987, 34(1), pp. 
1-28. International Monetary Fund, Washing- 
ton, D.C. 

Ize, Alain and Ortiz, Cuillermo— Fiscal Rigidi- 
ties, Public Debt, and Capital Flight 
This paper associates exchange-rate crises 
and capital flight with the possibility of default 
on public debt, resulting from fiscal rigidities. 
By including interest-bearing debt, both do- 
mestic and external, the model can generate 
the timing of an attack and can explain why 
domestic public bonds, even when perfectly in- 
dexed, cannot eliminate the possibility of a cri- 
sis. This fiscal framework provides explanations 
for the simultaneity of private capital flight and 
public foreign borrowing and the wide observed 
fluctuations in real exchange rates. The recent 
experience of Mexico is a particularly fitting 
illustration. Int. Monet. Fund Staff Pap.. June 
1987, 34(2). pp. 311-32. International Mone- 
tary Fund, Washington, D-C. 

Kama*, Linda— The Balance of Payments Off- 
set to Monetary Policy: Monetarist, Portfolio 
Balance, and Keynesian Estimates for Mexico 
and Venezuela 

Three balance-of-payments equations are 

specified and estimated for Mexico and Vene- 
zuela. While a large offset is found for Vene- 
zuela, there is no evidence of a significant offset 
for Mexico in the 1970s. However, it is shown 
that from 1951 to 1970, the offset was dose 
to minus one, suggesting there was 
, change in the 1970*. The estimated ofeet for 
Venezuela in the Keynesian equation is smaller 
than that in the monetarist equation. «*PPort- 
tag arguments that the latter is based toward 


minus one. However, the long-run offset is mi- 
nus one in accordance with both approaches. 

]. Money, Credit, Banking, Nov. 1986, 18(4), 
pp. 467-81. Wellesley College. 

Lizondo, Josff Sadi — Unification of Dual Ex- 
change Markets 

This paper develops the model of an economy 
under a dual exchange system, comprising an 
official market in which the exchange rate is 
crawling at a constant rate and a free market 
in which the exchange rate is determined by 
market forces. After analyzing the behavior off 
the economy under the dual system, the paper 
discusses the effects that switching to a unified 
floating system or a unified crawling peg system 
has on the exchange rate and on the balance 
of payments, particularly in the short run. /. 
Int. Econ., Feb. 1987, 22(1/2), pp. 57-77. Uni- 
versidad Nacional de Tucumffn, Casilla de cor- 
reo 209, (4000) San Miguel de Tucumin, Ar- 
gentina. 

Masson, Paul R. and Knight, Malcolm— Inter- 
national Transmission of Fiscal Policies in 
Major Industrial Countries 
This paper specifies a simple theoretical 
model of saving and investment behavior and 
estimates it with data for the United States, 
West Germany, and Japan over 1961-83. The 
model is then simulated to examine the dfects 
of shifts in the fiscal deficits of those countries 
in 1982-85 and of investment incentives in the 
United States. The simulations indicate that 
these fiscal changes explain a substantial part 
of the dollar’s appreciation against other major 
currencies, the high level of world interest 
rates, and current account developments in the 
three largest industrial economies over that pe- 
riod. Int. Monet. Fund Stiff Pap.. Sept. 1986, 
33(3), pp. 387-438. International Monetary 
Fund, Washington, D.C. 

Rabel, Gerhard— Factors Determining Exter- 
nal Indebtedness 

The determinants of external indebtedness 
for a raw-material importing country are exam- 
ined here using an intertemporal 
is shown that a rise in price cff the law-matcnsl 
import always leads to a reaMneoato k m but 
not necessarily to a worsening of Ike current 
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account and therefore to external indebtedness. 
Rather, what is important is whether the price 
increase is seen as temporary or permanent or 
merely expected for the future. Other influ- 
ences on external indebtedness, such as 
changes in interest-rate levels or government 
revenue and expenditure policies are also dis- 
cussed. Econ. Notes, 1986, (3), pp. 101-21. 
University of Mannheim, West Germany. 

Sar antis, Nicholas — A Dynamic Asset Market 
Model for the Exchange Rate of the Pound 
Sterling 

Hie aim of this paper is to examine the influ- 
ence of domestic foreign assets held by U.K. 
residents, as well as of North Sea oil, on the 
value of the pound sterling. Firstly, a theoreti- 
cal model based on the portfolio-balance ap- 
proach is developed. Subsequently, a disequi- 
librium version of this model is specified and 
then applied to five bilateral exchange rates vis- 
ft-vis sterling. Several diagnostic statistics are 
employed for evaluating the regression results, 
which provide a satisfactory explanation of ster- 
ling’s behavior and lend support to the approach 
adopted. Weltwirtsch. Arch., 1987, 123(1), pp. 
24-38. Thames Polytechnic School of Social Sci- 
ences, London. 

TarafAs, Imre and Szab6, Judit — Hungary’s 
Exchange Rate Policy in the 1980s 
This article analyzes the development of the 
cost and price competitiveness of Hungarian 
exports between 1970 and 1984 by means of 
real effective exchange rate calculations. In the 
Hungarian economy, changes in exchange rate 
influence the price level while they only exert 
moderate effects on relative prices and relative 
incomes. It was found that there were market 
fluctuations in the development of real, effec- 
tive exchange rates, but that these fluctuations 
do not influence Hungarian exporters’ pricing 
behavior. Hie latter depends rather on the 
buoyancy of economic activity in external mar- 
kets. Acta Oecon., 1985, 35(1-2), pp. 53-79. 
National Bank of Hungary, Budapest. 

Tunoovsky, Stephen J. — Optimal Monetary 
Policy and Wage Indexation under Alterna- 
tive Disturbances and Information Structures 


The interdependence between the optimal 
degree of wage indexation and optimal mone- 
tary policy is analyzed for a small open economy 
under a variety of assumptions regarding: (1) 
relative information available to private agents 
and the stabilization authority; and (2) the per- 
ceived nature of the disturbances impinging on 
the economy. The distinctions between: (1) un- 
anticipated and anticipated disturbances, and 
(2) permanent and transitory disturbances, are 
emphasized. The extent to which stabilization 
is achieved is shown to depend upon the nature 
of the disturbances and the available informa- 
tion. The policy redundancy issue is empha- 
sized, implying that optimal rules can fre- 
quently be specified in many equivalent ways. 
J. Money, Credit, Banking, May 1987, 19(2), 
pp. 157-80. University of Illinois. 

Wolff, Christian C. P. — Forward Foreign Ex- 
change Rates, Expected Spot Rates, and Pre- 
mia: A Signal-Extraction Approach 
The author implements a methodology to 
identify and measure premia in the pricing of 
forward foreign exchange that involves applica- 
tion of signal-extraction techniques from the en- 
gineering literature. Diagnostic tests indicate 
that these methods are successful in capturing 
the essence of the time-series properties of pre- 
mia. The estimated premium models indicate 
that premia show a certain degree of persistance 
over time and that more than one-half of the 
variance in the forecast error that results from 
the use of current forward rates as predicators 
of future spot rates, is accounted for by variation 
in premium terms. /. Finance, June 1987, 42(2). 
pp. 395- 406. London Business School. 

440 iNTEaNAnoNAL Investment and 
Foreign Aid 

441 International Investment and Long-term 
Capital Movements 

Hiemenz, Ulrich — Foreign Direct Investment 
and Industrialization in ASEAN Countries 
This paper provides on evaluation of foreign 
direct investment in ASEAN’s “Other Four 
in the 1970s and early 1960s. Sectoral composi- 
tion of foreign direct investment and marketing 
strategies applied by transnational corporations 
from Germany, Japan, and the United States 
have differed substantially in the region, but 
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the impact of foreign direct investment on in- 
dustrialization and export expansion appears to 
have converged over time. Furthermore, there 
are indications that the transfer of technology 
has made a more important contribution to the 
emergence of internationally competitive in- 
dustries in ASEAN countries than the direct 
participation of foreign affiliates in manufac- 
tured exports. Weltwirtach. Arch., 1987, 
123(1), pp. 121-39. Institut fiir Weltwirtschaft, 
Kiel. 

Yannopoulos, George N. — European Commu- 
nity Tariff Preferences and Foreign Direct 

Investment 

This paper explores the links between prefer- 
ential trading arrangements and foreign direct 
investment by focusing on the European Com- 
munity’s nonreciprocal preferences to develop- 
ing countries. The analysis specifies the condi- 
tions under which the export opportunities 
generated by tariff preferences stimulate for- 
eign direct investment and derives certain test- 
able hypotheses regarding the structure and the 
geographical distribution of this investment di- 
rectly from the theories of economic integration 
and the multinational enterprise. The paper 
also looks at the pattern of foreign direct invest- 
ment in the countries benefiting from European 
Community tariff preferences, and examines 
how far it provides support for the hypotheses 
advanced. Banco Naz. Lavoro Quart. Rev . , 
Mar. 1987, 40(160), pp. 93-109. University of 
Reading, United Kingdom. 

MS International Business 

Chen, Tain-Jy and Tang, De-Piao— Offshore 

Assembly and Short-run Labor-Labor Substi- 
tution 

This paper investigates the short-run produc- 
tion relationship in offshore assembly, using the 
case of Taiwan’s electronics indsutry. Skilled 
and unskilled production workers are found to 
he substitutes for one another and both are 
complementary to white-collar workers. Mate- 
rial is a substitute for all types of labor. The 
implications of the wage policies of less-devel- 
oped countries and the tariff provision for off- 
shore assembly utilised by industrial countries 
sue discuss ed . The important role and indis- 
Pensabdfty of white-collar workers to develop- 


ment are considered. Weltwirtach. Arch., 1967, 
123(1), pp. 140-48. Drexel University; Univer- 
sity of Missouri at Columbia. 

Das, Sanghamitra — Externalities, and Tech- 
nology Transfer through Multinational Cor- 
porations: A Theoretical Analysis 
This paper examines the optimal behavior of 
a multinational firm’s subsidiary in a host coun- 
try when learning of its production techniques 
by its native rivals occurs. In a dynamic frame- 
work, it is shown, among other things, that (1) 
it is worthwhile for the subsidiary to import 
(letter technology from its parent firm and that 
(2) such technology transfer may not benefit 
the firms of the host country despite their learn- 
ing, while the host country as a whole does 
benefit. /. Jnt. Econ., Feb. 1987, 22(1/2), pp. 
171-82. University of Wisconsin. 

Hill, H. and Lindsey, C. W. — Multinationals 
from Large and Small Countries: A Philip- 
pine Case Study 

This paper examines differences between for- 
eign investors from “large” and “small” coun- 
tries, on the liasis of two separate but related 
surveys of firms in Philippine manufacturing. 
In many areas the behavior of the two groups 
did not differ greatly. But there is some evi- 
dence to suggest that the small country inves- 
tors: relied less on proprietory technology and 
brand names; were more export oriented; had 
a preference for joint ventures; and conferred 
greater autonomy on local subsidiaries. Banco 
Naz. Lavoro Quart. Rev., Mar. 1987, 40(160), 
pp. 77-92. Australian National University; Trin- 
ity College. 

Streeten, Paul — "New” Directions for Private 
Resource Transfers 

This article explores forms of international re- 
source transfers that lie between 100 percent 
foreign-owned, direct-equity investment and 
arm’s length transactions between independent 
agents. The essence of them arrangements Is 
that components of the direct-investment pack- 
age are unbundled mid sold separately, but the 
multinational firm continues to maintain an in- 
terest and a degree of control. The best way 
of transferring some sspects of te s hootogy is 
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examined. An analytical framework is put for- 
ward for analyzing various forms erf unbundling. 
On some conditions, both host country and 
multinational firm benefit; on others, both lose; 
on a third set of conditions the host coun- 
try benefits at the expense of the firm; and 
on a fourth vice versa. Banco Naz. Lavoro 
Quart. Rev., Mar. 1987, 40(160), pp. 61-76. 
World Development Institute, Boston Univer- 
sity. 

443 International Lending and Aid (public) 

Amelung, Torsten and Mehltretter, Thor- 
sten — Early-warning Systems in Light of the 
International Debt Crisis 
An assessment of various types of early-warn- 
ing systems with respect to their predictive 
power during the recent debt crisis reveals a 
rather poor performance of all models tested, 
irrespective of the degree of statistical sophisti- 
cation. In addition to reviewing the models to 
be found in the literature, two systems are ap- 
plied for the period of 1978 to 1983 based on 
the data for twelve developing countries. Inter- 
estingly, the relatively simple model actually 
outperforms the statistically more sophisticated 
one. Early-warning systems should rely more 
on economic theory than on empirical experi- 
ence and become more country specific. Kon- 
junkturpolMk, 1986, 32(5), pp. 257-81. Kiel 
Institute of World Economics, Germany; Gies- 
sen University. 

Levy, Victor — Anticipated Development Assis- 
tance, Temporary Relief Aid, and Consump- 
tion Behaviour of Low-Income Countries 
Much debate about the effectiveness of for- 
eign aid to developing countries focuses on the 
assumption that aid flows mainly enhance cur- 
rent consumption rather than being channeled 
into investment. This paper seeks to establish 
what proportion of foreign assistance is used 
to finance current consumption. The principal 
hypothesis to be tested is that aid transfers in- 
clude very heterogeneous components with dif- 
ferent marginal propensities to raise consump- 
tion. Estimating the average marginal 
propensity to consume of all the components 
of aid, as is commonly done, may lead to errone- 
ous results. Econ. J., June 1987 97(386), pp. 
446-58. Hebrew University of Jerusalem. 


500 Administration; Business Finance; 
Marketing; Accounting 

510 Admin UT aATtoN 

511 Organization and Decision Theory 
Ribhegge, Hermann — Genossenschaftsgesin- 

nung in entscheidungslogischer Perspektive 
(The “Cooperative Spirit” Viewed in Terms 
of Economic Decision Theory) 

It is shown that certain attitudes within coop- 
erative organizations, often characterized as a 
"cooperative spirit" that would characterize the 
“homo cooperativus,” fit well into the familiar 
model of the “homo oeconomicus.” To show 
this, the preferences, constraints and decision 
rules of a cooperative’s member are analyzed. 

It is demonstrated that “cooperative behavior” 
is rational when cooperatives are long-living or- 
ganizations. Reciprocal behavior that is based 
on anticipation that services rendered in ad- 
vance will be remunerated later may create a 
sense of solidarity within the cooperative that 
discriminates free rider behavior and will stabi- 
lize the cooperative organization. Kyklos, 1986, 
39(4), pp. 574-95 (German). Institut fur Genos- 
senschaftswesen, Westfalische Wilhelms-Uni- 
versitat, Munster, Germany. 

512 Managerial Economics 

Haller, Ham — Market Power. Objectives of 
the Firm, and Objectives of Shareholders 
Competition plays a crucial role in the norma- 
tive theory of firms’ objectives. In a formal ex- 
ample with a monopolist, it is shown that share- 
holders disagree on the firm’s objectives despite 
a complete system of markets. Price normaliza- 
tion determines the net market-value maximiz- 
ing production plan. J. Inst. Theoretical Econ.. 
Dec. 1986, 142(4), pp. 716-26. Virginia Poly- . 
technic Institute and State University. 

520 Business Finance and Investment 

Hammer, Thomas P. and Walker, Michael 
C. — Capital Budgeting Questionnaires: A 
New Perspective 

The commonly-held belief that large business 
entities increasingly are adopting sophisticated 
capital-budgeting techniques is based primarily 
on the results of numerous questionnaire sur- 
veys. There has been debate over the validity 
of using unrelated questionnaire data to react) 
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conclusions about trends in capital-budgeting 
practices. This paper presents new evidence 
that suggests that the conclusions about trends 
in capital-budgeting practices drawn from a va- 
riety of questionnaire surveys are reasonably 
valid. It also lends support to the practice of 
using multiple time-series surveys to indicate 
trends in general. Quart. /. Bus. Econ. , Sum- 
mer 1987, 26(3), pp. 87-95. North Texas State 
University; University of Cincinnati. 

5S1 Business Finance 

Ambarish, Ramasastry; John, Kose and Wil- 
liams, Joseph — Efficient Signalling with Div- 
idends and Investments 
An efficient signaling equilibrium with divi- 
dends and investment, or equivalently, divi- 
dends and either sales or repurchases of stock, 
is constructed and its properties are identified. 
Because corporate insiders can exploit two sig- 
nals, the efficient mix minimizes dissipative 
costs. In equilibrium, many firms both distrib- 
ute dividends and deviate from first-best invest- 
ment. Also, the impact of dividends on stock 
prices is positive. By contrast, the announce- 
ment effect of new stock is negative for firms 
with private information primarily about assets 
in place and positive for firms with inside infor- 
mation mainly about opportunities to invest. 
J. Finance. June 1987, 42(2), pp. 321-44. Uni- 
versity of Wisconsin; University of Chicago; 
New York University. 

Baskin, Jonathan B.— Corporate Liquidity in 
Carnes of Monopoly Power 
Cross-sectional variation in corporate liquid- 
ity within a sample of large U S. corporations 
suggests that there are material effects from 
product market competition. The empirical evi- 
dence is consistent with an oligopolistic model 
wherein liquid assets are employed both to sig- 
nal commitment to retaliate against market en- 
croachment and to enable firms to rapid y 
preempt new opportunities. As predicted, firms 
with high valuation and spending on intangi- 
bles, in certain strategic positions, hold large 
stocks of liquid assets. Rev. Econ. Statist.. May 
1987 , 69(2), pp. 312-19. Baruch College, City 
University of New York. 

Choaac, Joseph Depredation, Debt, and 
Equilibrium Tax Rates: A Reconsideration 


How debt financing affects the effective cor- 
porate tax rate during a period of inflation will 
depend on the relative taxation of corporate 
income, equity income, and interest income. 

It has l>een shown previously that, given Mer- 
ton Miller’s (1977) position of debt neutrality 
in valuation and the related tax-rate equilib- 
rium, debt financing accelerates the effective 
tax rate. This article observes that current the- 
ory and evidence tend to suggest rather a posi- 
tive value of leverage and, thus, an alternative 
tax-rate equilibrium. It then shows that, be- 
cause of this alternative tax-rate relationship, 
debt financing will likely be beneficial. Quart. 
Rev. Econ. Bus., Spring 1987, 27(1), pp. 6-15. 
Simon Frazer University. 

Jahera, John S., Jr.; Lloyd, William P. and 

Page, Daniel E. — Firm Diversification and 

Financial Performance 

Diversification by shareholders has long been 
recognized as a rational response by risk-averse 
investors to the hazards of common stock own- 
ership. The merits of diversification by corpora- 
tions are much less obvious in light of the ease 
of shareholder diversification. This study exam- 
ines the relationship between corporate diversi- 
fication and financial performance while con- 
trolling for size. Such control is necessary owing 
to the well-documented small firm effect. The 
empirical results indicate a relationship be- 
tween performance and corporate diversifica- 
tion when size is held constant. Quart. Rev. 
Econ. Bus. , Spring 1987, 27(1), pp. 51-62. Au- 
burn University. 

52S Business Investment 

Majd, Saman and Pindyck, Robert S. Time 

to Build, Option Value, and Investment De- 
cisions 

Investment decisions and outlays are often 
made sequentially. For example, the rate at 
which construction proceeds is usually flexible 
and can be adjusted with the arrival of new 
information. Traditional discounted cash-flow 
methods which treat the pattern of investment 
as fixed ignore this flexibility and understate 
the value of the project. This paper uses cenMn- 
gent claims analysis to derive optimal dsetfs a 
rules and to value such investments. The au- 
thors determine the effects of time to bnttd, 
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opportunity cost, and uncertainty on the invest- 
ment decision. For reasonable parameter val- 
ues, they show how a simple NPV rule can 
lead to gross errors. /. Finan. Eicon.. Mar. 1987, 
18(1), pp. 7-27. University of Pennsylvania; 
Massachusetts Institute of Technology. 

530 Marketing 
531 Marketing and Advertising 

Nguyen, Dung — Advertising Random Sales Re- 
sponse, and Brand Competition: Some Theo- 
retical and Econometric Implications 
This paper examines implications for the 
firm’s advertising decisions under conditions of 
random sales response to advertising within the 
context of multibrand competition. The com- 
petitive environment assumed is characterized 
not only by interactions among different compa- 
nies within a given industry, but also by inter- 
actions among different brands produced by a 
single company. A theoretical model is first 
formulated to examine the effect of uncertainty 
in the sales-advertising relations and that of 
the firm's attitude toward risk on its advertising. 
The theoretical results are then assessed by esti- 
mating an econometric mode] using the ciga- 
rette data. ]. Bus . , Apr- 1987, 60(2), pp. 259- 
79. University of Pittsburgh. 

600 Industrial Organization; 
Technological Change; Industry Studies 

610 Industrial Organization and Public 
Policy 

611 Market Structure: Industrial Organization and 
Corporate Strategy 

Asbenfelter, Oriey and Sullivan, Daniel — 
Nonparametric Tests of Market Structure: An 
Application to the Cigarette Industry 
The revealed preference approach is used to 
construct a nonparametric test of the monopoly 
model and some simple generalizations of it, 
and the test is applied to data for the cigarette 
industry. It exploits the maintained hypothesis 
that variations in the excise tax charged on a 
package of cigarettes allow us to assess seller 
reactions to common exogenous variations in 
marginal cost. Results indicate that the monop- 
oly hypothesis, and other simple models that 
do not embody at least a moderate amount of 


competition, serve as poor predictors of the ef- 
fects of excise-tax changes on cigarette prices, 
sales, and revenues. J. Ind. Econ., June 1967, 
35(4), pp. 483-98. Princeton University; North- 
western University. 

Bresnahan, Timothy F. and Schmalensee, 
Richard — The Empirical Renaissance in In- 
dustrial Economics: An Overview 
This brief essay introduces a special issue of 
the Journal of Industrial Economics devoted 
to the recent burst of empirical work in indus- 
trial organization. Trends in empirical research 
in this field are discussed, emphasizing the ways 
in which recent work builds upon and departs 
from earlier traditions. The papers in this special 
issue, which exemplify these developments, are 
briefly discussed. /. Ind. Econ., June 1987, 
35(4), pp. 371-78. Stanford University; Massa- 
chusetts Institute of Technology. 

Cubbin, John and Cerosld, Paul — The Conver- 
gence of Profits in the Long Run: Inter-firm 
and Inter-industry Comparisons 
This paper considers the extent to which the 
short-run dynamic behavior and long-run equi- 
librium levels of profitability differ among firms 
within the same industry. Movements in profits 
are modeled in terms of firm specific deviations 
from average industry profits, and industry spe- 
cific deviations from economy-wide average re- 
turns. Applied to a sample of 217 large U.K. 
firms, 1951-77, the results suggest that consid- 
erable heterogeneities exist within most indus- 
tries. That is, most firms' profitability experi- 
ence differs considerably from those of their 
closest rivals. J. Ind. Econ., June 1987, 35(4). 
pp. 427-42. Queen Mary College, London; 
University of Southampton. 

Domowitz, Ian; Hubbard, R. Glenn and Peter- 
sen, Bruce C. — Oligopoly Supergames: 
Some Empirical Evidence on Prices and Mar- 
gins 

This paper is a panel data study on the behav- 
ior of prices and margins of oligopolies involved 
in repeated games. The authors examine two 
supergame models which generate very differ- 
ent predictions about the cyclical behavior of 
prices and margins. Evidence on the levels of 
price cost margins Indicates that oligopolies 
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achieve equilibria that more closely resemble 
a one-shot Coumot-Nash outcome than monop- 
oly. The authors find, however, that industries 
with "high” price-cost margins exhibit cyclical 
price behavior which is quite different from that 
of unconcentrated industries. Little evidence 
of price wars during either recessions or booms 
is found. J. Ind. Econ., June 1987, 35(4), pp. 
379-98. Northwestern University. 

Dow, Gregory K. — The Function of Authority 
in Transaction Cost Economics 
This paper questions the transaction-cost 
characterization of observed authority relations 
as efficient governance structures. Various in- 
adequacies in the transaction-cost account of 
work organization and the limits of firm size 
are traced to its neglect of the possibility that 
authority may be abused opportunistically. This 
exemplifies a more general propensity in the 
transaction-cost literature: that of explaining 
economic organization in functionalist terms, 
with little attention to the causal mechanisms 
through which efficient governance structures 
might actually arise. Three such mechanisms 
are considered, but none is found to provide 
an adequate rationale for the imputation of effi- 
ciency to observed structures. /. Econ. Behav. 
Org/an., Mar. 1987, 8(1), pp. 11-38. University 
of Alberta. 

Evans, David S. — The Relationship lie tween 
Firm Growth, Size, and Age: Estimates for 
100 Manufacturing Industries 
This study uses a sample of all firms operating 
in 100 manufacturing industries to examine 
some aspects of firm dynamics. It finds that 
firm growth, the variability of firm growth, and 
the probability that a firm will fail decrease with 
firm age. It also finds that firm growth decreases 
at a diminishing rate with firm size even after 
controlling for the exit of slow-growing firms 
from the sample. Gibrat's Law therefore fails, 
although the severity of the failure decreases 
with firm *toe. J. Ind. Econ., June 1987, 35(4), 
pp. 567-81. Fordham University. 

Hocfe, Robert — The Maxi and the Mini (Reflec- 
tions on the Hungarian Debate on Large 
Firms) 

hi economic policy, changes in fashion may 
entail severe consequences. In the 1950s and 


1960s the political leadership’s preference for 
large firms led to an overcentralization of the 
state sector. More recently, the advantages of 
small enterprises seem to be overemphasized. 
One of the worst shortcomings of the Hungarian 
regulatory system is its bias against large enter- 
prises. First of all, they are handicapped in re- 
spect of wage payment possibilities. As a result 
of further steps aimed at modernizing the sys- 
tem of economic control, this ldnd of discrimi- 
nation has to be ended. Acta Oecon., 1985, 
35(3-4), pp. 251-67. Institute of Economics. 
Hungarian Academy of Sciences, Budapest. 

Kantarelis, D. and Veendorp, E. C. H. — 
Buyer Concentration and Countervailing 
Power 

An alternative measure of buyer concentra- 
tion in manufacturing industries is proposed 
and used to explore the relationship between 
buyer and seller concentration for different sub- 
sets of manufacturing industries using data for 
1977. The results suggest that the relationship 
I >e tween buyer and seller concentration is a 
nonlinear one and offer no support for the coun- 
tervailing power hypothesis Quart. J. Bus. 
Econ., Summer 1987, 26(3), pp. 42-56. As- 
sumption College; Clark University. 

Lie berm an, Marvin B.— Excess Capacity as a 
Barrier to Entry: An Empirical Appraisal 
This paper examines excess-capacity barriers 
to entry and investment dynamics in a sample 
of thirty-eight chemical product industries. 
Izrgit and log-linear models of investment be- 
havior are estimated, and specific case examples 
are considered. The results show that incum- 
bents rarely built excess capacity preemptively 
in an effort to deter entry. In general, entrants 
and incumbents exhibited similar investment 
behavior. J. Ind. Econ., June 1967, 35(4), pp. 
607-27. Stanford University. 

Paha, Sergio— ' Brand-naming as an Entry 
Strategy in the European White Goods In- 
dustry 

This paper focuses on a particular type of 
export sale of manufactured goods: the supply 
of final products to a foreign fine which pro- 
duces the same or similar goods and which mar- 
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kets this prearranged supply under its own 
brand labels. Such “brand-naming” agreements 
cannot be described either as a typical subcon- 
tracting agreement or as a simple cooperative 
arrangement between independent firms. Hie 
aim of this study is to show how the use of 
this practice, as an entry strategy into markets 
protected by high product differentiation barri- 
ers due to brand asymmetries, helped the Ital- 
ian white goods industry to rise to world promi- 
nence. Cambridge J. Econ., Dec. 1986, 10(4), 
pp. 305-18. University of Modena, Italy. 

R4v6sz, GAbor — On the Expansion and Func- 
tioning of the Direct Market Sector of the 
Hungarian Economy 

The private small-scale activities, and partly 
the small and medium ventures operating in 
the framework of large socialist organizations, 
are characterized by their self-restraint and by 
the half-heartedness of the authorities toward 
them. This braked character and lack of trust 
in the future are causes of a particular monop- 
olistic position and, frequently, of adventurism. 
These consequences can only be overcome by 
integrating this sector into the whole of the 
economy. Acta Oecon., 1986, 36(1-2), pp. 105- 
21. Institute of Economics, Hungarian Acad- 
emy of Sciences, Budapest. 

Schmalensee, Richard — Collusion Versus Dif- 
ferential Efficiency: Testing Alternative Hy- 
potheses 

The predictions of collusion- and efficiency- 
based static equilibrium explanations of interin- 
dustry profitability differences are formally de- 
veloped and tested, using appropriate econo- 
metric techniques, with intraindustry data on 
seventy U.S. Internal Revenue Service minor 
manufacturing industries in 1963 and 1972. 
None of the explanations has much explanatory 
power. The 1963 data are consistent with collu- 
sion-based models, while the 1972 data are in- 
consistent with all non-null hypotheses consid- 
ered. Patterns of profitability are sharply 
different in the two years, in complex ways ap- 
parently unrelated to cyclical forces or the 
Phase II price controls. Implications of these 
results are discussed. J. lnd. Econ. , June 1987, 
35(4), pp. 399-425. Massachusetts Institute of 
Technology. 


Slade, Margaret E. — Interfirm Rivalry in a Re- 
peated Game: An Empirical Test of Tacit Col- 
lusion 

Rivalry in the Vancouver retail gasoline mar- 
ket is modeled as a repeated game. Service- 
station demand, cost, and intertemporal reac- 
tion functions are estimated from daily data on 
individual station prices, costs, and sales.' These 
functions are then used to calculate noncooper- 
ative and cooperative solutions to the constitu- 
tent game and the actual outcome of the re- 
peated game. The actual outcome is found to 
he substantially less lucrative than the monop- 
oly solution. Nevertheless, all stations are bet- 
ter off than if they played their noncooperative 
strategies in every period. J. lnd. Econ., June 
1987, 35(4), pp. 499-516. University of British 
Columbia. 

Storey, D. J. and Jones, A. M. — New Firm 
Formation — A labour Market Approach to 
Industrial Entry 

This paper argues that a major local factor 
influencing the rate of new-firm formation is 
the rate at which jobs are shed in that locality. 
The evidence presented shows that in Northern 
England there appears to be no association l)e- 
tween changes in, or absolute national levels 
of, profitability in the ith industry and new firm 
formation rates in that industry. On the other 
hand, formation rates in the ith industry in the 
region are positively correlated with job shed- 
ding. Scot. J. Polit. Econ., Feb. 1987, 34(1). 
pp. 37-51. University of Newcastle-upon-Tyne. 

612 Public Policy toward Monopoly and 
Competition 

Smith, W. James; Vaughan, Michael B. and 
Formby, John P. — Cartels and Antitrust: The 
Role of Fines in Deterring Violations at the 
Margin 

This paper investigates the role of fines and 
damages in deterring illegal price fixing at the 
margin. Proportional fines, of which treble 
damages are an example, are rejected as ineffec- 
tive. Fines based entirely upon monopolistic 
overcharge or monopoly profit are also rejected 
because they at times promote, rather than re- 
duce, restriction erf trade. A fine's effect de- 
pends upon a subtle interaction between fine 
progress ivity, the Department of Justice’s case- 
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bringing strategy and the structure of mar- 
ginal cost. The authors suggest that fine prog- 
ressivity be determined on the basis of welfare 
loss with damages levied on monopoly profit 
as an efficient alternative to the present system. 
Southern Econ. ]., Apr. 1987, 53(4), pp. 985- 
96. Weber State College, Weber State College; 
University of Alalmma. 

613 Regulation of Public Utilities 

Bernard, Jean -Thomas and Cairns, Robert 
D. — On Public Utility Pricing and Forgone 
Economic Benefits 

G. Jenkins (1985) argues that the special rela- 
tionships lietween the provincial governments 
and their publicly-owned electric utilities have 
led to overuse of capital in the electric power 
industry and hence to significant economic 
waste. His analysis ignores the particular cir- 
cumstances of electricity price setting in the 
Canadian institutional context. Furthermore, 
he borrows two key technological parameters 
from a U.S. study: scale economies and factor 
substitution. He neglects the important role 
played in Canada by hydro resources. Other 
estimates exist suggesting that Jenkins's evalua- 
tion most probably errs on the high side. Can. 
J. Econ., Feb. 1987, 20(1), pp. 152-63. Univer- 
sity Laval, Montreal; McGill University, Mont- 
real. 

614 Public Enterprises 

Hensher, David A. — Privatisation: An Interpre- 
tative Essay 

This paper discusses some of the objectives 
of privatization and issues that are central to 
the debate . on the wisdom of privatization. 
These issues include: the relationship between 
asset ownership and the competitive environ- 
ment; the spreading ownership of productive 
assets; the role of regulation ("protective priva- 
tization); and alternatives to asset sale such as 
competitive bidding to contract out a service. 
Australian Econ. Pap. , Dec. 1986, 25(47), pp. 
147-74. Macquarie University, Australia. 

Levy, Brian — A Theory of Public' Enterprise 

Behavior 

Unresolved conflict among competing goals 
Induces factions external to public enterprises 


to intervene in enterprise management, 
thereby reducing the level of effort expended 
by managers. Yet intervention can be a rational 
mechanism for inhibiting managers from cap- 
turing the enterprises for their own ends. A 
forma! model explores the equilibrium that re- 
sults from the interactions between the maxi- 
mizing decisions of managers and of controllers. 
The model is extended to analyze strategic buff- 
ering hy managers and to identify alternative 
dynamic sequences that might characterize 
manager-controller interactions. It provides a 
lwsis for discussing policy options for control- 
ling public enterprises. J. Earn. Behav. Or- 
g an.. Mar. 1987, 8(1), pp. 75-96. Williams Col- 
lege. 

616 Industrial Policy 

Succar, Patricia — The Need for Industrial Pol- 
icy in LDC’s — A Re-statement of the Infant 
Industry Argument 

This paper presents a learning-by-doing 
model of a small open economy. Learning ac- 
quired in production of an industry x enhances 
productivity of industries x and y. By introduc- 
ing dynamic production complementarities 
across industries through the learning curve, 
this approach presents an important generaliza- 
tion of P.K. Bardhan's 1971 model. Int. Econ. 
Ret’., June 1987, 28(2), pp. 521-34. University 
of Maryland. 

619 Economics of Regulation 

Holcombe, Randall G. and Holcombe, Lora 
P. — The Market for Regulation 
Consumers demand regulation of product 
quality when some important aspects of quality 
are difficult to observe, as is, for example, the 
case with restaurant sanitation or medical ser- 
vices. Advertising cannot convey adequate in- 
formation in these cases because firms have an 
incentive to always represent themselves as 
meeting standards that are difficult to observe. 
Although regulation is demanded, private regu- 
latory firms will arise in markets where there 
is adequate demand for regulation and where 
government regulation does not exist. Best 
Western Motels is used as an example of a pri- 
vate regulatory agency. J. Inst. Theoretical 
Econ.. Dec. 1986, 142(4), pp. 684-96. Auburn 
University. 
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820 Economics op Technological Chance 

821 Technological Change; Innovation; Research 
and Development 

Bond, Eric W, and Samuelson, Larry — Dura- 
ble Goods, Market Structure and the Incen- 
tives to Innovate 

A commonly-cited finding in the innovation 
literature is that a monopoly tends to innovate 
too, little. This paper demonstrates that a mo- 
nopoly may devote more resources to innova- 
tion than is socially optimal if it produces a 
durable good. This possibility occurs because 
durability creates new innovation incentives. 
Once an initial stock of a durable good has been 
produced, the monopoly faces a residual de- 
mand for the good. Innovation may allow the 
monopoly to more profitably exploit this re- 
sidual demand, and this ability may lead the mo- 
nopoly to devote more resources to innovation 
than is socially optimal. Economica, Feb. 1987, 
54(213), pp. 57-67. Pennsylvania State Univer- 
sity. 

Cohen, Wesley M.; Levin, Richard C. and 
Mowery, David C. — Firm Size and R&D In- 
tensity: A Re-examination 
Using data from the Federal Trade Commis- 
sion’s Line of Business Program and survey 
measures of technological opportunity and ap- 
propriability conditions, this paper finds that 
overall firm size has a very small, statistically- 
inrignificant effect on business unit R&D inten- 
sity when either fixed industry effects or mea- 
sured industry characteristics are taken into ac- 
count. Business unit size has no effect on the 
R&D intensity of business units that perform 
R&D, but it affects the probability of conduct- 
ing R&D. Business unit and firm size jointly 
explain less than 1 percent of the variance in 
R&D intensity; industry effects explain nearly 
half the variance. J. Ind. Econ , June 1987, 
35(4), pp. 543-65. Camegi e-Mellon University; 
Yale University; Camegie-Mellon University. 

Gottiager, Hans W. — Economic Choice and 
Technology Diffusion in New Product Mar- 
kets 

This eway models and estimates diffusion 
paths fcrMimfted set of high-technology mar- 
kets. lmlMc presupposition is that there is 


an intrinsic relation between diffusion patterns 
and market dynamics. It is assumed that a firm 
is faced with the discrete choice of entry or 
non-entry (exit or non-exit) and that the choice 
probabilities depend on economic parameters 
determining the period for the speed of diffu- 
sion. The model which identifies strategic fac- 
tors for a small spectrum of diffused product/ 
process technologies also serves as a forecasting 
model for emerging targeted technologies in 
related industries. Weltwirtsch. Arch., 1987, 
123(1), 93-120. University of Virginia. 

Grossman, Gene M. and Shapiro, Carl — Dy- 
namic R&D Competition 
The authors study a simple, two-stage, sto- 
chastic patent race involving two firms. They 
examine the f>ehavior of the participants as they 
gain the lead or fall Isehind in the race. The 
authors find that the leader engages in R&D 
more intensively than does the follower, and 
that both firms intensify their efforts if the fol- 
lower does catch up with the leader. They also 
analyze: (1) the attractiveness of licensing, 
whereby the leader shares his results with the 
follower; (2) a policy of issuing patents for inter- 
mediate research results; and (3) the effects of 
research joint ventures, whereby the firms co- 
ordinate their initial research efforts and share 
their results. Econ. J., June 1987, 97(386), pp. 
372— 87. Woodrow Wilson School, Princeton 
University. 

Mark, Jerome A. — Technological Change and 
Employment: Some Results from BLS Re- 
search 

The Bureau of Labor Statistics has been 
studying technological change and its impact 
on the work force for a long time. Assessing 
the impact of technology is very complex. Tech- 
nological changes interact with, and are affected 
by, changes in output, consumption patterns, 
international competition, and other factors, 
and the relationship between changing technol- 
ogy and employment is by no means clear. Al- 
though the Bureau’s studies do not provide 
comprehensive answers about any relationship, 
they do yield useful insights. Hits article reports 
on some of the findings of these studies. It ten- 
tatively concludes that changing technology is 
not incompatible with employment growth- 
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Mon, Lab. Rev., Apr. 1987, 110(4), pp. 26-29. 
Bureau of Labor Statistics, Washington, D.C. 

McHugh, Richard and Lane, Julia— The Role 
of Embodied Technological Change in the 
Decline of Labor Productivity 
Tills article accounts for the role of changes 
in the rate of embodied technological advance- 
ment in the productivity slowdown of the 1970s 
and finds that embodied technological changes 
appear to have accelerated over that time pe- 
riod. On the other hand, disembodied techno- 
logical change slowed considerably. These re- 
sults are obtained from a direct estimation of 
a vintage production function in which the coef- 
ficient on the age of capital captures emiMxli- 
ment affects. Unlike earlier studies, the age is 
measured with an adjustment for the probable 
idling of older capital during periods of less 
than full utilization. Southern Econ. J. Apr. 
1987, 53(4), pp. 915-24. University of Missouri; 
University of Louisville. 

Zimmerman, Klaus P. — Trade and Dynamic 
Efficiency 

This paper studies possible impacts of interna- 
tional trade on domestic innovative activity. In 
the light of Schumpeterian ideas of dynamic- 
efficiency, observed evidence of a positive rela- 
tionship between static efficiency and trade may 
be undesirable. The paper examines the ques- 
tion by means of an econometric analysis of a 
huge data set of individual firms. The findings 
are: exporting reduces the effect of firm size 
on process innovations, and import competi- 
tion, a larger integration in the foreign markets, 
and external demand support innovative activ- 
ity. Kyidos, 1987, 40(1), pp. 73-87. University 
of Mannheim and University of Pennsylvania. 

630 In dost* r Studies 
031 Industry Stuffiest Manufacturing 
Ahmed, Ziatil Z. and Siding, Mark — Two De- 
cades of Productivity Growth in Poultry- 
Dressing and Processing 
Output per employee hour in the poultry 
dressing and processing industry rose at an av- 
erage annual rate of 2.9 percent between 1963 
and 1984. In the early 1970s, automated ma- 
chines were widely installed and helped hold 
down employee hours as output increased. By 
the late 1970s. most of the gains stemming from 


this automation had been realized and output 
gains were often matched or exceeded by in- 
creases in employee hours. Between 1980 and 
1984, productivity again rose at a rapid pace, 
reflecting growing consumer demand, higher 
valued products, new processing techniques, 
and streamlined Federal inspection proce- 
dures. Mon. Ijab. Rev., Apr. 1987, 110(4), pp. 
34-39. Bureau of Labor Statistics, Washington, 
D.C. 

Berthelemy, Jean-Claude; Devezeaux de Lav- 
er gne, Jean-Guy and Ladoux, Norbert- — Une 
analyse de la dynamique des comportements 
dc substitution de facteurs dans cinq 
branches de I’fomomie frangaise (An Analysis 
of the Dynamics of Inputs Substitution in 
Five Sectors of French Economy) 

In this study, the authors introduce adjust- 
ment terms in the classic translog formulation. 
They thus obtain a dynamic form of the usual 
value shares of inputs. Unlike other studies of 
this type, they consider that quantities, but not 
values, are rigid. The retained functional form 
was estimated in five industrial sectors of the 
French economy. The results obtained allow 
an analysis of the evolution over a period of 
time (1959-1982), as well as a comparison be- 
tween the different sectors, of the elasticities 
of substitution in the long and short run. Ann. 
Econ. Statist., Oct./Dec. 1986, (4), pp. 3-22 
(French). I^aboratoire d’Economie Politique; 
Commissariat b 1’Energie Atomique and Uni- 
versity of Paris-I; Commissariat k I’Energie A to- 
rn ique and GREMAQ- 

B re uuihan, Timothy F. — Competition and 
Collusion in the American Automobile Indus- 
try: The 1955 Price War 
Movements in total quantity and in quality- 
adjusted price suggest a supply-side shade in 
the American automobile market in 1955. This 
paper tests the hypothesis that die shock was 
a transitory change in industry conduct, a price 
war. The key ingredients of die test are alterna- 
tive equilibrium models of oligopoly under 
product differentiation. In nonnested (Coat) tests 
of hypotheses, a collusive solution is su s taine d 
in 1954 and in 1956, while a competitive solution 
holds in 1955. Hie result dees not appear to 
be an artifact, since it is robust in teats agfanat 
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alternative specifications. /. Ind. Econ., June 
1967, 35(4), pp. 457-82. Stanford University. 

Hall, Bronwyn H. — The Relationship between 
Firm Size and Firm Growth in the U.S. Man- 
ufacturing Sector 

Using panel data on the publicly traded firms 
in the U.S. manufacturing sector in the recent 
past, the author finds that most of the change 
in employment at the firm level in any given 
year is permanent, that year-to-year growth 
rates are largely uncorrelated over time or with 
prior characteristics of the firm, and that there 
is almost no measurement error. Cibrat’s Law 
is weakly rejected for the smaller firms in the 
sample and accepted for the larger firms. This 
find remains when the author controls for the 
effect of selection (attrition) on estimates ob- 
tained from this sample. /. Ind. Econ., June 
1987, 35(4), pp. 583-606. Stanford University. 

O'Neil, Barbara A. — The Mining Machinery 
Industry: Labor Productivity Trends, 1972- 
84 

Productivity in the mining-machinery indus- 
try, as measured by output per hour of all per- 
sons, declined at an average annual rate of 1.2 
percent from 1672 to 1984. Producing heavy 
machinery and equipment for the mining of 
ores and coal, the industry has felt the effects 
of foiling coal prices, fuel shortages, and energy 
crises over the past 10 to 15 years. The general 
decline of U.S. mining has led mining compa- 
nies to retrofit and rebuild existing machinery 
rather than purchase new equipment. Future 
productivity improvements will depend on in- 
creased demand and wider diffusion of com- 
puter-assisted design and manufacturing sys- 
tems. Mon. Lab. Rev., June 1987, 110(6), pp. 
31-36. Bureau of Labor Statistics, Washington, 
D.C. 

Struckmeyer, Charles S. — The Putty-Clay Per- 
spective mi the Capital-Energy Complemen- 
tarity Debate 

This paper argues that capital-energy com- 
plementarity is a short-run phenomenon re- 
flecting the fixed ex post nature of factor em- 
ployment in a putty-day technology. When an 
empirical specification is employed that mea- 
sures firms' ex ante choice of technique, capital 
and energg^are found to be long-run substitutes. 


However, further analysis of the standard trans- 
log and putty-clay models with nonnested hy- 
pothesis tests reveals that neither specification 
is an adequate representation of technology. 
Hie results suggest that there is a dynamic ad- 
justment process in the data that is not fully 
captured in either model. Rev. Econ. Statist., 
May 1987, 69(2), pp. 320-26. Board of Gover- 
nors of the Federal Reserve System, Washing- 
ton, D.C. 

63S Industry Studiest Extractive Industries 
Hendricks, Kenneth; Porter, Robert H. and 
Boudreau, Bryan — Information, Returns, 
and Bidding Behavior in OCS Auctions: 
1954-1969 

This paper examines federal auctions for 
leases on the Outer Continental Shelf in the 
light of the predictions of the first-price, sealed- 
bid, common-values model of auctions. The au- 
thors find that the data strongly support the 
model for auctions in which one bidder is better 
informed than the other bidders. The evidence 
for auctions in which bidders have noisy, but 
qualitatively similar, information is less conclu- 
sive but is consistent with a model in which 
each bidder does not know either the actual 
or potential number of bidders on a lease. ]. 
Ind. Econ., June 1987, 35(4), pp. 517-42. State 
University of New York at Stony Brook. 

633 Industry Studiest Distributive Trades 
Herman, Arthur S. and Henneberger, J. Ed- 
win — Productivity Trends in the Furniture 
and Home Furnishings Stores Industry 
Productivity, as measured by output per hour 
of all persons, grew at an average rate of 3.0 
percent in the furniture and home furnishings 
stores industry from 1967 to 1985. Productivity 
grew at the high rate of 4.6 percent in the appli- 
ance, radio, and television stores component, 
while increasing at less than half that rate, 1.9 
percent, in the furnishings component. The in- 
dustry shifted toward more chain store opera- 
tions and introduced such innovations as com- 
puterized point of sale equipment and 
companywide computer systems for inventory 
control, product reordering, and advertising 
campaigns which aided productivity growth. 
Mon. Lab. Rev., May 1987, 110(5), pp, 24-29. 
Bureau of Labor Statistics, Washington, D.C- 
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634 Industry Studies! Construction 

Schulze, William D., et al. — Benefits and Costs 
of Earthquake Resistant Buildings 
There is concern about whether the cost of 
earthquake resistant buildings justify their ben- 
efits. Hie authors examine this by deriving a 
community's willingness-to-pay for resistant 
buildings. Geological evidence on the San An- 
dreas Fault is utilized to obtain a probability 
density function for an earthquake. The proba- 
bility of an earthquake is shown to increase over 
time which has an offsetting effect on discount- 
ing future benefits. At the present, for a wide 
range of discount rates, the expected benefits 
of earthquake resistant buildings exceed their 
costs in Los Angeles County. However, this 
result varies with the elapsed time since the 
last earthquake. Coauthors are David S. Brook- 
shire, Ronda K. Hageman, and John Tschirhart. 
Southern Econ. J, Apr. 1987, 53(4), pp. 934- 
51. University of Colorado. 

635 Industry Studies: Services and Related 
Industries 

Claggett, E. Tylor, Jr.— Cooperative Distribu- 
tors of Electrical Power: Operations and Scale 

Economies 

Cooperative distributors of electricity serve 
more than twenty-five million customers, yet 
relatively few researchers have scrutinized co- 
operative firms or isolated electrical power dis- 
tributions. This study attempts to examine both 
topics simultaneously. The objectives of the 
study are to: (1) describe cooperative electrical 
distributors and the operations; (2) determine 
scale economies within their enterprise; and 
(3) quantify their past cost disadvantages. An 
unconventional output definition for power dis- 
tribution firms is developed and used in con- 
junction with a CES production function. The 
investigation reveals increasing returns to scale 
and the implied cost disadvantages for the se- 
lected sample of cooperative distributors. 
Quart. J. Bus. Econ., Summer 1987. 26(3), pp. 
3-21. University of Texas-Medical Branch. Gal- 
veston. 

Guntarntaan, Karl L. and Smith, Richard L.- 
Effictency of the Market for Residential Real 
Estate 


Property value data for fifty-seven metropoli- 
tan areas are used to test the efficiency of the 
residential real estate market. Results based on 
estimated abnormal returns indicate a poten- 
tially exploitable market imperfection but the 
amount of systematic variation is not sufficient 
to offset transactions costs. Additionally, trading 
strategies based on historical rates of apprecia- 
tion were compared to a buy-tbe-market strat- 
egy. A residential real estate portfolio with low 
average rates of capital appreciation in one pe- 
riod produced rates of appreciation in the next 
period that exceeded the average for the mar- 
ket. Again, once transactions costs are consid- 
ered, evidence suggests that the real estate 
market is efficient. Land Econ., Feb. 1987, 
63(1), pp. 34-45. Arizona State University. 

Hen net, Dominique and Rochet, Jean- 
Charies — Some Reflection on Insurance Pric- 
ing 

The authors analyze three aspects of the re- 
cent evolution of French automobile insurance 
by use of three simple theoretical models: the 
faintastic development of professional mutuals; 
the growing complexity of tariffs; and the in- 
creasing recourse to product differentiation. 
Each of these aspects can be interpreted as a 
step further in the direction of increasing pre- 
miums personalization. The question the au- 
thors examine is: how for should we go? Europ. 
Econ. Rev., June J987, 3/(4), pp. 863-85. Ecole 
Polytechnique, Paris and CNET, France; Ecole 
Polytechnique, Paris and University of Paris- 
IX. 

Schroeter, John R.— Competition and Value- 
of-Service Pricing in the Residential Real Es- 
tate Brokerage Market 
The services of residential real estate brokers 
are normally priced at a fixed percentage of 
the selling price of the house. Since the direct 
cost of selling a house is virtually unrelated to 
house value, this custom is an example of value- 
of-service pricing— a practice often regarded as 
prima facie evidence of collusive price discrimi- 
nation. This article presents a simple model of 
the market for real estate brokerage sendees 
in which value-of-service pricing emerges as a 
property of competitive equilibrium. Thus, in- 
ferences of noncompetitive brokar conduct. 
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based on the prevalence of percentage-of- 
house- value pricing, may be incorrect. Quart. 
Rev. Econ. But., Spring 1987, 27(1), pp. 29- 
40. Iowa State University. 

700 Agriculture; Natural Resources 
710 Acmcultube 

711 Agricultural Supply and Demand Analysis 
CsAld, Csaba — An Outlook of Food Supply and 
Demand in the CMEA Countries: Results 
of the I1ASA/FAP Model System 
In the framework of the Food and Agriculture 
Programme of the International Institute for 
Applied Systems Analysis, a series of compute* 
Hons has been made concerning the prospects 
of the food market in the CMEA countries. 
All of the four scenarios investigated reflect sub- 
stantial growth potentials in the agricultural 
sector of these economies. The development 
of crop producHon, and especially of grain farm- 
ing, is of outstanding importance, since several 
CMEA countries are heavy importers of food 
stuff. The objective of establishing food autarky 
set in these countries does not, however, serve 
the interest of the community nor the national 
interests of the member countries. Acta Oe- 
con., 1985, 35(1-2), pp. 145-64. Karl Marx 
University of Economics, Budapest. 

Evans, Scott F. and Lewis, Philip E. T. — De- 
mand, Supply and Adjustment of Farm La- 
bour in Australia 

In this paper a disequilibrium model of the 
Australian rural labor market is constructed and 
the demand, supply, and adjustment functions 
estimated. The results indicate that the market 
fin- farm labor can be described by traditional 
neoclassical analysis and that wages are very 
slow to adjust to disequilibrium. Hie results 
imply that increases in form prices will not nec- 
essarily maintain or raise form employment. 
The most important determinants of form em- 
ployment are wages relative to other input 
prices and off-form wages. Australian Econ. 
Pap., Dec. 1986, 25(47), pp. 236-46. Bureau 
of Agricultural Economics, Canberra, Australia. 

4 J* 

Crabowsld, Richard and Ranches, Onetime — 
Returns to Sole in Agriculture: An Empirical 
Investigation of Japanelfo Experience 


In this paper a ray-bomotheHc production 
function is used to determine returns to scale 
for Japanese agriculture for the period 1878 to 
1940. The advantage of the ray-bomotbetic 
function is that it allows returns to scale to vary 
with both output and factor intensity. The re- 
sults show that for this period Japanese agricul- 
ture operated under conditions of increasing 
returns to scale. Europ. Rev. Agr. Econ., 1986, 
13(2), pp. 189-98. Southern Illinois University. 

O’Connell, John — A Hedonic Price Model of 
the Paris Carcase Lamb Market 
Based on a lamb carcass classification and 
pricing exercise in the Paris wholesale market 
at Rungis, an equation was estimated which 
regresses prices on form-based and factory- 
based quality aspects and on country of origin 
of the carcasses. The revenue foregone per car- 
cass by each supplying country, because of di- 
vergence from the optimal quality, is quanHfied 
and allocated to particular quality attributes. 
For all countries quality improvement would 
yield substantially increased revenue. Supply- 
ing countries other than France suffer a sub- 
stantial country-of-origin discount which is not 
justified on quality considerations. Further 
research is necessary on this phenomenon. 
Europ. Rev. Agr. Econ., 1986, 13(4), pp. 439- 
50. University College. Dublin, Ireland. 

Palm, F. C. and Vogelvang, E. — A Short-run 
Econometric Analysis of the International 
Coffee Market 

The authors develop a short-run econometric 
model for the world coffee market and give em- 
pirical evidence on the behavioral equations of 
the mode) for the major coffee importing and 
exporting countries. The behavioral relation- 
ships for producers, inventory holders, specula- 
tors, and consumers are derived from optimiz- 
ing considerations in an uncertain environment. 
Spot and futures prices adjust to clear the spot 
and futures markets at each period. Interna- 
tional trade flows of coffee are determined by 
the optimizing behavior of the agents (coun- 
tries) in the mode). The empirical evidence con- 
firms the authors’ hypothesis of a highly struc- 
tured model which is consistent with profit 
maximizing behavior under uncertainty. Eu- 
rop. Rev. Agr. Econ., 1986, 13(4), pp. 451- 
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76. State University Limburg, Maastricht, the 
Netherlands; Free University, Amsterdam. 

713 Agricultural Policy, Domestic and 
International 

Alston, Julian M . — ’The Effects of the CAP on 
International Trade in Poultry Meat 
The Common Agricultural Policy (CAP) in- 
creases poultry production costs, prohibits 
poultry imports, and subsidizes poultry exports. 
An equilibrium displacement model is applied 
to analyze the effects of these policies. In the 
absence of the CAP it is likely that the Euro- 
pean Community (EC) would be a net importer 
rather than a major exporter of poultry. The 
large implicit tax on EC poultry consumers is 
an inefficient means of transferring income to 
producers, and the policy has significant net 
costs. The displacement of U.S. exports, mainly 
to the Middle East, involves substantial cost 
to U.S. producers but these are almost entirely 
offset by gains to U.S. consumers. Europ. Rev. 
Agr. Econ.. 1986, 13(2). pp. 217-31. Depart- 
ment of Agriculture, Victoria, Australia. 

Alvarez-Coque , J. M. G. and Barcelo, L. V. — 
The Welfare Evaluation of the Spanish Price 
Policy: An Integrated Approach 
The use of the economic surplus measures 
has been widespread in the welfare evaluation 
of trade distortions in agricultural markets. 
However, the criterion based on the sum of 
surplus areas can be ambiguous since it usually 
involves the implicit acceptance of a restrictive 
class of value judgments. This article ap- 
proaches the evaluation of the Spanish agricul- 
tural pricing policy by means of A. Atkinson s 
(1970) welfare function, that makes clear the 
trade-off between efficiency and equity, and ex- 
plicitly includes the policy maker’s inequality 
aversion. Optimum levels of protection are esti- 
mated at various inequality-aversion levels. Eu- 
rop. Rev. Agr. Earn., 1967, 14(1), pp H7- 
34. Polytechnics! University of Valencia, Spain, 

Marsh, John S.— Alternative Policies for Agri- 
culture in Europe 

Three different approaches to a reform of the 
agricultural policies are discussed. Tourniquet 


solutions to solve the immediate p ro bl em of 
budget control, therapeutic solutions aiming at 
a stable and prosperous rural community while 
ensuring the further technological development 
of agriculture, and a catalytic approach in which 
agricultural policies are integrated in an overall 
political effort aimed at the further political and 
economic integration of the expanded Euro- 
pean Community and the tackling of its impor- 
tant social and economic problems. Europ. Rev. 
Agr. Econ., 1987, 14(1), pp. 11-21. University 
of Reading, United Kingdom. 

Meester, Gerrit — Budgetary Constraints and 
International Realities in the CAP 
The shift from net importer to net exporter 
marks a radical change in the economic environ- 
ment within which the CAP ope rates. The pro- 
posed price reductions and co-responsibility 
levies may contribute to the solution of budget- 
ary problems but have little to offer with respect 
to the solution of international trade conflicts 
and the improvement of the Community’s 
terms of trade. Supply control measures, which 
are rejected by the Commission, will have the 
combined effect of alleviating the budgetary 
burden and of reducing the unfavorable trade 
effects for third-world countries and for the 
Community itself. Europ. Rev. Agr. Earn., 
1987, 14(1), pp. 37-47. Agricultural Economics 
Research Institute (L.E.I.), die Hague, the 
Netherlands. 

Tarditi, Secondo— The ‘Green Paper’ in a 
Long-term Perspective 
After a survey of the main financial and eco- 
nomic features of the Common Agricultural Pol- 
icy and of the long-term development of die 
diversified structural situation of farming in the 
Community, the article summarizes the basic 
policy options presented in the Green Paper . 
In the concluding section, the budgetary conse- 
quences of the policy proposals are analyzed, 
and the need for a more balanced price support 
for the various products and a further geograph- 
ical differentiation of the common poiefet ac- 
cording to economic and environmental eoadh 
Hons are advocated. Europ. Rev. Agr . Econ., 
1967, 14(1), pp. 23-35. University rf Siena, h 
aly. 
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de Veer, Jan — Perspectives for the CAP 
To provide background information, the con- 
tents of the Green Paper and the Policy Orien- 
tations in which the Commission of the Euro- 
pean Communities presents its views on the 
future development of the Common Agricul- 
tural Policies, are summarized and discussed. 
First, an outline of the Community's institu- 
tional framework for agricultural policy making 
is given and the papers on agricultural policy 
reforms published by the Commission in previ- 
ous years are surveyed. The article concludes 
with a description of the development of the 
Community’s agricultural policy budget. Eu~ 
rop. Rev. Agr. Econ., 1987, 14(1), pp. 1-10. 
Agricultural Economics Research Institute 
(L.E.I.), the Hague, the Netherlands. 

Weinschenck, Gunther — The Economic or the 
Ecological Way? Basic Alternatives for the 
EC s Agricultural Policy 
The policy proposals presented in the Green 
Paper are not consistent with the stated objec- 
tives. They will not prevent a rapid decrease 
in the number of forms and the abolition of 
forming in the less-fovored regions. After a sys- 
tematic discussion of the various policy alterna- 
tives and their implications, a proposal is devel- 
oped to reduce output by decreasing the use 
of yield-increasing inputs and to support form- 
ing in the less-fovored areas by direct-income 
aids and retirement payments. The reduction 
in the use of yield-increasing inputs, particu- 
larly nitrogen, can be achieved by imposing a 
tax. This policy would not only reduce surplus 
production but would also encourage a less in- 
tensive and ecologically more desirable use of 
the land. Europ. Rev. Agr. Econ. 1967, 14(1), 
pp. 49-60. University of Hohenheim, West 
Germany. 

714 Agricultural Finance 

Sakdlit, M. G. — An Empirical Analysis of Sav- 
ings Behaviour of the Greek Agricultural 
Households 

In this article, the author p r e sen ts the results 
of an econometric cross-sectional analysis of 
determinants of die savings behavior of agricul- 
tural households in Greece. The estimates of 
bivariate and multivariate models indicate that: 
(1) the marginal propensity to save is higher 


than the average propensity to save and is dif- 
ferentiated among classes of income, wealth, 
age and profession, income uncertainty mostly 
due to climatic variations, and educational 
level; (2) the hypothesis that income uncer- 
tainty in Greece, as in other countries, raises 
the marginal propensity to save can lie sup- 
ported; and (3) the disposable income is the 
most important factor affecting agricultural sav- 
ings. Europ. Rev. Agr. Econ., 1986, 13(2), pp. 
169-88. Agricultural Bank of Greece. 

715 Agricultural Markets and Marketing 

Boyd, Milton S. and Brorsen, B. Wade — Dy- 
namic Price Relationships for U.S. and 
EC Com Gluten Feed and Related Markets 
The dynamic relationship of U.S. and Euro- 
pean Community prices of corn-gluten feed and 
related markets are investigated using time-se- 
ries models. Results show that prices for Rotter- 
dam corn-gluten feed and soybean meal mar- 
kets are instantaneously related, and that these 
commodities behave as strong substitutes but 
behave as weak substitutes for West German 
barley. Thus, the results indicate that com-glu- 
ten feed acts more like a protein supplement 
than a feed grain or energy substitute. Thus, 
proposed European community import restric- 
tions on com-gluten feed are more likely to 
result in increased imports of soybean meal or 
other protein supplements than increased use 
of European Community feed grain. Europ. 
Rev. Agr. Econ., 1986, 13(2), pp. 199-215. Pur- 
due University. 

716 Farm Management 

Berg, Ernst — A Sequential Decision Model to 
Determine Optima) Farm-Level Crain Mar- 
keting Policies 

This paper deals with the development of 
models to support postharvest grain-marketing 
decisions. These multi-stage decision models 
compute optima] closed-loop sales policies 
based on subjective assessments of the proba- 
bility distributions of future prices. The first 
approach assumes that the decision maker is 
risk indifferent. Later on the model is expanded 
in order to maximize ex pected utility to capture 
risk aversion as well. The impacts of different 
degrees of risk aversion on the optimal policy 
are analyzed and conclusions are drawn with 



Selected Abstracts 


2211 


respect to the model application in practical 
decision making. Europ. Rev. Agr. Econ., 
1987, 14(1), pp. 91-116. University of Bonn, 
West Germany. 

Hanf, C.-H. and Kflhl, Rainer — Possibilities 
and Limits of Individual Marketing on Family 
Farm Firms 

Agricultural marketing is usually regarded as 
the aflair of special institutions created to im- 
prove the situation of the whole sector. How- 
ever, any farm has at its disposal a bundle of 
marketing activities to improve its economic 
situation. Generally these activities aim at a 
reduction of input prices and/or an increase of 
the farm-gate output prices. The paper deals 
with these possibilities and gives some first ap- 
proximations of the profit increases which could 
be attributed to improvements of individual 
marketing activities. Europ. Reo. Agr . Econ . , 
1986, 13(2), pp. 149-67. Agricultural University 
of Vienna; University of Kiel. W. Germany. 

Higgins, James — Input Demand and Output 
Supply on Irish Farms— A Micro-economic 
Approach 

In this paper a profit-function approach is 
used to derive a set of input-demand and out- 
put-supply equations, the parameters of which 
are used to estimate a set of own and cross 
price elasticities of demand and supply. Both 
compensated and uncompensated elasticity es- 
timates are presented. Hie methodology used 
permitted the testing of some of the assump- 
tions of the neoclassical theory of the firm. The 
data used are from a cross section of farms. 
While the empirical results did not meet some 
of the requirements of profit maximization, the 
methodology proved useful in describing the 
interrelationships between outputs and inputs. 
Europ. Reo. Agr. Econ., 1986, 13(4), pp. 477- 
93. A gr icultural Institute, Dublin, Ireland. 


addition, the lack of alternative investment op- 
portunities retards the change in land owner- 
ship structure. Hie average farm size over re- 
gions is found to be negatively related to 
population pressure, positively related to indus- 
trialization, and positively related to mecha- 
nization. The EC structural policy, presently 
combined with restrictive price policy, is ex- 
pected to stimulate average farm-size growth. 
Europ. Rev. Agr. Econ., 13(2), pp. 233-48. 
Athens School of Economics and Business Sci- 
ence, Greece. 

717 Land Reform and Land Use 
van Dijk, G.; Smit, L. and Veerman, C. P.- — 
Land Prices and Technological Development 
Land prices in the Netherlands are strongly 
influenced by technological change in agricul- 
ture. These effects are described by applying 
the cost-push innovation hypothesis. Land 
prices are the outcome of a price-formation pro- 
cess. Market behavior and the sampling interval 
of the data (annual) require the use of a simulta- 
neous-equations approach. The identification of 
demand and supply in such a model is dis- 
cussed. The statistical results of simultaneous 
models for two regions in the Netherlands are 
presented. The estimated parameters do not 
lead to proper empirical identification of de- 
mand and supply. Recursive models yield bet- 
ter statistical results. Europ. Reo. Agr. Econ., 
1986, 23(4), pp. 495-515. Agricultural Univer- 
sity, Wageningen, the Netherlands; Agricul- 
tural University, Wageningen, the Nether- 
lands; Graduate School of Management. 
Rotterdam, the Netherlands. 

718 Rural Economics 

Bauwens, A. L. G. M. and Douw, L. — Rural 
Development: A Minor Problem in the Neth- 
erlands? 

In the Netherlands there are no large areas 
with typical rural charactersitics. Existing dif- 
ferences in culture and economic performance 
between more and less urbanized regions have 
gradually been reduced by economic develop- 
ment that was stimulated by regional policy. 
The main problem now is how the noo-uffcan 
areas can fulfill the growing needs of urba n resi- 
dents and others concerning ra mkwr rare- 
■tkm, nature conservation, and l a nd s c a p e. Hn 


Llanos, Theodore P. and Parliarou, Despina— 
Farm Size Structure in Greek Agriculture 
Although the average Bsrm size in Greece 
has increased since i960, there has been no 
decline in the percentage of fcrms hi the smaU- 
est-sized group. The continued existence ot 

these small fiuws can be attributed to part-time 

farming, and to the fann-femlly life cycle. In 
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development of policies and instruments of 
physical planning and rural reconstruction in 
recent years is closely linked with the above 
problems. Europ. Rev. Agr. Econ ,, 1986, 13(3), 
pp. 343-66. Agricultural Economics Research 
Institute (L.E.I.), the Hague, the Netherlands. 

tie Benedictis, Michele — Italy: Fragmentation 
of Policies and Research Effort 
In Italy, rural development is considered an 
autonomous area of teaching and research. A 
major portion of the literature is concerned with 
the description and interpretation of the re- 
gional and intersectoral Impact of the postwar 
development process in Italy, placing substan- 
tial emphasis on the analysis of major phenom- 
ena and variables involved in this process (dif- 
fused versus concentrated industrialization, 
migration, part-time farming). The absolute 
lack of coordination among the several mea- 
sures conceived to promote agricultural and in- 
dustrial development underlines the absence 
of an overall policy for rural development. Eu- 
rop. Rev. Agr. Econ., 1986, 13(3), pp. 327- 
41. University of Rome. 

Brun, Andr6 — France: Rural Development in 
a Dynamic Context 

The process and mechanisms by which rural 
population, space, resources, equipment, pro- 
duction, and relevant social networks are evolv- 
ing define a large field of investigation referred 
to by economists as "rural development. ” This 
loose definition leads the author to describe 
and interpret the main features of these changes 
and characterize the research phases in recent 
decades. Two orientations of research will be 
suggested, one on the systematization of simul- 
taneous detailed spatial observations on demog- 
raphy, employment, land markets, agricultural 
production, and structures, the other dealing 
with conflicts arising when development pro- 
jects are implemented or simply proposed. Eu- 
rop. Rev. Agr. Econ., 1986, 13(3), pp. 309- 
26. INRA, Orleans, France. 

Ctds, FeUsa and Fernandez-Cavada, Jose 
Luis — Spain: Rural Development under 
Rapid Depopulation 

The concept of ‘'development” was intro- 
duced in the Spanish economic literature and 


in the policy debate during the 1950s. The most 
relevant literature may be grouped under the 
headings 'Traditional Agriculture in Transi- 
tion," “Impact of Economic Development in 
Rural Areas,” “Migrations,” and “Family Agri- 
culture.” Those areas of study form the frame- 
work of this review. The most significant factor 
in Spanish rural development is rapid depopu- 
lation of rural areas during the 1960s and 1970s, 
coinciding with significant nationwide industri- 
alization resulting in general economic develop- 
ment. Europ. Rev. Agr. Econ., 1986, 13(3), 
pp. 415-32. University of Cordoba; Polytechni- 
cal University of Madrid. 

Giessiibel, Rainer and Spitzer, Hartwig — Fed. 

Rep. of Germany: Rural Development under 

Federal Government 

The development of rural areas should in- 
clude the promotion of industry, infrastructure, 
and services as well as the conservation of the 
productivity and efficiency of the natural sys- 
tem, which should be assessed as an ecological 
potential of rural areas. Starting from this defi- 
nition, the article is an attempt to review the 
theoretical conceptions, main problems, and 
planning activities concerned with rural devel- 
opment considering the institutional framework 
in West Germany. Europ. Rev. Agr. Econ., 
1986, 13(3), pp. 283-307. Institut fiir Land- 
wirtschafHiche Betriebslehre, Regional und 
Umweltpoiitik, Justus- Liebig University, 
Giessen, West Germany. 

Hodge, Ian D. and Whitby, Martin — The 

U.K.: Rural Development, Issues and Analy- 
sis 

This paper reviews the literature relating to 
rural development issues in Britain. The issues 
of depopulation and the decline of employment 
were dominant concerns in rural development 
up to the mid-1970s. Since then, the phenom- 
ena of counterurbanization and the urban-rural 
manufacturing shift, and their consequences for 
rural areas, have become major themes. Early 
studies relating to land use have been followed 
by applications to the issues of environmental 
change, settlement planning, and employment. 
The final section highlights some elements of 
die debate over policies for rural development 
and the institutional framework for their imple- 



Selected Abstracts 


2213 


mentation. Europ Rev. Agr. Econ., 1986, 
13(3), pp 391-413. University of Cambridge; 
University of Newcastle-upon-Tyne. 

Matthews, Alan — Ireland: Rural Development 
in an Agrarian Society 
Problems of economic and social develop- 
ment dominate the Irish rural development lit- 
erature. This article distinguishes five separate 
themes: the pattern of agricultural adjustment 
and its consequences for land use and demogra- 
phy; the evaluation of alternative means of cre- 
ating employment in rural areas; the extent and 
pattern of social deprivation; the investigation 
of conflicts in the management of rural re- 
sources; and the potential of institutional inno- 
vation to tap local resources and initiative. The 
major contributions to each theme are dis- 
cussed. Europ. Rev. Agr. Econ., 1986, 13(3), 
pp. 367-89. Trinity College, Dublin. 

720 Natural Resources 
721 Natural Resources 

Bell, Frederick W. and Leeworthy, Vernon 
B. — Economic Demand for Marinas and Pro- 
jected Impact on Wetlands 
The demand for boating has created a derived 
demand for marinas and also wetlands. A three- 
equation model of marina demand was formu- 
lated consisting of an equation explaining boat 
registrations, a probability equation to predict 
marina use, and a wet-dry slip equation to pre- 
dict the choice of marina services. The model 
was estimated for the State of Florida and used 
to forecast the demand for marinas and wetlands 
to the year 2000. Without institutional con- 
straints, the forecast indicates that 1,897 acres 
of saltwater wetlands might be lost along the 
coast of Florida or 0, 19 percent of existing wet- 
lands which is a small quantitative impact; how- 
ever, qualitative impacts were not explored. 
Land Econ., Feb. 1987, 63(1). pp. 79-91. Flor- 
ida State University; NOAA, Rockville, Mary- 
land. 

BjUrndal, Trood and Conrad, joe M.— The 
Dynamics of an Open Access Fishery 
A discr ete-time, nonlinear, deterministic 
model for an open-access fishery is developed 
and the equilibrium is characterized. The open- 


access exploitation of North Sea herring during 
the period 1963-77 is analyzed. Alternative pro- 
duction functions are considered and estimated 
for the Norwegian purse seine fishery. The 
bionomic equilibrium and approach dynamics 
are presented when prices and costs are chang- 
ing The results indicate that the resource stock 
was saved from possible extinction by the clo- 
sure of the fishery at the end of the 1977 season. 
Can. ]. Econ., Feb. 1987, 20(1), pp. 74-85. 
Norwegian School of Economics; Cornell Uni- 
versity. 

Boadway, Robin, et al. — Marginal Effective 
Tax Rates for Capital in the Canadian Mining 
Industry 

The authors model a firm that explores, de- 
velops, and extracts a depletable asset, taking 
into account various features of Canadian corpo- 
rate and Ontario and Quebec mining tax law. 
They derive the user cost of capital and effective 
tax rate for investments undertaken by a mining 
firm. Calculations based on 1985 tax law show 
that there is considerable dispersion in efcctive 
tax rates, most being negative, especially for 
processing assets. The authors conclude that 
these taxes have been very poor collectors erf 
mining rents compared to a neutral cash flow 
tax. Coauthors are Neil Bruce, Ken McKenzie, 
and Jack Mintz. Can. ]. Econ., Feb. 1987, 
20(1), pp. 1-16. Queen's University, Ontario. 

Bockstael, Nancy E. and Strand, Ivar E., Jr. — 
The Effect of Common Sources of Regression 
Error on Benefit Estimates 
Two potential sources of error in regression 
analysis are examined to understand their effect 
on benefit estimates. The alternative interpre- 
tations of the error as inaccurate measurement 
of the dependent variable or omission of rele- 
vant variables suggest different methods for cal- 
culating consumer surplus estimates from esti- 
mated equations. Both methods have been used 
in the literature, yet they yield different con- 
sumer surplus estimates. An expression reflect- 
ing this difference is developed for a given sam- 
ple. Additionally, the expected value of die 
difference is derived for the case hi which the 
sample has yet to be drawn. The omitted vari- 
ables interpretation is shown to toad to larger 
benefit estimates than the measurement error 
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interpretation. Land Earn., Feb. 1967, 63(1), 
pp. 11-20. University of Maryland. 

CUfiord, Norman and Crawford, Vincent P. — 
Short-term Contracting and Strategic Oil Re- 
serves 

The effect of short-term contracting on re- 
source extraction is studied in a two-country 
model of international trade in oil. Countries' 
planners are fully rational, with perfect informa- 
tion and perfect foresight. Contracts are per- 
fectly enforceable and complete, except that 
short-term contracts do not allow commitments 
to actions taken beyond the contract period. 
The authors show that short-term contracting 
limits countries’ opportunities for intertemporal 
consumption smoothing, reducing their collec- 
tive tolerance for temporal variation in con- 
sumption. This tends to make them extract 
more slowly than in the efficient plan that re- 
sults from long-term contracting. Rev. Econ. 
Stud., Apr. 1987, 54(2), pp. 311-23. University 
of Kansas; University of California, San Diego 
and Princeton University. 

Cory, Dennis C. and Saiiha, Bonnie Colby — 
Requiem for Option Value 
Option value, the difference between option 
price and expected surplus, has been investi- 
gated by a variety of authors concerned with 
benefit estimation under conditions of demand 
uncertainty. A critical review of recent theoreti- 
cal developments is presented in which it is 
argued that option value is only of peripheral 
concern in the economics of natural environ- 
ments. Instead, theoretical and empirical work 
should focus on the difference between the ex- 
pected value of fair-bet, contingent-claims pay- 
ments and the empirically tractable expected 
surplus measure of site benefits. Land Econ., 
Feb. 1987, 63(1), pp. 1-10. University of Ari- 
zona. 

Romero, Carlos and Rehman, Tahir — Natural 
Resource Management and the Use of Multi- 
ple Criteria Decision-making Techniques: A 
Review 

This paper attempts to improve the aware- 
ness in the agricultural economics profession 
of the potential role that multiple criteria deci- 
sion-making (MCDM) techniques can play in 
analyzing problems involving several objec- 


tives. Important applications of the MCDh 
techniques to planning and management prob- 
lems in fisheries, forestry, water, and land re- 
sources are reviewed, and some 150 applica- 
tions are brought together to provide a unified 
source of reference. Europ. Rev. Agr. Econ., 
1987, 14(1), pp. 61-89. University of Cordoba, 
Spain; University of Reading, United Kingdom. 

Schefter, John E. — Increasing Block Rate Tar- 
iffs as Faulty Transmitters of Marginal Will- 
ingness to Pay 

Increasing block-rate tariffs transmit inaccu- 
rate signals of the marginal willingness to pay 
(MWTP) of consumers whose MWTP falls be- 
tween the prices in adjoining rate blocks at the 
level of consumption associated with the inter- 
block Ixiundary. Thus, the estimated parame- 
ters of demand functions for goods sold under 
such tariffs are, in general, biased. Simulation 
results suggest that failure to obtain hypothe- 
sized results under a Taylor-Nordin demand 
specification can, in part, lie attributed to errors 
in the measurement of the MWTP of those con- 
sumers in the interblock price gap. Land Econ. , 
Feb. 1987, 63(1), pp. 21-33. U.S. Geological 
Survey, Reston, Virginia. 

722 Conservation and Pollution 

Ashworth, John; Papps, Ivy and Storey, Da- 
vid — Assessing the Impact upon the British 
Chlor-Alkali Industry of the EEC Directive 
on Discharges of Mercury into Waterways 
In 1982 after protracted negotiations, the Eu- 
ropean Council of Ministers agreed on a Direc- 
tive controlling aquatic discharges of mercury 
from the European chlor-alkali industry. By a 
substantial reduction in discharges, the U.K. 
industry can now comply with its terms, and 
this compliance has been hailed as a triumph 
for the Directive. This paper uses data provided 
by the U.K. industry and the authors’ earlier 
estimation of the pollution discharge function 
to examine the extent to which this view ir 
correct. It is found that, at most, 20 percent 
of the reduction in discharges may reasonably 
be attributed to the Directive. Land Econ., 
Feb. 1987, 63(1), pp. 72-78. University of Dur- 
ham, United Kingdom; University of Durham, 
United Kingdom; University of Newcastle- 
upon-Tyne. 



jam, S. E. and Tictanberg, T. M. — Eco- 
otnic Implication* of Emissions Trading 
lules for Local and Regional Pollutants 
n 1975 the United States Environmental 
tection Agency initiated an historic process 
egulatory reform, now known as the Emis- 
i$ Trading Program, For nonuniformly- 
;ed pollutants, such as sulfur dioxides, air 
ility is a function not only of the level of 
issions, but their location and stack heights 
veil. The focus of this paper is how to protect 
d air quality and limit long-range pollutant 
tosition caused by emission trades, while al- 
ing as much cost-reducing trading activity 
possible. The authors examine the implica- 
is of two trading rules in two different 
iheds using programming simulation models. 
»y find that the use of either trading rule 
resents a substantial improvement over rely- 
exclusively on the current allocation of con- 
1 responsibility. Can. J. Econ . , May 1987, 
2), pp. 370-86. University of Georgia; Colby 
liege- 

Energy 

and, Sudhir and N ale buff, Barry — Issues in 
he Application of Cost-Benefit Analysis to 
energy Projects in Developing Countries 
liis paper develops a theoretical framework 
evaluate the benefits and costs of energy 
ijects in oil-importing developing countries. 
Is is used to address various questions; How 
mid the problems of energy dependency and 
nerability be reflected in a project appraisal? 
> there externalities not captured in the mar- 
price of the resource? Should royalty values 
included in cost-benefit calculations? Why 
the real prices of exhaustible resources rise 
sr time? Should several energy-development 
ijects be done simultaneously? What are the 
5 costs of stockpiling oil? Is there a need 
coordinating information gathering and proj- 

divereification across countries? Oxford 
m. Pap., Mar. 1987, 39(1), pp. 190-222. St. 
therine s College, Oxford; Princeton Univer- 
t. 

ce U ki , Elizabeth— Energy and Rural Wom- 
m’s Work: Crisis, Response and Policy Alter- 
atives 

n many developing countries, rural women 
i shouldering the mgjor burden of environ- 


mental degradation and economic distress, in- 
cluding energy shortages. Fuel for cooking and 
heating, wild foods, fodder, and biomass raw 
materials for small industry are becoming in- 
creasingly scarce, with serious repercussions on 
family nutrition, health, and income. Neither 
energy policies nor rural-development policies 
have so far come to grips with the links between 
rural women’s work, energy, and the environ- 
ment. Yet energy could potentially be an effec- 
tive starting point for addressing women’s prior- 
ity food and income needs. If rural- 
development and energy policy goals are com- 
bined in a participatory approach to working 
with rural women, both objectives can be better 
met. Int. Lab. Rev., Jan. -Feb. 1987, 126(1), 
pp. 41-64. International Labour Office, Ge- 
neva. 

Koves, Andris — Some Questions of Energy 
Policy in East European Countries; Energy 
Supply and Foreign Economic Policy 
The smaller European socialist countries 
have failed to adjust their economic policy pri- 
orities and their energy policy to the radical 
changes in the international environment. In- 
stead of reducing per unit energy consumption, 
they tried to maximize primary energy and raw 
material imports. These efforts were related to 
the possibilities and interests of the U.S.S.R. 
as exporter, and to the concept of CMEA coop- 
eration, which considers its basic task to satisfy 
the mostly physically determined demands of 
member countries from inhra-CMEA sources 
to the greatest possible extent. Acta Oecon., 
1985, 35(3-4), pp. 345-57. Institute for Eco- 
nomic and Market Research, Budapest. 

Vlacbou, Andriana and Field, Barry C. — Re- 
gional Energy Substitution: Results from a 
Dynamic Input Demand Model 
A dynamic input-demand model is used to 
study regional differences in substitution and 
speed -of-adjustment patterns at the two-digit 
manufacturing level. Results do not indicate 
strong differences among regions in terms of 
input-demand elasticities. There is weak evi- 
dence for slower adjustment speeds in the 
Northeast than in other regions. Energy and 
labor appear to have a different substitutability 
pattern in the Southeast than in other regions. 
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There are some clear sectoral differences that 
persist across regions. Southern Econ. Apr. 
1987, 53(4), pp. 952-66. Athens School of Eco- 
nomics and Business, Greece; University of 
Massachusetts. 


800 Manpower; Labor; Population 

810 Mmkwei Training and Allocation; 

Labor Force and Supply 

811 Manpower Training and Development 

Barnow, Burt S. — The Impact of CETA Pro- 
grams on Earnings: A Review of the Litera- 
ture 

This paper reviews and assesses evaluations 
of the Comprehensive Employment and Train- 
ing Act programs. Most studies have found: that 
the programs raised earnings by $200.00 to 
$600.00 annually; that they were more effective 
for women than men; and that public service 
employment and on-the-job training were more 
effective than classroom training and work expe- 
rience. However, the studies differ significantly 
in many specific impact findings. The nonexper- 
i mental nature of the data required making spe- 
cific assumptions about how individuals were 
selected to receive training. Because of these 
and other data limitations, it was impossible 
to determine which studies modeled the pro- 
cess correctly. J. Human Res., Spring 1987, 
22(2), pp. 157-93. ICF Incorporated. 

Fraker, Thomas and Maynard, Rebecca — The 
Adequacy of Comparison Group Designs for 
Evaluations of Employment-Related Pro- 
grams 

This study investigates empirically the 
strengths and limitations of experimental versus 
nonexperimental designs for evaluating em- 
ployment and training programs. It compares 
results from an experimental-design study — the 
National Supported Work Demonstration — 
with estimated impacts of Supported Work, 
based on comparison groups constructed from 
the Current Population Surveys. It finds that 
researchers cannot rely on nonexperimental de- 
signs to estimate the effectiveness of employ- 
ment progr am s. Impact estimates tend to be 
sensitive to the comparison-group construction 
methodology and to the analytic model used. 


Currently, no way exists a priori to ensure the 
validity of comparison-group studies as indica- 
tors of program impacts. /. Human Res. , Spring 
1987, 22(2), pp. 194-227. Mathematics Policy 
Research Incorporated, Princeton, New jersey. 

Jimenez, Emmanuel and Kugfer, Bernardo — 
The Earnings Impact of Training Duration 
in a Developing Country: An Ordered Probit 
Selection Model of Colombia's Servicio Noc- 
turnal de Aprendizaje (SENA) 

This study estimates the earnings impact of 
one of the most extensive in-service training 
programs in the developing world, Colombia’s 
SENA, through a comparison of nongraduates’ 
and graduates’ earnings profiles. The possible 
influence of selection is corrected through the 
use of an ordered probit model to determine 
participation in short and long courses. The cor- 
rection causes a significant decline in SENA’s 
earnings effect. The results are robust with re- 
spect to alternative specifications of the selec- 
tion model. J. Human Res., Spring 1987, 22(2), 
pp. 228-47. World Bank, Washington, D.C. 

813 Labor Force 

Anker, Richard; Khan, M. E. and Cupta, 

R. B. — Biases in Measuring the Labour 
Force. Results of a Methods Test Survey in 
Uttar Pradesh, India 

To obtain statistically valid information on the 
female labor force, which is often underre- 
ported by current data collection techniques, 
a methods survey of 1,621 households was car- 
ried out in India using roughly the same num- 
ber of male and female interviewers, respon- 
dents answering for themselves and 
respondents answering for another, two types 
of questionnaires, and four labor force defini- 
tions. It was found that the sex of the interview- 
ers and the respondents was not a major source 
of bias, but that the questionnaire design was 
very important. General questions of the sort 
that are used in censuses produced especially 
poor results. The broader the labor-force defini- 
tion used, the more specific questions needed 
to be asked in order to obtain accurate informa- 
tion. Int. Lab . Rev., Mar.-Apr. 1967, 226(2), 
pp. 151-67. International Labour Office, Ge- 
neva; Operations Research Croup, Baroda, In- 
dia; Operations Research Croup, Baroda, India. 



IppoHto, Richard A. — Why Federal Workers 
Don’t Quit 

Quit rates in the federal government are ab- 
normally low. Some economists, and the federal 
government itself, have taken this to mean that 
federal wages are too high. This paper provides 
an alternative explanation. It shows that the 
timing of compensation across a career, as well 
as its level, affects quit rates. Pensions impose 
large penalties on workers who quit early. The 
portion of federal pay in the form of pensions 
is very high. This feature of the federal-pay 
structure may explain its abnormally low quit 
rate. As a general proposition, quit rates are 
poor indices for judging pay adequacy. J. Hu- 
man Res., Spring 1987, 22(2), pp. 281-99. Pen- 
sion Benefit Guaranty Corporation, Washing- 
ton, D.C. 

820 Lamm Markets; Public Policy 
821 Labor Economics 

Alogotkoufis, George S. — Aggregate Employ- 
ment and Intertemporal Substitution in the 

UK 

In this paper the author sets up, estimates, 
and tests an explicit model of aggregate labor 
supply based on the intertemporal substitution 
hypothesis. The model is derived as the optimal 
decision rule of an infinitely-living household 
maximizing an intertemporal CES utility func- 
tion over consumption and leisure. The evi- 
dence suggests that for aggregate employee 
hours the model is rejected, but that for the 
total number of employees in employment the 
estimates are broadly consistent with the the- 
ory. The assumed constant elasticity of substitu- 
tion is estimated at around 0.2, and this esti- 
mate implies a short-run real wage and real 
interest rate elasticity of labor supply of the 
same order. Econ. /., June 1987, 97(386), pp. 
403-15. Birkbeck College, London. 

Black, Dan A.— The Social Security System, 
the Provision of Human Capital, mid the 
Structure of Compensation 
In this paper the author examines the effect 
of the current social security system on the 
structure of compensation that a wealth-maxi- 
mizing worker selects. It is shown that the cur- 
rent method of benefit determination encour- 
ages an upward-sloping wage profile and that 


the social security system alters the mix of wage 
and pension payments. In addition, the intra- 
generationa) transfers of the social security sys- 
tem alter the level of investment in human capi- 
tal. As a result, the social security system 
reduces the disparity of income within the econ- 
omy. J. Lab. Econ., Apr. 1987, 5(2), pp. 242- 
54. University of Kentucky. 

Browning, Martin — Co-operatives, Closures, 
or Wage Cuts: The Choices Facing Workers 
in an Ailing Firm 

Workers faced with the prospect of the clo- 
sure of their workplace have a limited range 
of alternatives. They can accept the closure, 
they can accept wage cuts, or they can take 
over the firm and form a cooperative. The au- 
thor finds that if wages are determined in each 
period in a spot market, then there are circum- 
stances in which workers prefer the Utter op- 
tion. In particular, he finds that workers in an 
ailing firm may well prefer the cooperative op- 
tion to closure of their workplace. Can. /. 
Econ.. Feb. 1987, 20(1), pp. 114-22. McMaster 
University, Canada. 

Carruth, Alan A. and Oswald, Andrew J, — 
On Union Preferences and Labour Market 
Models: insiders and Outsiders 
This paper constructs a model of trade-union 
behavior in which there is a distinction between 
"insiders" and "outsiders. ” This is used to exam- 
ine one of the most troublesome issues in mac- 
roeconomic theory, namely, the extent to which 
a rise in aggregate demand might generate wage 
increases rather than growth in employment. 
A generalization of the most widely used union 
utility function is presented. The analysis re- 
veals the conditions under which insiders will 
agree to let outsiders into employment, derives 
two-step wage preferences, and proves a new 
result on wage rigidity. Econ. J., June 1987, 
97(386). pp. 431-45. University of Kent; Lon- 
don School of Economics. 

Heckman, James and Scbefakmaa, Joe© — The 
Importance of Bundling in a Gorman- Lancas- 
ter Model of Earnings 

This paper considers a multisector Gorman- 
Lancaster linear characteristics model of earn- 
ings in which workers cannot unbundle their 
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skills. Conditions are presented under which 
characteristics are uniformly priced across sec- 
tors. Empirical evidence is presented for the 
U.S. labor market that rejects the hypothesis 
of uniform pricing of characteristics. Rev. Econ. 
Stud., Apr. 1987, 54(2), pp. 243-55. University 
of Chicago. 

Jovanovic, Boyan — Work, Rest, and Search: 
Unemployment, Turnover, and the Cycle 
This paper presents a model that generates 
procyclical search, procyclical labor productiv- 
ity, and countercyclical unemployment broadly 
consistent with the actual behavior of these time 
series. Concretely, the model introduces an ag- 
gregate shock into the sectoral demand-shift 
model of the type analyzed by Robert Lucas 
and Edward Prescott. If aggregate shocks oper- 
ate multiplicatively and are autocorrelated, the 
payoff to unemployed search can be procyclical 
to an extent large enough to offset the pro- 
ductive losses associated with search that also 
are procyclical. J. Lab. Econ. . Apr. 1987, 5(2), 
pp. 131—48. New York University. 

Kiefer, Nicholas M. — A Proposition and an Ex- 
ample in the Theory of Job Search with Hours 
Constraints 

This paper considers wage-hours contracts 
in the context of a job-search model. The re- 
sponse of a risk-averse worker to a wage transla- 
tion of the offer distribution is examined. A ro- 
bust example illustrates that some “natural” 
results need not hold. J. Lab. Econ. , Apr. 1987, 
5(2), pp. 211-20. Cornell University. 

Menchik, Paul L. and Weisbrod, Burton A. — 
Volunteer Labor Supply 
The authors model the supply of volunteer 
labor, which received an explicit wage of zero. 
Quantitatively important, it constituted over 5 
percent of total U.S. labor supplied in 1980. 
Both consumption and investment models are 
considered — the former positing volunteering 
as an ordinary consumer good, while the latter 
posits it as a means of obtaining work experi- 
ence. Employing survey data, the authors find 
statistically significant effects of own price (net 
wage), cross price (net cost of money contribu- 
tions), and income on volunteer labor supply. 
Since they find time and money contributions 


to be net complements, reduced tax rates 
should reduce hours volunteered ceteris pari- 
bus. J. Public Econ . , Mar. 1987, 32(2), pp. 159- 
83. Michigan State University; University of 
Wisconsin, Madison. 

Newbery, David M. and Stiglitz, Joseph E. — 
Wage Rigidity, Implicit Contracts, Unem- 
ployment and Economic Efficiency 
Standard implicit contract theory can explain 
wage rigidity but not unemployment and pays 
insufficient attention to the general equilibrium 
aspects and constraints limiting the set of feasi- 
ble contracts. Implicit contracts must specify 
an enforcement mechanism, can only be condi- 
tional on observable information, and must lx* 
of limited complexity. Without these restric- 
tions contracts generate foil employment which 
is constrained inefficient. Natural restrictions 
on enforceability or complexity alone do not 
produce unemployment, though limited ob- 
servability may. With two or more restrictions 
unemployment may result. Specifically, peri- 
odic unemployment can arise if contracts are 
of limited complexity and cannot be enforced 
through third parties. Econ. J., June 1987, 
97(386), pp. 416-30. Churchill College. Cam- 
bridge; Princeton University. 

Ohashi, Isao — Cyclical Variations in Wage Dif- 
ferentials and Unemployment 
This paper attempts to reformulate in a gen- 
eral-equilibrium framework M. W. Reder’s 
model, which explains cyclical variations in 
wage differentials and their general tendencies 
to narrow. Specifically, the author focuses on 
the three aspects of his model: the microeco- 
nomic behavior of a firm under imperfect infor- 
mation alxiut labor quality; the mechanism of 
the economy creating unemployment; and the 
interaction between wage differentials and un- 
employment. Its implications for the macroeco- 
nomic issues on the characteristics of current 
unemployment and the question of why aggre- 
gate employment fluctuates are also explored. 
/. Lab. Econ., Apr. 1987, 5(2), pp. 278-300. 
Nagoya University, Japan. 

Wadhwani, Sushi! B. — The Effects of Inflation 
and Real Wages on Employment 
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This paper considers the effects of inflation 
on employment. The absence of index-linked 
l opns and the possibility that errors are commit- 
ted in times of inflation, lead to a higher proba- 
bility of bankruptcy during inflation. If firms 
care about bankruptcy, this implies a lower 
level of employment. Empirical results con- 
firming this are presented, and suggest that 
higher inflation has substantially contributed to 
the fall in employment in the United Kingdom. 
The authors also demonstrate that a negative 
real-wage elasticity is not robust to changes in 
specification. Economica, Feb. 1987, 54(213), 
pp. 21-40. London School of Economics. 

Wright, Randall and Loberg, Janine— Unem- 
ployment Insurance, Taxes, and Unemploy- 
ment 

Unemployment insurance is financed by a 
tax on wages below a given ceiling. Daniel S. 
Hamermesh (1977) advocates raising this ceiling 
on distributional grounds. In a job-search 
model, this does decrease unemployment 
among low-wage workers, but also increases un- 
employment among high-wage workers, and 
lowers everyone’s expected after-tax wage. An 
increase in the ceiling, combined with a propor- 
tionate reduction in the tax rate, decreases un- 
employment for low-wage workers while in- 
creasing their after-tax wage, without affecting 
high-wage workers at all. When unemployment 
benefits and wages are taxed at one rate, em- 
ployment and wages are independent of that 
rate. Can. ]. Econ., Feb. 1987, 20(1), pp. 36- 
54. Cornell University; Northwestern Univer- 
sity. 

822 Public Policy; Role of Government 

Kahn, Shulamit— Occupational Safety and 
Worker Preferences; Is There a Marginal 
Worker? 

Occupational safety levels in nonunion firms 
are empirically shown to reflect only the prefer- 
ences of workers with aero to three years job 
tenure. Therefore, ex post, the market is ineffi- 
cient even if workers were optimizing at the 

I Hme of hire since there are trades possible 
among workers that would make all workers 
better off. Tire workers who are ignored in the 
safety-setting process, those workers with more 
than three years job tenure, prefer less, not 


more, safety. Rev. Econ. Statist., May 1987, 
69(2), pp. 262-68. University of California, Ir- 
vine. 

Petit, Pascal — Full-employment Policies in 
Stagnation; France in the 1980's 
This paper sets out to ask what happened 
between 1981 and 1986 to the French policy 
of foil employment. The cautious path followed 
led to the combination of long-term industrial 
restructuring with comprehensive monitoring 
of the labor market. Problems arose on both 
sides. Short-term policies on the labor market 
induced structural changes in patterns of work 
and participation. The goals of industrial re- 
structuring seemed too remote from current 
problems of unemployment to get clear under- 
standing and hacking. This confirmed the idea 
that economic policies had become ineffective 
and thus reduced the scope for the further pur- 
suit of comprehensive industrial policies. Cam- 
bridge J. Econ.. Dec. 1986, 10(4), pp. 39&-406. 
CEPREMAP, Paris. 

Viscusi, W. Kip and Moore, Michael J. — 

Worker’s Compensation: Wage Effects, Ben- 
efit Inadequacies, and the Value of Health 

Losses 

Using the 1977 Quality of Employment Sur- 
vey in conjunction with BLS risk series and 
state workers’ compensation benefit formulas, 
the authors assess the labor market implications 
of workers’ compensation. Higher levels of 
workers’ compensation benefits reduce wage 
levels, and controlling for workers’ compensa- 
tion raises estimates of compensating differen- 
tials for risk. The rate of trade-off between 
wages and workers’ compensation suggests that 
tienefit levels provide suboptimal levels of in- 
come insurance, alistracting from moral hazard 
considerations. The value of nonmonetary 
kisses from job injuries (including pain and suf- 
fering and nonwork disability), is estimated to 
he $17,000 to $26,000. Rev. Econ. Statist., May 
1987, 69(2), pp. 249-61. Northwestern Univer- 
sity; Duke University. 

823 Labor Mobfltty; National and IntematiMMl 
Migration 

Falaris, Evangekw M. — A Nested Logit Migra- 
tion Model with Selectivity 
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Hie author specifies a multiple discrete- 
choice migration model with a correction for 
selectivity in wage equations, and applies a less 
restrictive technique tor modeling multiple dis- 
crete choices than in previous studies of migra- 
tion. The author estimates the model using 
Venezuelan microdata, and finds evidence of 
positive selection in some state wage equations. 
This suggests that migration decisions are made 
according to the principle of comparative ad- 
vantage. Evidence is also found of unobserved 
similarities between some states of Venezuela 
such that individuals regard them as neither 
perfectly distinct nor perfect substitutes. Int. 
Econ. Rev., June 1987, 28(2), pp. 429-43. Uni- 
versity of Delaware. 

Hughes, Gordon A. and McCormick, Barry — 
Housing Markets, Unemployment and La- 
bour Market Flexibility in the UK 
This paper examines regional migration and 
house movement for job-related reasons. The 
results indicate that public housing inhibits lo- 
cal movement for job-related reasons as well 
as migration. British migration rates are less 
that one-half of comparable American rates, 
even after adjusting for the impact of differences 
in tenure and college education patterns. There 
is little evidence that migration operates to re- 
duce interregional differences in rates of unem- 
ployment. Europ. Econ. Rev., Apr. 1987, 31(3), 
pp. 615-41. University of Edinburgh; Univer- 
sity of Southampton and Cornell University. 

de Vletter, Fion — Foreign Labour on the South 
African Cold Mines: New Insights on an Old 
Problem 

Hie South African Government has warned 
that, if sanctions are imposed, it will end the 
recruitment of workers from its neighbors, with 
disastrous consequences for their economies. 
How real is this threat? An analysis of new la- 
bor-force data from the largest South African 
mining group brings out the gold mines’ current 
heavy dependence on skilled foreign workers. 
But the mines' changing recruitment policy 
suggests that in future foreign workers will be 
increasingly phased out of the industry In favor 
of a more stable domestic labor force. Int. Lab. 
Rev., Mar.-Apr. 1987, 126(2), pp. 199-218. In- 
ternational Labour Office, Geneva. 


844 Labor Market Studies, Wages, Employment 
Bell, Donald and Marday, William — Trends 
in Retirement Eligibility and Pension Bene- 
fits, 1974-83 

Reduced age requirements for retirement 
and improved pension payments emerged as 
major changes between 1974 and 1983 in a sam- 
ple of pension plans analyzed by the Bureau 
of Labor Statistics. A group of 187 pension plans 
either folly or partially paid for by employers 
was studied. The plans were all those common 
to a 1974 BLS survey of pension plans whose 
provisions were filed with the U.S. Department 
of Labor under the terms of the Welfare and 
Pension Plan Disclosure Act of 1958, as 
amended and the 1983 Employee Benefits Sur- 
vey of medium and large firms. Mon. Lab. Rev. , 
Apr. 1987, 110(4), pp. 18-25. Bureau of Labor 
Statistics, Washington, D.C. 

Blau, David M. — A Time-series Analysis of 
Self-Employment in the United States 
In the early 1970s the proportion of the non- 
agricultural labor force self-employed in the 
United States ceased its downward trend and 
has been rising ever since. This study provides 
an analysis of the causes of this change. A gen- 
eral-equilibrium model of self-employment and 
wage employment is analyzed, and aggregate 
U.S. time-series data are used to test predic- 
tions derived from the model. The empirical 
analysis indicates that changes in technology, 
industrial structure, tax rates, and social-secu- 
rity retirement benefits have contributed to the 
reversal of the previous downward trend, which 
had persisted for over a century. J. PolU. Econ . , 
June 1987, 95(3), pp. 445-67. University oi 
North Carolina. 

Brown, Sharon P. — How Often Do Workers 
Receive Advance Notice of LayoffsP 
In September 1986, the Bureau of Labor Sta- 
tistics surveyed establishments in seven States 
which participated in the Bureau's layoff sys- 
tem — soon to be nationwide. A total of 248 es- 
tablishments responded, accounting for 271 lay- 
offs and the separation of 67,800 workers. 
49,327 of whom filed for unemployment com- 
pensation. About 2 out of 3 layoffs occurred in 
the surveyed States without workers receiving 
advance general notice. When advance general 
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notice was provided, workers were usually 
given an average 46 days notice. In slightly 
more than half of the layoffs, establishments 
provided specific notice of more than 1 day to 
employees, averaging 18 days of notice. Mon. 
Lab. Rev., June 1987, 110(6), pp. 13—17. Bu- 
reau of Labor Statistics, Washington, D.C. 

Davis, Douglas D. — Maximal Quality Selection 

and Discrimination in Employment 

Unlike a sample mean, the expected value 
of a sample maximum is directly related to the 
number of observations in the sample. Thus, 
if employers draw inferences about population 
quality from the maximal-quality black and 
white candidates interviewed in a job search, 
employers may perceive the black population 
to be inferior to the white population, even 
when racial ability distributions are identical. 
This paper uses experimental methods to exam- 
ine the effects of maximal-quality selection on 
decision makers’ population quality percep- 
tions. Experimental results suggest that maxi- 
mal-quality selection creates a misperception 
of minority inferiority, particularly when deci- 
sion makers are forced to maintain a record of 
maximal observations from minority and major- 
ity groups, and that maximal-quality selection 
perpetuates quality misperceptions even when 
the minority population is in fact of superior 
average quality. J. Econ. Behav. Organ., Mar. 
1987, 8(1), pp. 97-112. Federal Trade Commis- 
sion, Washington, D.C. 

Falus-Szikra, Katalin — Wage and Income Dis- 
parities between the First and Second Econo- 
mies in Hungary 

There is a dual wage and income level in 
Hungary: wages in the sector of large enter- 
prises are significantly lower than in the private 
sector and, generally, in the scope of small ven- 
tures. The main cause of this large income dis- 
parity is the shortage present in the whole econ- 
omy and the deriving weakness of competition. 
The disparity can and should be eliminated by 
raising the wage level in the state sector and 
by moderating excessively high Incomes in the 
second economy which are not proportionate 
to pe r fo rm ance. Acta Oecon. . 1986, 36(1-2), 
PP- 91-103. Karl Marx University of Econom- 
ics. Budapest, Hungary. 


Gordon, Robert J. — Productivity, Wages, and 
Prices inside and outside of Manufacturing 
in the U.S., Japan, and Europe 
This paper studies changes in productivity, 
wages, and prices, based on a new data set 
for the aggregate economy, the manufacturing 
sector, and the non manufacturing sector. Re- 
sults are presented for the United States, Japan, 
and a European aggregate consisting of eleven 
European economies. Differences between Eu- 
rope and the United States have been exagger- 
ated in recent work. Europe has neither greater 
nominal-wage flexibility nor more rigid real 
wages than the United States. Evidence that 
the United States exhibits more nominal rigid- 
ity is confined to manufacturing. These results 
undermine the argument that, because the Eu- 
ropean aggregate supply curve is uniquely ver- 
tical, demand expansion in Europe is inoppor- 
tune. Europ. Econ. Rev., Apr. 1987, 31(3), pp. 
685-733. Northwestern University and Na- 
tional Bureau of Economic Research. 

Horvath, Francis W. — The Pulse of Economic 
Change: Displaced Workers of 1981-85 
This article includes principal findings of a 
special supplement to the Current Population 
Survey sponsored by the Employment and 
Training Administration. The survey’s supple- 
ment, almost identical to a study conducted 
in January 1984, was designed to answer some 
of the questions about “displaced workers.” Al- 
together, a total of 10.8 million workers 20 years 
of age and over answered that they had lost a 
job because of plant closings, employers going 
out of business, or layoffs. The survey focuses 
mi those displaced workers who had spent 3 
years or more of tenure on the jobs they lost, 
some 5.1 million. Mon. Lab. Rev., June 1987, 
110(6), pp. 3-12. Bureau of Labor Statistics, 
Washington, D.C. 

Kraft, KomeUus — Exit and Voice in the Labor 
Market: An Empirical Study of Quits 
The topic of this article is the study of quit 
rates experienced by medium-sized German 
firms of the metal industry The hypothesis of 
the exit-voice tradeoff in die labor market is 
investigated by explicitly taking into account 
the decision rights of workers. It cast be shown 
that decision rights have a significant neg a tive 
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effect on quits, but no feedback relation can 
be found. Furthermore, the effects of human- 
capital investment and working conditions on 
turnover are analyzed. J. Inst. Theoretical 
Econ., Dec. 1086, 142(4), pp. 697-715. Gesam- 
thochschule Kassel, West Cermany. 

Miller, Paul W. — Gender Differences In Ob- 
served and Offered Wages in Canada, 1980 
According to the 1981 Census of Canada, the 
female rate of pay is 30 percent less than the 
mile rate. The average female wage offer, how- 
ever, is only around one-half of that received 
by males, other things being equal. Slightly 
more than one-half of the difference in observed 
wages can be explained by differences in wage- 
related characteristics lietween males and fe- 
males. Two-fifths of the disparity between wage 
offers can l>e explained by the same set of fac- 
tors. Analysis of the distribution of wage offers 
indicates greater wage inequality in the Cana- 
dian labor market than suggested by study of 
observed wages. Can. J. Econ., May 1987, 
20(2), pp. 225-44. Brunei University, Ux- 
bridge, United Kingdom and Australian Na- 
tional University, Canberra. 

Nakosteen, Robert A. and Zimmer, Michael 
A. — Marital Status and Earnings of Young 
Men: A Model with Endogenous Selection 
It is a matter of course in applied labor eco- 
nomics to presume that marital status is a pre- 
determined contributor to earnings among 
young males. The authors find no evidence to 
support that proposition. They estimate a 
model of earnings determination that permits 
endogenous selection of marital status. Esti- 
mates are based on a sample of young employed 
males from the Michigan panel Survey of In- 
come Dynamics, and indicate that marital sta- 
tus, viewed in this manner, does not signifi- 
cantly shift the mean earnings profile. 
Sensitivity tests indicate that the conclusion is 
robust with respect to a variety of alternative 
specifications. J. Human Res., Spring 1987, 
22(2), pp. 248-68. University of Massachusetts; 
University of Evansville. 

Perloff, Jeffrey M. and Sickles, Robin C. — 
Union Wage, Hours, and Earnings Differen- 
tials in the Construction Industry 


Full-information maximum likelihood is used 
to estimate union wage, hours, and earnings 
markups. Construction union wage markups are 
positive (58.2 percent at the sample means). 
Since union hours markups are negative (-4.0 
percent) for most demographic groups, union 
earnings markups (51.1 percent) are smaller 
than the wage markups. All exogenous variables 
ure allowed to interact with the endogenous 
union dummy variable, which allows us to test 
whether markups vary across demographic 
groups, whether increased local unionization 
has a positive spillover effect in the nonunion 
sector, and whether increased local unemploy- 
ment equally affects wages and hours in the 
two sectors. J. Ixth. Econ., Apr. 1987, 5(2), 
pp. 174-210. University of California, Berkeley; 
Rice University. 

Polachek, Solomon W. and Yoon, Bong Joon — 
A Two-Tiered Earnings Frontier Estimation 
of Employer and Employee Information in 
the Labor Market 

This paper develops a “two-tiered frontier” 
estimation procedure to decompose the re- 
sidual of an earnings function into three compo- 
nents. The first component can Ire interpreted 
as Ireing purely random. Search theory is used 
to show that the other two components repre- 
sent employee and employer ignorance of offer 
and reservation wages respectively. Relative 
employee and employer ignorance estimates 
are presented for various population strata. 
Rev. Econ. Statist., May 1987, 69(2), pp. 296- 
302. State University of New York at Bingham- 
ton. 

Riechel, Klaus- Walter — Labor Market Dis- 
equilibrium and the Scope for Work-Sharing: 
A Case Study of the Netherlands 
This paper assesses the preconditions and 
scope for work sharing — an arrangement com- 
bining higher employment with shorter work- 
ing hours-— by examining disequilibrium in the 
Dutch labor market. Although workers’ labor- 
supply functions, wage restraint, and official la- 
bor-market policies seem to favor work sharing, 
employers' preferences seem to counter the ar- 
rangement. To examine firms’ employment 
preferences and their causes, the paper devel' 
ops a small model to estimate the effect on labor 
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demand of the desired split of labor inputs be- 
tween employment and working hours. Results 
suggest strong impediments to work sharing in 
die Netherlands. Int. Monet. Fund Staff Pap . , 
Sept. 1986, 33(3), pp. 509—40. International 
Monetary Fund, Washington, D.C. 

Tachibanald, Toshiaki — Labour Market Flexi- 
bility in Japan in Comparison with Europe 
and the U.S. 

This paper examines aspects of labor market 
flexibility in Japan, Europe and the United 
States, emphasizing Japan. It investigates the 
importance of labor supply, mobility, adjust- 
ment costs, the flexibility of wages, and the 
seriousness of unemployment. Various reasons 
are given why the rate of unemployment in 
Japan is a poor indicator of labor-market condi- 
tions. While Japan has flexibility in some areas, 
rigidity is also observed in other areas. It is 
concluded that flexibility does not contribute 
to an improved performance of the Japanese 
labor market, and that achieving flexibility has 
significant costs. Labor-market flexibility 
should not be introduced in other countries 
prior to a careful examination of the costs and 
benefits. Europ. Econ. Rev.. Apr. 1987, 3/(3), 
pp. 647-78. Kyoto University, Japan. 

Yamada, Tadashi and Yamada, Tetsuji — Part- 
time Work of Married Women in Urban Ja- 
pan 

There has been a great increase in the part- 
time employment of married women in Japan 
in recent years. The authors apply a logit model 
of the part-time labor force participation of mar- 
ried women to the 1980 Population Census data 
of Japan. The wage elasticity of the part-time 
labor force participation of married women is 
significantly positive and larger than the elastic- 
ity of their full-time counterparts. An increase 
in the husband's income discourages the incen- 
tive for married women to work part time, while 
the married women working part time are ex- 
tremely vulnerable to the business cycle. 

Rev. Econ. Bus., Spring 1987, 27(1), 
PP- 41-50. National Bureau of Economic Re- 
search, and Graduate School and University 
Center of City University of New York; Gradu- 
ate School and University Center of City Uni- 
v er*ity of New York. 


SS6 Labor Marketei Demogr a phic Characteristics 
Even, William E. — Career Interruptions Fol- 
lowing Childbirth 

The aggregate probability of ending a career 
interruption that begins at childbirth is shown 
to diminish rapidly with the length of the inter- 
ruption. The empirical models estimated sug- 
gest that the decline can be explained by a com- 
bination of structural duration dependence, 
unobserved heterogeneity, and differences in 
observed characteristics. The probability of re- 
turning to employment for a group of women 
with identical observed characteristics is found 
to have an L-shaped distribution for the major- 
ity of the sample, suggesting that many women 
have a very low prol>ability of returning. J. Lab. 
Econ.. Apr. 1987, 5(2). pp. 255-77. Miami 
University, Oxford, Ohio. 

830 Tbade Unions; Collective Babcaininc; 

I-abob-Manacement Relations 

831 Trade Unions 

Beladi, Hamid and Brunner, Lawrence P. — 
Trade Unions and Money Wage Changes in 
U.S. Manufacturing Industries: Further Em- 
pirical Evidence 

This paper performs Granger causality tests 
on quarterly union-scale wage changes and av- 
erage hourly earnings in U.S. manufacturing 
from 1958 to 1978. It is shown that average 
hourly earnings have feedback effects on union- 
scale wages and vice versa. Average hourly 
earnings changes cause union-scale wage 
changes and vice versa. A unidirectional view 
of causation (from union-scale wages to earn- 
ings), therefore, is flawed. Policy makers are 
nut justified in focusing only on major union 
contracts when implementing income policies. 
Also, analysis of industry hourly earnings 
should use structural wage equations that could 
capture the interactions between simulta- 
neously determined variables such as hourly 
earnings and union-scale wages. Quart. J. Bus. 
Econ., Summer 1987, 26(3), pp. 79-86. Central 
Michigan University. 

Faith, Roger L. and Reid, Joseph D., Jr.— 
An Agency Theory of Unionism 
An agency theory of unionism is developed 
to explain the diversity of union M W wplli 
ments by the diversity of principal* th e drier* 
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*ity of costs of providing union benefits, and 
the potential for agent malfeasance. The theory 
produces a number of testable hypotheses, in- 
cluding: larger plants will unionize before 
smaller plants; the scope of union representa- 
tion will grow as members go from untrained 
to specifically trained to generally trained; em- 
ployers will pay for union representation of un- 
skilled employees, but not for others; and the 
slope of earnings with respect to seniority will 
be flatter in union firms than in nonunion firms. 
J. Econ. Behav. Organ., Mar. 1987, 8(1), pp. 
39-60. Arizona State University; Ceorge Mason 
University. 

832 Collective Bargaining 

Lacombe, John and Bo rum, Joan — Major La- 
bor Contracts in 1986 Provided Record Low 

Wage Adjustments 

In 1986, major collective-bargaining settle- 
ments in private industry provided record-low 
wage and compensation adjustments, reflecting 
both employers' and unions’ efforts to curb la- 
bor costs. Their task was made easier by contin- 
ued moderate upward pressures on wages from 
comparatively small increases in consumer 
prices. According to the Bureau of Labor Statis- 
tics’ nineteen-year-old series on private indus- 
try agreements covering 1,000 workers or 
more, wage adjustments — the net effect of deci- 
sions to increase, decrease, or not change 
wages — under settlements reached during 1986 
averaged 1.2 percent in the .first contract year 
and 1.8 percent annually over the contract 
term. Mon. Lab. Rev., May 4987, 110(5), pp. 
10-16. Bureau of Labor Statistics, Washington, 
DC. 

Schnell, John F. and CranHn, Cynthia L. — 

Learning by Striking: Estimates of the Teeto- 
taler Effect 

The authors hypothesize that past strike ex- 
perience will have a negative or "teetotaler” 
effect on a collective bargaining unit’s propen- 
sity to strike in future negotiations, other things 
being equal. They test this using a unique mi- 
cro-level sample comprising four consecutive 
negotiations by 147 bargaining units in U.S. 
manufacturing industries, controlling for ob- 
servable and unobservable differences among 
bargaining pairs in the propensity to strike, The 


results are consistent with the view 
experience of striking is, indeed, 
lagged strike experience variables hav 
cantiy negative effect on the propensit 
in the current negotiation. J. Lab. E 
1987, 5(2), pp. 221-41. Syracuse L 
Cornell University. 

Tracy, Joseph S. — An Empirical T 
Asymmetric Information Model of 
Recent developments in the theory 
gic bargaining demonstrate how info 
asymmetries can lead to prolonged i 
bargaining. These models can be appli 
tract negotiations, yielding an econon 
of strikes. To date, few empirical test 
models have been carried out. In tl 
a set of predictions concerning the 
and unconditional duration of strikes 
from a simple bargaining model in ' 
union is uncertain about the firm’s foti 
ability. These predictions are then te 
micro data set of major U.S. contrac 
tions that took place from 1973-77 
Econ. Apr. 1987, 5(2), pp. 149-73 Yal 
sity. 

850 Human Capital; Value of Hus 
851 Human Capital; Value of Human 
Armitage, Jane and Sabot, Richard — 
nomic Background and the Re 
Schooling in Two Low-income Eco 
In the United Kingdom, the inc 
income yielded by an additional year 
ing declines as the occupational stat 
worker’s father rises. In this note the 
ship between family background an* 
turns to schooling is measured in K 
Tanzania. In contrast to the United 
a positive relationship is documentor 
explanations for this marked different* 
a high-income economy and two Ur 
economies are suggested. Econonu 
1987, 54(213), pp. 103-08. World Bar 
ington, D.C. and Williams Collefi 
Bank, Washington, D.C. 

Fetter, M.; Click, H. and Desai, A,- 
Sponsored Education Viable? 

This paper challenges the common! 
man -capital assumption that profit-m 
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firms cannot invest in their employees’ general 
training. The authors argue that general train- 
jng is provided to equilibrate a hostage-type 
relationship that exists when firms and workers 
share investments in specific training, and that 
the firm's investment in general training is not 
necessarily subject to poaching hazards. The 
authors then test the viability hypothesis empir- 
ically, using data from a longitudinal survey of 
natural and social scientists and engineers. Our 
results suggest that: (1) firm investments in gen- 
eral training programs are not necessarily paid 
for by foregone earnings; and (2) turnover rates 
do not rise as a function of firm-sponsored gen- 
eral training. These results are discussed in 
terms of the current policy debate over corpo- 
rate education expenditures. /. Econ. Behav. 
Organ. Mar. 1987, 8(1). PP- 121-44. Drexel 
University; University of Pennsylvania; Ohio 
State University. 

Johnson, William R. — Income Redistribution 
as Human Capital Insurance 
This paper considers whether extant empiri- 
cal evidence is consistent with the view of in- 
come redistribution as human capital insurance. 
If parents can invest in their children with 
schooling and bequests, but the returns to 
schooling are risky because diversification is 
limited, then risk-averse parents may choose 
redistribution. Under certain conditions, the 
desired amount of income redistribution rises 
with the return to human capital. Cross-country 
comparisons show a positive relation between 
industrial activity and income redistribution. 
This is consistent with the theory if the return 
to human capital investment is raised by indus- 
trialization. Other interpretations may explain 
this finding. ]■ Human Res., Spring 1987, 22(2). 
pp. 269-80. University of Virginia. 

900 Welfare Programs; Consumer 
Economics; Urban and Regional 
Economics 

•10 Welt ams. Heal™, and Education 
G4cs, Endre— Hungary's Social Expenditures 

in International Comparison 

The relative level of social expenditure in 
Hungary is not high as compared either to the 
overage or to the countries standing close to 


her geographically or in development level. 
The level and share of health expenditures is 
strikingly low in the country. The real increase 
of expenditures in Hungary was somewhat 
above the average of the developed countries 
during the 1960s and 1970s while the increase 
of the old-age pension fond was extremely fast. 
The factors of increase in individual periods are 
similar to those of the majority of the OECD 
countries. Acta Oecon., 1986, 36(1-2), pp. 141- 
54. National Planning Office, Budapest, Hun- 
gary. 

811 General Welfare Program* 

O’Neill, June A.; Bassi, Laurie J. and Wolf, 
Douglas A. — The Duration of Welfare Spells 
Probability distributions tor the duration of 
welfare spells are estimated. The principle 
guiding the work is that a recipient will not 
exit from welfare if the expected utility on wel- 
fare exceeds the expected utility off welfare. 
The analysis indicates that while the majority 
of welfare spells are of short duration, a nontri- 
vial minority of spells are quite long. Those 
recipients with long spells are found to differ 
in predictable ways from those experiencing 
brief spells. This suggests that strategies to 
move women off welfare are unnecessary in 
many cases, and should be targeted on those 
most likely to be long-term recipients. Rev. 
Econ. Statist., May 1987, 69(2), pp. 241—48. 

U S. Commission on Civil Rights, Washington, 
D.C.; Georgetown University; International In- 
stitute for Applied Studies, Vienna. 

Ranney, Christine K. and Kushman, John E. 

Cash Equivalence, Welfare Stigma, and Food 

Stamps 

This study explores the cash equivalence of 
food stamps and program-participation-related 
welfare stigma. The authors clarify important 
distinctions l>e tween cash equivalence in utility 
and in food demand within the context of the 
program, and lie tween the program and an al- 
ternative cash transfer program. The analysis 
of program participation suggests that stamps 
are: nearly cash equivalent in die market goods 
component of utility; not cash equivalent in the 
nonmarket components due to welfare stigma; 
and not cash equivalent te food d em a n d. 
Stamps increase expenditure* an faad more 
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than cash by a factor of six to one. Southern 
Econ.]., Apr. 1987, 53(4), pp. 1011-27. Cornell 
University; University of California, Davis. 

912 Economics of Education 

Arcelus, F. J. and Levine, A. L. — Merit Goods 
and Public Choice; The Case of Higher Edu- 
cation 

Ibis paper examines the supply and demand 
behavior of taxpayers as "suppliers’* and stu- 
dents as “beneficiaries” of the higher-education 
process. The authors treat higher education as 
a merit good, and present an argument in favor 
of an assumption of nonreciprocal interdepen- 
dence between the taxpayers and the beneficia- 
ries. They conclude that there is no evidence 
to support the proposition that subsidies-in- 
idnd, in the form of attendance at and only at 
a state institution, have had a re tarda tive effect 
on the aggregate production/consumption of 
higher education. Public Finance, Dec. 1986, 
41(3), pp. 303-15. University of New Bruns- 
wick. 

Throsby, C. D.— Cost Functions for Australian 
Universities 

This paper reports some new cost functions 
for the Australian university sector, estimated 
using pooled data at the interinstitution level 
and cross-section data at the foterfeculty level. 
The results shed some light on scale relation- 
ships between and within universities in Aus- 
tralia, and enable some quantification of the 
cost differences between the arts, natural sci- 
ence, and professional-scientific subject areas. 
After allowance is made for resources devoted 
to research, teaching-only recurrent costs are 
derived which form a basis for a broad evalua- 
tion of alternative tuition-fee proposals for Aus- 
tralian universities at the present time. Austra- 
lian Econ. Pap., Dec. 1986, 25(47), pp. 175- 
92. Macquarie University, Australia. 

913 Economics of Health (including medical 
subsidy programs) 

Berger, Mark C., et al. — Valuing Changes in 
Health Risk: A Comparison of Alternative 
Measures 

Willingness-to-pay measures for human 
health risk reduction are compared with alter- 


native measures using a model which incorpo- 
rates uncertainty, endogenous health, mortal- 
ity, and morbidity. It is shown that expected 
private costs of illness and preventive expendi- 
tures are not special cases of willingness to pay. 
However, for pure morbidity, under plausible 
conditions these alternative measures are lower 
bounds on willingness to pay. Results from a 
contingent valuation survey for the avoidance 
of seven lifdit symptoms show that determinis- 
tic consumer surplus exceeds actual private 
costs of illness and imply that willingness to 
pay is greater than expected private costs of 
illness. Coauthors are Glenn C. Blomquist, 
Don Kenkel, and George S. Tolley. Southern 
Econ. Apr. 1987, 53(4), pp. 967-84, Univer- 
sity of Kentucky. 

Coyte, Peter C. — Alternative Methods of 
Reimbursing Hospitals, and the Impact of 
Certificate-of-Need and Rate Regulation for 
the Hospital Sector 

This paper employs the technique of equaliz- 
ing differences to provide a conceptual frame- 
work which is directly amenable to an analysis 
of an array of hospital regulatory programs. In 
this analysis, state certificate-of-need laws and 
the program of rate regulation are shown to 
affect not only the equilibrium bundle of ser- 
vices but also various accounting measures of 
hospital costs and the demand for factor inputs. 
The main conclusion of this study is that both 
the method of prospective reimbursement for 
hospitals and the existing regulatory environ- 
ment jointly determine the endogenous vari- 
ables. Southern Econ. J . . Apr. 1987, 53(4). pp. 
858-73. University of Alberta. 

Cromwell, Jerry and Mitchell, Janet B. — Phy- 
sician-Induced Demand for Surgery 
This paper provides several tests iff neoclassi- 
cal and inducement theories of surgical de* 
mand. A simultaneous equation model is used 
to estimate physician demand and equilibrium 
fees for surgery from a sample of 350 Primary 
Sampling Units over the 1969-76 period. The 
results support the notion of competitive mar- 
ket failure — particularly in large metropolitan 
areas. Other things equal, fees and utilization 
ore higher in surgeon-rich areas although the 
estimated shift elasticities were only about one- 
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third of those found by Victor R. Fuchs (1978). 

A statistically significant, albeit small, price 
elasticity of demand for surgery was also ob- 
tained, in contrast to Fuchs. J. Health Earn., 
Dec. 1986, 5(4), pp. 293-313. Center for Health 
Economics Research, Needham, Massachu- 
setts. 

Farley, Pamela J. — Theories of the Price and 
Quantity of Physician Services: A Synthesis 
and Critique 

The difficulty in applying the neoclassical 
model of supply and demand to physician ser- 
vices is the rationing of resources directly by 
physicians, eliminating the allocative function 
of prices. Welfare consequences are appropri- 
ately judged in terms of efficiency and equity, 
not departures from the structural relationships 
implied by supply and demand. As interpreted 
here, both competitive theories and target-in- 
come theories imply that physicians consider 
both their own welfare and their parents' wel- 
fare in their pricing and prescribing decisions. 
The distribution between patients and physi- 
cians of the resulting social gains is determined 
by professional ethics within bounds imposed 
by competitive forces. J. Health Econ.. Dec. 
1986, 5(4), pp. 315-33. National Center for 
Health Services Research, Rockville, Mary- 
land. 

Register, Charles A. and Rruning, Edward 
R, — Profit Incentives and Technical Effi- 
ciency in the Production of Hospital Care 
Based on a combination of linear program- 
ming and regression techniques, it was deter- 
mined that significant technical efficiency differ- 
ences did not exist between for-profit and 
nonprofit hospitals in a nationwide sample of 
457 hospitals. The sample included 300 non- 
profit, 121 for-profit, and 36govemment hospitals 
during 1983. The method employed was to de- 
termine an efficiency index for each hospital 
using linear programming and then to use this 
index as a dependent variable in a regres- 
sion designed to explain existing differences 
in efficiency. Given sample matching, the 
result should not be extended to the popula- 
tion without care. Southern Econ. J., Apr. 
1967, 53(4), pp. 899-914. Kent State Univer- 
stty. 


914 Economics of Poverty 
Kan bur, S. M. Ravi — Measurement and Allevi- 
ation of Poverty: With an Application to the 
Effects of Macroeconomic Adjustment 
This paper reviews the measurement of pov- 
erty, analyzes alternative strategies for poverty 
alleviation, and suggests a methodology for 
evaluating the impact of macroeconomic adjust- 
ment on poverty. The paper begins with the 
conceptual basis of alternative poverty lines and 
indices, then introduces "crossover time,” the 
time taken for an average poor person to cross 
the poverty line if his income grew at the na- 
tional per capita income growth rate. The paper 
discusses tageting public expenditure on the 
poor, analyzes macroeconomic adjustment and 
poverty, and derives rules for when expendi- 
ture reduction or expenditure switching will 
increase or decrease poverty. Int. Monet. Fund 
Staff Pap., Mar. 1987, 34(1), pp. 60-85. Univer- 
sity of Warwick and Princeton University. 

915 Social Security 

Feldstein, Martin S. — Should Social Security 
Benefits Be Means Tested? 

Social-security retirement lienefits distort the 
saving decisions of workers who are rational 
enough to save for their future. Since the im- 
plicit rate of return in an unfunded social-secu- 
rity program is less than the marginal product 
of capital, the resulting decline in saving causes 
a welfare loss. The present paper examines the 
conditions under which the welfare loss can be 
reduced by replacing the current universal so- 
cial-security program with a means-tested pro- 
gram that pays benefits only to those individuals 
with little or no other retirement income or 
assets. ]. Polit. Econ., June 1967, 95(3), pp. 
468-84. Harvard University and National Bu- 
reau of Economic Research. 

Greeoblum, Joseph and Bye, Barry— Work 
Values of Disahled Beneficiaries 
This article compares data on a particular con- 
cept of work values, the importance to the self 
of having a job, for social security disability in- 
surance beneficiaries, other disabled persons, 
and nondisabled persons. Descriptive compari- 
sons of these three groups with similar demo- 
graphic characteristics indicates that belief to 
the importance of a job does not deefine affito 
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entitlement to disability insurance benefits. 
Hie findings support current efiorts to promote 
re-employment through work-incentive and vo- 
cational-rehabilitation policies. Soc. Sec. Bull., 
Apr. 1987, 50(4), pp. 67-74. Social Security Ad- 
ministration, Washington, D.C. 

917 Economics at Minorities; Economics of 
Discrimination 

Tzannatos, Zafiris — A General Equilibrium 
Model of Discrimination and Its Effects on 
Incomes 

A general-equilibrium model is utilized to 
examine the effects upon factor incomes of the 
narrowing of an arbitrary wage differential be- 
tween two groups of workers. Hie empirical 
section draws upon the recent experience of 
female workers in Britain after the introduction 
of the Equal Pay Act. The results suggest that 
profits are more likely to decrease when arbi- 
trary wage differentials narrow, and this conclu- 
sion casts doubt whether many of the neoclassi- 
cal theories of discrimination are relevant to 
the empirical study of discrimination. Scott. J. 
Polit. Econ., Feb. 1987, 34(1). pp. 19-36. Uni- 
versity of Buckingham. 

MO Consumer Economics 

Ml Consumer Economics; Levels and Standards 
of Living 

Behrman, Jere R. and DeolaHkar, Anil B. — 
Will Developing Country Nutrition Improve 
with Income? A Game Study for Rural South 
India 

Hie World Bank and others maintain that 
the major mechanism for improving nutrition 
in poor communities is increases in income. 
Aggregate estimates of food expenditure are 
consistent with such a possibility, implying in- 
come/expenditure elasticities close to one. 
However, the high degree of aggregation' at 
which such estimates are made means that the 
considerable increase in price per nutrient as 
income increases is ignored, and the nutrient 
elasticities are therefore overstated. Estimates 
for a rural south Indian sample indicate that 
this bias is considerable and that the true nu- 
trient elasticities witfcf^respect to income may 
be dose to zero. J. ffttt. Econ., June 1987, 
95(3), pp. MS-507. University of Pennsylva- 
nia. 


Cox, Donald — Motives for Private Income 
Transfers 

Private income transfers are becoming in- 
creasingly recognized as a key aspect of the 
U.S. economy. The majority of private income 
transfers occur inter vivos (i.e., between living 
persons), but very little is known about this 
type of transfer behavior. This paper tests alter- 
native hypotheses concerning motivation for in- 
ter vivos transfers. Two motives are considered: 
altruism and exchange. Evidence presented 
here casts doubt on the altruistic model of trans- 
fer behavior. Observed patterns for inter vivos 
transfers are more consistent with exchange- 
related motives. This finding has important 
implications for the effects of public transfer 
programs on the distribution of economic well- 
being. J. Polit. Econ., June 1987, 95(3), pp. 
508-46. Washington University. 

Gupta, Kanhaya L. — Aggregate Savings, Fi- 
nancial Intermediation, and Interest Rate 
There has been considerable controversy 
about the role of financial factors as determi- 
nants of savings in developing countries. This 
paper explores the importance of two such fac- 
tors, namely, real interest rate and financial 
intermediation. Using pooled time-series, 
cross-section data, a model of savings is esti- 
mated for Asia. Latin America, and for the total 
sample. Particular attention is paid to the error 
structure in estimation. The results suggest that 
pooling is not justified. Further, there is no 
unequivocal support for the effect of either of 
the two factors; some qualified support is found 
for Asia but none for Latin America. Rev. Econ. 
Statist., May 1987. 69(2), pp. 303-11. Univer- 
sity of Alberta. 

Hfil, Daniel H. — Derived Demand Estimation 
with Survey Experiments: Commercial Elec- 
tric Vehicles 

In this paper the author examines the de- 
mand for a hypothetical input, electric over- 
tbe-road vehicles, in the commercial sector 
using data from a survey experiment. This ex- 
periment is designed to allow the estimation 
of theoretically -plausible, derived-demand 
(unctions from either the Translog or the CES 
production functions. A he teroscedasticity -cor- 
rected, two-limit Tobit model is developed and 
estimated. The results provide evidence of con- 
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siderabie adaptability to new technologies and 
price itructures on the part of firms. They evi- 
dently would be willing to cope with the limited 
traveling range of electric vehicles if these vehi- 
cles were able to provide a less costly means 
of doing business. Rev. Econ. Statist., May 
1987, 69(2), pp. 277-85. Institute for Social Re- 
search, University of Michigan. 

Kovftcs, dona — International Comparison of 
Consumption Patterns by Cluster Analysis 
Ibis study compares the structures of private 
personal consumption in seventeen OECD 
countries on different levels of economic devel- 
opment and in Hungary with the aid of cluster 
analysis in the years between 1965-81. The 
ranking of countries by similarities in their con- 
sumption levels shows a close interrelation with 
their ranking by economic development level, 
but the influence of relative prices is also impor- 
tant. Hungary forms a cluster of her own, and 
consumption in this country is characterized 
by: a relatively high share of food; an exception- 
ally high share of alcoholic beverages; and a 
low share of housing and health expenditures. 
Acta Oecon., 1985, 35(3-4), pp. 313-26. Insti- 
tute of Economics, Hungarian Academy of Sci- 
ences, Budapest. 

Warshawsky, Mark J.— Sensitivity to Market 
Incentives: The Case of Policy Loans 
The standard neoclassical theory is rejected 
as an explanation for the observed reluctance 
of most holders of whole life insurance to bor- 
row against the cash value of their policies at 
favorable rates of interest. Even when the neo- 
classical theory is augmented with transactions 
costs and short awareness lags, several empiri- 
cal tests using survey and time-series data reject 
the standard theory in favor of an explanation 
invoking self-imposed rules against borrowing 
or the “debt ethic. ” This evidence lends support 
to the psychology-based theories of Thaler and 
Shefrin (1981). Rev. Econ. Statist., May 1987, 
69(2), pp. 286-95. Board of Governors of the 
federal Reserve System, Washington, D.C. 

930 UaaAN Economics 

Mt Ha— fag Economic* 

Wadkby, Dfade M. and Foflain, James R — 

I Tests of L ocat ional Equilibrium in the Stan- 
dard Urban Model 


The primary purpose of this paper is to exam- 
ine the empirical validity of the locational equi- 
librium condition associated with the standard 
urban economics model. Household data from 
the Annual Housing Survey are the basis for 
all of the empirical analysis. The results indicate 
the locational equilibrium condition is generally 
not satisfied; this is especially true for owners. 

In particular, households appear to commute 
much longer distances than those predicted by 
the locational equilibrium condition. Also, the 
results indicate that OLS estimates of a housing 
demand equation and a location equation may 
lie biased. Non-linear least squares estimates 
that incorporate the simultaneity between 
housing demand and locational equilibrium are 
offered as an alternative. Land Econ., Feb. 
1987, 63(1), pp. 46-61. LeMoyne College; 
University of Illinois. 

940 Regional Economics 
941 Regional Economics 

Beeson, Patricia — Total Factor Productivity 
Growth and Agglomeration Economies in 
Manufacturing. 1959-73 
This paper investigates the determinants of 
productivity growth in the manufacturing sector 
of states over the period 1959-73. Special em- 
phasis is placed on isolating the effects of a 
state’s urbanization characteristics on pro- 
ductivity growth. Urbanization characteristics 
considered include the spatial arrangement of 
cities along with the standard measures of ur- 
banization. The results indicate that while both 
scale economies and technical change are re- 
lated to urbanization characteristics, die effects 
tend to be offsetting; no relationship is found 
between urbanization and overall productivity 
growth as measured by total factor productivity 
growth. J. Reg. Sci., May 1987, 27(2), pp. 183- 
99. University of Pittsburgh. 

Drewes, Torben— Regional Wage Spillover in 
Canada 

The persistently high unemployment rate of 
the Atlantic Region of Canada may be a symp- 
tom of importation into die region of 
priately high wage levels from other Canadian 
regions. A theoretical explanation for the exis- 
tence of such interregional wage *tib*r * 
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offered. The hypothesis of spillover is empiri- 
cally examined using data on the wage change 
provisions of individual contracts in the manu- 
facturing sector. Possible econometric prob- 
lems associated with contract data are examined 
and corrective measures taken. Results of the 
estimation support the hypothesis that wage 
spillover plays a role in the determination of 
Atlantic Region wages. Rev. Econ. Statist. , May 
1987, 69(2), pp. 224-31. Trent University, Can- 
ada. 

Folmer, Henk and Nijkamp, Peter — Invest- 
ment Premiums: Expensive but Hardly Ef- 
fective 

This Paper discusses the effects of the invest- 
ment premiums arrangement, which is one of 
the main instruments of regional economic pol- 
icy in most Western countries. On the basis 
of theoretical considerations and various Dutch 
case studies, it is concluded that a basic revision 
of this policy instrument might lead to a reduc- 
tion of the costs and an improvement of the 
effects. The case study presented in this paper 
applies the LISREL framework which allows 
the handling of latent and observable variables 
simultaneously. In this way, effects of policy 
packages, which are defined as latent variables, 
can be analyzed. Kyldos, 1987, 40(1), pp. 43- 
72. Agricultural University, Wageningen; Free 
University, Amsterdam. 

Friesz, Terry L. and Luque, Javier — Optimal 
Regional Growth Models: Multiple Objec- 
tives, Singular Controls, and Sufficiency Con- 
ditions 

The authors develop a generalized Harrod- 
Domar type of model rag^ optimal regional 
growth which allows detenpjjnatton of the opti- 
mal allocation of regional public investments 
and which considers mu)tj|jle growth objec- 
tives, as well as both normaifand singular fiscal 
instruments. This general UHxlel is shown to 
include most of the previou* optimal regional 
growth models as special cases that verify that 
singular controls do exist in sfartain instances, 
and that they must be oonsidjflpd for the com- 
plete specification of optimahifagional growth 
policies. This is significant Ipntuse singular 
controls have not been previotifaiy analyzed in 
the literature. J. Reg. Sd., Mkj^ 1967, 27(2), 


pp. 201-24. University of Pennsylvania; Uni- 
versity of North Florida. 

Garhart, Robert E. and Giarratani, Frank — 
Nonsurvey Input-Output Estimation Tech- 
niques: Evidence on the Structure of Errors 
This paper concerns the nature and extent 
of error introduced to regional input-output 
multipliers by errors associated with the estima- 
tion of regional purchase coefficients (RPCs). 
Using the Washington State input-output 
model and computer simulations, estimates of 
multiplier error are generated for two distinct 
sources of RPC error. The results indicate that 
multiplier error from both RPC sources may 
be significant and support the findings of previ- 
ous studies which highlight the importance of 
error introduced to the household purchases 
column for multiplier accuracy. /. Reg. Sci., 
May 1987, 27(2), pp. 245-53. College of St. 
Thomas; University of Pittsburgh. 

Harris, Anthony H., et al. — Incoming Industry 
and Structural Change: Oil and the Aberdeen 
Economy 

This paper quantifies the employment effects 
of the oil industry on the local economy of Aber- 
deen. It estimates not only the regional multi- 
plier effects of the new industry, but also uses 
a form of shift-share analysis to estimate the 
supply-side effects on the labor and property 
markets. It is argued that in addition to creating 
jobs, the oil sector has also displaced existing 
jobs in non-oil industries and deterred new 
firms from entering the area. Quantification of 
the displacement and deterrence effects sug- 
gests that they are not large, but that they an 1 
significant in a number of individual industries. 
Coauthors are Michael G. Lloyd, Alastair J. 
McGuire, and David A. Newlands. Scot. J. Po- 
Ut. Econ., Feb. 1987, 34(1), pp. 69-90. Univer- 
sity of Aberdeen. 

Jones, Donald W. and Krummel, John R — 
The Location Theory of the Plantation 
This paper develops a method for studying 
noninfinitesimai operational units, with the 
Thflnen location and land use model. With con- 
stant returns to scale and perfect divisibility 
of nonland inputs, all operational units would 
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upy only a point on the landscape. The pres- 
model uses increasing returns to scale to 
ierute large operational units, called “planta- 
18 ," and studies the comparative statics. The 
ting of the model is an agricultural operation 
which some processing of raw crop must be 
iducted prior to shipment to market. The 
>cessing is assumed to have increasing re- 
ns to scale. J. Reg ■ Sci., May 1987, 27(2), 
157-82. Oak Ridge National Laboratory; 
(onne National Laboratory. 

ibler. Jack C. — Trade Center Evolution in 
; Great Plains 

empirical analysis has lagged behind the im- 
jssive additions to the theoretical literature 


on trade-center systems during die past fifteen 
years. This study of the trade-center system 
in Saskatchewan is an attempt to begin to re- 
dress the imbalance and to test some of the 
recently formulated theoretical propositions. 
Communities are identified according to func- 
tional classifications for 1961 and 1981 with the 
aid of a cluster analysis program, and the valid- 
ity of the groupings are verified using multiple- 
discriminant analysis. Changes in the size, spac- 
ing, and function of clusters and individual com- 
munities during the twenty-year interval are 
described, and an effort is made to provide ex- 
planations for the changes observed. J. Reg. 
Sri., May 1987, 27(2), pp. 225-44. University 
of Saskatchewan. 
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General Economics; including Economic 
Theory, History of Thought, Methodology, 
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Andreoni, James R.. Ph.D. University of Michigan 

1986. Essays on Private Giving to Public Goods 
Banerji, Sanjay, Ph.D. SUNY at Buffillo 1987. Incom- 
plete Information. Adjustment Costs and the New 
Classical Microeconomics 

Becker, Klaus-Gunter, Ph.D. University of Kansas 

1987. Essays on the Sustainability of a Natural Mo- 
nopoly 

Belcher. Lawrence J.. Ph.D. Indiana University 
1987. Simple Dynamic Models with Uncertainty 
Bergeh, George Swank, Ph.D. University of Califor- 
nia, Davis 1987. Labor as a Quasi-fixed Factor: A 
Revision 

Bercin, James, Ph.D. Princeton University 1986. Re- 
peated Incomplete Information Games with Dis- 
counting 

Bernharut, Mark Daniel, Ph.D. Camegie-Melkm 
University 1986. Three Essays in Applied Dynamic 
Microeconomic Theory 

Bertaux, Nancy, Ph.D. University of Michigan 1987. 
Women’s Work. Men’s Work: Occupational Segre- 
gation by Sex in Nineteenth Century Cincinnati, 
Ohio 

Case, James C., Ph.D, University of Wyoming 1986, 
Contributions to the Economics of Time Preference 
Chun, Taeck Soo, Ph.D. SUNY at Albany 1987. The 
Rational Expectations Hypothesis in the Long Run; 
Empirical Tests Using Survey Data 
Chun, Youncsub, Ph.D. University of Rochester 
1986. Essays on the Resolution ofConfticting Inter- 
ests 

Coleman, Wilbur John, Ph$). University of Chicago 
1967. Money, Interest, aa|l Capital 
Durlaue, Steven N., Ph.DiYak University 1986. 
Essays in Econometrics indi Macroeconomics 



Cavin, Michael, Ph.D. Massachusetts Institute of 
Technology 1987. Three Essays in Macroeconomics 
Gerber, James B., Ph.D. University of California, 
Davis 1986. Southern White Schooling, 1880-1940 
Ciannias, Dimiduos Apostolos, Ph.D. Camegie- 
Mcllon University 1987. Differentiated Products: 
Solutions to Equilibrium Models 
Manic, Marco, Ph.D. Massachusetts Institute of 
Technology 1987. Differential Caming Models of 
Oligopoly 

Hansen, Gary D., Ph.D. University of Minnesota 
1986. Indivisible Labor and the Business Cycle 

Hayes, Michael Neil, Ph.D. University of Califor- 
nia, Davis 1986. Mercantile Incentives: State-Sanc- 
tioned Market Power and Economic Development 
in the Atlantic Economy. 1553-1776 
Herk, Leonard F., Ph.D. University of Virginia 
1986. Capacity Prrcommitmont, Demand Random- 
ness, and Market Equilibrium 
Hisnanick. John J., Ph.D. West Virginia University 

1986. The Local Dynamic Stability of a General 
Equilibrium System with Varying Speed of Adjust- 
ment Coefficients 

Ingram, Marlvnne Bktii Fisher, Ph.D. University 
of Minnesota 1966. Equilibrium Modelling of Asset 
Prices with Rational and Irrational Agents 
Irwin, James R., Ph.D. University of Rochester 1986. 
Slave Agriculture and Staple Crops In the Virginia 
Piedmont 

Jeonc, Kuk-Hwan, Ph.D. University of Washington 

1987. A Time-Series Test of the Rational Expecta- 
tions Macromodcl — An Application of the AflGIl 
Process 

Johnson, Robert A., Ph.D. Princeton University 
1986. Essays in Macroeconomic Analysis 
Kahn, James, Ph.D. Massachusetts Institute of Tech- 
nology 1986. Inventories and the Volatility P> t> ' 
duetkm 
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Kamiya, Kazuya, Ph D. Yale University 1986. Exis- 
tence, Uniqueness, and Computation of Equilibria 
with Increasing Returns 

KAruaiA, Vibha, Ph.D. University of Pittsburgh 1987. 
The Anticedents of Modem Theories of Economic 
Growth 

Kaufman, Dennis A., Ph.D. University of Kansas 
1987. Altruism, Externalities, and Welfare 
Kean, Ian A., Ph.D. Florida State University 1986. 
Theories of Economic Value: Value Theory in Eco- 
nomics and Its Foundations in Philosophy 
Kocherlakota, Narayana, Ph.D. University of Chi- 
cago 1987. State Nonseporability: Theory and Em- 
pirical Implications 

Konegny, Ronaijd T., Ph.D. University of Nebraska 
1987. Input-Output Multiplier Distributions from 
Probabilistic Production Paths 
Koont, Sinan. Ph.D. University of Massachusetts 
1987. Three Essays in Economic Theory: 1. Unequal 
Exchange II. A Shortage-Based Macro Growth 
Model for a Socialist Economy 111. Foreign Trade 
Pricing in Centrally Planned Economies 
Lahiri, Somdeb, Ph.D. University of Minnesota 1986. 

Analysis of Infinite Horizon Dynamic Economics 
Laramie, Anthony, Ph.D. Clark University 1987. A 
Critique of Kalcckian Macroeconomics 
Lkf., Younowhan, Ph.D. University of Pennsylvania 

1986. Essays on the Existence, Optimality and In- 
determinacy of Equilibria in Economics with Finan- 
cial Markets 

Leitzf.l, James A.. Ph.D. Duke University 1986. An 
Information-Theoretic Model of Incomplete Con- 
tracts 

Leland, Jonathan Ward, Ph.D. University of Cali- 
fornia, Los Angeles 1986. Individual Choice Under 
Uncertainty: Finite Discriminatory Ability and Sys- 
tematic Deviations from "Strict" Rationality 
Lo, George Poon-Shinc, Ph.D. University of Min- 
nesota 1987. Pareto Optima and Sequential Rational 
Expectations Equilibrium in Environments with 
Adverse Selection 

Louncani, Praeaih N., Ph.D. University of Roches- 
ter 1986. Sectoral Shifts and Aggregate Unemploy- 
ment 

McCaumtcr, Todd L., Ph D. University of Virginia 

1987. An Experimental Test of the Effects of Hisk 
Aversion under Final Offer Arbitration 

Mcltcnw, Richard M„ Ph D. SUNY at Stony Brook 
1987. Equilibrium Theories in Economics 
Mody, Ashoea, Ph.D. Boston University 1987. 

Growth of Firm* under Uncertainty: Three Essays 
Mot*. Jam, Ph.D. University of Chicago 1967. Essays 
oo the Labor Force and Labor Force Participation 
Rates: The United States from I860 through I960 


Mosser, Patricia, Ph.D. Massachusetts Institute of 
Technology 1966. Essays on Inventory Behavior and 
Excess Volatility 

Mukherjee, Ravisanker. Ph.D. SUNY at Stony 
Brook 1986. Sequential Bargaining with Two Buy- 
ers: Effects of Equilibrium Concepts and Timing 
of Offers on the Outcome 

O'Connell, Stephen, Ph.D. Massachusetts Institute 
of Technology 1986. Essays in the Macroeconomics 
of Debt 

Paredes. Miguel, Ph.D. University of Utah 1985. 
Economics, Coalitions and Abstract Spaces 

Pascoa, Mario Rui Miranda Gomes, Ph.D. Univer- 
sity of California, Los Angeles 1986. N uncoopera- 
tive Equilibrium and Chamberlinian Monopolistic 
Competition 

Ramadan, Oussama H., Ph.D. Michigan State Uni- 
versity 1986. The Nature and Significance of “Sup- 
ply-Side Economics” 

Rickman. Dan S., Ph.D. University of Wyoming 
1987. Essays in Applied General Equilibrium Anal- 
ysis 

Roddy. Vernon E., Ph.D. University of Tennessee 
1986. A Homely but Intelligible Study in the Eco- 
nomic Tlieory of the Barro-Grossman Lifecycle 
Mode) of National Employment and Production 

Rudf.RUSCH, Glenn D., Ph D. University of Pennsyl- 
vania 1986. The Estimation of Microeconomic Dis- 
equilibrium Models with Regime Classification In- 
formation 

Saad, Ali, Ph.D. University of Chicago 1987. School- 
ing and Occupational Choice in Nineteenth-Cen- 
tury Urhan America 

SalvatdRE. Ricardo D.. Ph D. University of Texas. 
Austin 1987. Class Struggle and International 
Trade: Rio dc la Plata's Commerce and the Atlantic 
Proletariat, 1790-1850 

Sasaki, Hiroo, Ph.D. University of Rochester 1987. 
Externalities and Public Goods in Dynamic and 
Static Settings 

Sawyer, Carl N., Ph.D. University of Mich ipm 1986. 
Intertemporal Preferences and Utility 

Saxena, Rahul N., Ph.D. Columbia University 1986. 
Inflation-Deficit-Money-Supply Nexus in an Open 
Economy with Rational Expectations: An Empirical 
Approach 

Schwarz. Grecory Evans, Ph.D. University of CTii- 
cago 1986. Dynamic Models of Lon Contracts and 
the Foreclosure of Farm Mortgages during the In- 
terwar Period 

Sen, Arunava, Ph. D. Princeton University 1987. Two 
Essays on the Theory of Implementation 
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Shiozawa, Shuhei, Ph.D. University of Minnesota 

1986. Existence of Competitive Equilibria in Over- 
lapping-Generations Models 

Silver, Geoffrey A., Ph.D. University of Massachu- 
setts 1986. Marxisms, Socialisms and Communisms: 
An Analysis and Reformulation of Economic Devel- 
opment and Comparative Systems 
Skumatz. Lisa, Ph.D. Johns Hopkins University 

1987. Presidential Election Results as a Function 
of Economic Variables: Tests of Structural Change 
and Other Hypotheses 

Stecf.man, Mark, Ph.D. Massachusetts Institute of 
Technology 1987. Essays in Search and Speculation 
Sung, Bom Yonc, Ph.D. Indiana University 1986. 

Optimal Growth, Equilibrium and Recursive Utility 
Sykes, Ai-an O., Ph.D. Yale University 1987. Two 
Essays in the Economics of Law 
Szakoiozai, Arpao, Ph.D. University of Texas, Austin 
1987. Concerning the Grounds of Modern Eco- 
nomic Society and Political Economy: An Analysis 
of the Writings of Say. Saint-Simon, and Sismondi, 
Using the Works of Michel Foucault 
Thomas, Charier P., Ph.D. Columbia University 
1986. Asset Structure and Underemployment 
Tsutsui, Shunichi, Ph.D. Brown University 1987. In- 
formation Structures and Dynamic Games with Ap- 
plication to Technology Games 
Vassilakis, Spyriixin, Ph.D. Johns Hopkins Univer- 
sity 1987. Increasing Returns and Strategic Behav- 
ior 

Votth, Richard P. , Ph.D. University of Pennsylvania 
1986. Compensating Variation in Wages and Rents 
Wang, Pinc, Ph.D. University of Rochester 1987. 
Money, Transaction Structure and Spatial Econom- 
ics 

Warner, Lori D., Ph.D. University of Utah 1986. 
An Evaluation of 1920’s Thought on the Gold Ex- 
change Standard 

Watkins, John, Ph.D. University of Utah 1985. The 
Concepts of Capitalism: A Critical Analysis 
Wilcox, David, Ph.D. Massachusetts Institute of 
Technology 1987. Budget Deficits, Consumption 
Spending, and the Ricardian Equivalence Hypothe- 
sis 

Williamson, John M., Ph.D. California Institute of 
Technology 1987. Financial Equilibrium, Voting 
Procedures, and CoaUtfon Structures in Allocation 
Mechanism* 

Yi, Croccoa, Ph.D. Uniwatsity of Rochester 1987. 

Essays in General EquiHntum Theory 
Yoo, II ho, Ph. D. University of Pennsylvania 1987. 
Theory of Social lasuranak .with Information Atytn- 
metry 


Yun, Juncyoll, Ph.D. Princeton University 1986. 
Three Essays on Market Equilibrium under Asym- 
metric Information 

Zandamela, Rocerio, Ph.D. Johns Hopkins Univer- 
sity 1987. The Macroeconomic Implications of Wage 
Indexation in Closed and Open Economies 

Economic Growth and Development; including 
Economic Planning Theory and Policy; 
Economic Fluctuations and Forecasting 

Al-Sakede, Motahar, Ph.D. Pennsylvania State 
University 1986. A Theoretical Analysis of Struc- 
tural Disequilibrium, Sectoral Shocks, and the De- 
sirability of Monetary and Fiscal Policy Interven- 
tions 

Azadormaia, Cholamrkza, Ph.D. Howard Univer- 
sity 1986. The Stability and Dynamics of a Growth 
Model for an Open Economy 

Balkk, Nathan Stuart, Ph.D. Northwestern Univer- 
sity 1986. The Selection of Macroeconomic Policy 
Constitutions in the Presence of Structural Change 
and Rule Change Costs 

Barron Pars Dk, Ricardo, Ph.D. University of Chi- 
cago 1987. Two Essays on the Non parametric Esti- 
mation of Economic Models with Selectivity Using 
Choice-Based Samples 

Bkrninsone, Rosa Maria, Ph.D. University of Cali- 
fornia, Davis 1987. Macroeconomic Disturbances 
and Asset Interrelationships Affecting Chilean Agri- 
culture and Industry from 1974 to 1984 

BfLGfNsoY, CIhan, Ph.D. University of Massachusetts 

1986. Monetarist and Structuralist Models of Turk- 
ish inflation 1950-1980 

Bom in de Moraes, Pedro L-, Ph.D. Massachusetts 
Institute of Technology 1986. Essays on Stabiliza- 
tion Policies 

Boxall, Peter, Ph.D. University of Chicago 1986. 
Labor and Population in a Growth Model 

Brooks, Douglas H., Ph.D. Brown University 1987 
Industrial Location and Decentralization Policies 
in Developing Countries 

Campos, Edcardo J., Ph.D. California Institute of 
Technology 1987. The Politico] Economy of Price 
Supports 

Cecen, A. Aydin, Ph.D. Indiana University 1986. 
Optimal Growth, Exhaustible Resources and the 
Balance of Payments 

Domenech, Rokrto A., Ph.D. Brown University 

1987. Output and Inflation in a SemMndustrialixed 
Economy, Argentina 1959-1980 

Dow, James Price, Jr., Ph.D. University of Chicsgu 
19B7. Oil Price Shocks and Aggregate Fluctuations 

Gonzalez, Oscar, Ph.D. Clark University 1987. A 
Policy Planning Model for Guatemala 
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Hauassos, Michael, Ph.D. Yale Univenity 1987, Es- 
say on the Sustainability of Macroeconomic Policies 
in Multi-aiset Economies 

Hamed, Osama, Ph.D. Univenity of California, Los 
Angeles 1987, The State as an Agent of Economic 
Development: Egypt, 1952-1970 

Hahvev, John T., Ph.D. University of Tennessee 
1967. An Empirical Examination of the Locomotive 
Process and Interpretation of Those Results in 
Terms of National Economic Priorities 

Has lac, Joseph, Ph.D. Southern Methodist Univer- 
sity 1987. Implications of Fiscal and Monetary Poli- 
cies in a Macroeconomic Model with Extensive 
Wealth Effects 

Honohk, Bo, Ph.D. University of Chicago 1987. Iden- 
tification and Estimation of Econometric Duration 
Models 

Jenkins, Leroy A., Ph.D. University of Nebraska 
1987. A Simulation Model of Tax Reduction Eco- 
nomic Development Strategy 

Kadjo. Paul, Ph.D. SUNY at Binghamton 1987. 
Money and Finance in LDCs’ Economic Growth 
and Development: A Macro Econometric Ap- 
proach — The Ivory Coast Experience 1960-1981 

Kanaya, Sauao, Ph.D. University of Rochester 1987. 
lntergencrational Altruism and Discount Factors 

Kumar, Sanjiv, Ph.D. University of Chicago 1986. 
Labor Turnover and the Business Clyde: A Theoret- 
ical and Empirical View 

Lott, Charlotte E., Ph.D. University of Pittsburgh 
1986. Commodity Price Stabilization in a Comput- 
able General Equilibrium Model: The Case of Sri 
Lanka 

Manrksa, Antonio C., Ph.D. University of Minne- 
sota 1986. An Overlapping Generation Model with 
Exhaustihle Resources 

Martin, Michael F.. Ph.D. University of Massadm- 
setts 1986. A Hypothetical Projection of the Effect 
of Pricing and Taxation Reform on the Economic 
Development and Political Economy of the People's 
Republic of China 

Mayorca, Francisco J., Ph.D. Yale University 1986. 
The Nicaraguan Economic Experience 1950-1984: 
Development and Exhausting of an Agroindustrial 
Model 

Moorthy, Vivek, Ph. D. University of California, Las 
Angeles 1986. The Equilibrium Approach to Busi- 
new Cycles 

Mosirm, Gkjvanna, Ph.D. University of California, 
Los Angeles 1986. Inside Money, Inventories and 
Economic Activity in a Real Business Cycle 

Nallaiu, Yuchandbr Raj, Ph.D. Univenity of Texas, 

Austin 1987. A Macroeconomic Model of the Indian 

Economy — An Application of Control Thorny 


Nguyen, Tuan Anh, Ph.D. Kansas State University 
1987. South Vietnam’s Process of Development: A 
Political Economy Approach 

Patterson, Perry L., Ph.D. Northwestern University 
1986. Short-run Forecasting and Planning for Soviet 
Foreign Trade with the West: An Econometric Ra- 
tional Expectations Approach 

Rek hlin, Pietro, Ph.D, Columbia University 1987. 
Essays on Endogenous Cycles in Models with Per- 
fect Foresight 

Santo-Brescia, Michele, Ph.D. Univenity of Chi- 
cago 1986. Optimal Wage Indexation and Monetary 
Polity in a Small Open Economy with N on-traded 
Goods 

Schmidt, James Kimberly, Ph.D. Univenity of 
Washington 1987. An International Study of Savings 
Rates and Dependency Rates 
Schorin, Charles N. t Ph.D. Princeton Univenity 

1986. Stabilization Policy in Developing Countries 
Skrry, Ei.-Sayed, Ph.D. Clark University 1987. A 

Macroeconomic Model for the Egyptian Economy 
Specification. Estimation and Simulation under Al- 
ternative Principles of Economic Regulations 
Smith, William T., II, Ph.D. Univenity of Virginia 

1987. Essays in the Theory of Finance and Eco- 
nomic Growth 

Thompson, Frederick D., Ph.D. University of Vir- 
ginia 1986. The Economics of Defense Alliances: 
Burden Sharing. Free Riding and Optimality 
TorNEI.u Aaron. Ph.D. Massachusetts Institute of 
Technology 1987. Intertemporal Issues in Govern- 
ment Policies in Open Economies 
Viana-Martoreil, Luis, Ph.D. University of Chicago 
1987. Heal Exchange Rates and Real Interest Rates 
during Liberalization. Boom, and Crisis: The Cases 
of Uruguay and Chile. 1976-82 
Yang, Chang-Po, Ph.D. University of Texas, Austin 
1986. Employment and Economic Growth: China, 
1949-83 

Quantitative Economic Methods and Data; 
including Econometric Methods, Economic and 
Social Accounting 

Alam. Shamsul A.K.M., Ph.D. Simon Fraser Univer- 
sity 1987. An Investigation of the Relative Elects 
of Specification and Estimation Errors oc Estimates 
of Option Prices Generated by Two Competing 
Models 

Asher, Martin A.. Ph.D. University of Pesmsyivaaia 
1986. Personal Income Redistribution, E co nom ic 
Growth, and Social Wetfare 
Barkey, Patrick, Ph.D. University of Michigan 1986. 
Mesuurement Error and SemonalAdj a s Un e at Error 
in Economic Time Series 
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Cafvto, Mkhakl Rtun, Ph-D. U Diversity of Wash- 
ington 1987. The Qualitative Content of Simple Dy- 
namic Optimization Model* 

Choi, Seuncmook, Ph D. University of Texas, Austin 
1988. On the Parametric Teat* for Separability 
Feinstein, Jonathan, Ph.D. Masaachuaetts Inatitute 
of Technology 1667. Detection Controlled Estima- 
tion: Theory and Application* 

Gong, Bykonc-Ho, Ph.D. Rice University 1987. Fi- 
nite Sample Evidence on the Performance of Sto- 
chastic Frontier and Data Envelopment Models in 
the Estimation of Firm-Specific Technical Effi- 
ciency Using Panal Data 

Gorman, Ian Earl, Ph.D. Queen's University 1967. 
On the Methodology of Testing for Economies of 
Scale and Economies of Scope 
Koo, Chung Mo, Ph.D. University of Missouri 1987. 
Inflation, Inflation Uncertainty, Tax Rules and Cap- 
ital Formation 

Le Call, Francoise, Ph.D. University of Michigan 
1986. An Analysis of Price Dynamics in China, 
1952-82 

Lim, Byunc Ok. Ph.D. University of Utah 1986. The 
Effect of an Unbalanced Growth Pattern on Inflation 
and the Distribution of Income in Korea 
Lo, Wai Chong. Ph.D. University of Georgia 1986. 
The Estimation of State Dependent Models: Some 
Monte Carlo Results 

Meefacala, Gaminie. Ph D. SUNY at Albany 1987. 
Finite Sample Properties of Some Independent Test 
Statistics 

Mizrach, Brock M,, Ph.D. University of Pennsylva- 
nia 1987. Estimation in the Presence of Structural 
Change 

Park, Joon Yonc, Ph.D. Yale University 1967. Statis- 
tical Inference in Linear Model! with Integrated 
Processes 

Son, Wanfyo, Ph.D. University of Pittsburgh 1966. 
A Comparison of Alternative Solution Methods for 
the Linear Rational Expectations Model 
Von dem Hagen, Oskar, Ph.D. Queen’s University 

1966. Two Essays on the Mt>P-Proccdure 

Monetary and Fiscal Theory, Policy, and 
Institutions,-,. 

Ardkrrezak, An, Ph.D. Kanii* State University 

1967. The Impact of CovernmOBt Deficits on Inter- 
est Rates 

Arkkn, Peter A., Ph.D. BroWtifiniverstty 1967. 
Three Empirical Studies of fUsktUhremia in Com- 
modity Futures 

Aryamanesh, Hashem, Ph.D. University 

1986. Monetary Policy in an lnc^j)||ngly Open 
Economy 


Avila, Jorge Cesar, Ph.D. University of Chicago 

1966. Reducing Government Overmanning, Hu- 
man Capital, and Open-Economy Adjustment 

Beam, Thomas M., Ph.D. West Virginia University 
1667. The General Equilibrium Effect* of the Local 
Public Sector 

Boabanc, Francis, Ph.D. Simon Fraser University 

1967. An Investigation of the Stationarity of the 
Parameters of the Market Model Using the k-dass 
Moving Average Cumulative Residual* 

Brown, David Manley, Ph.D. University of Califor- 
nia, Lot Angeles 1986. Relative Prices, Stock Re- 
turns and Nominal Contracting 

Calkins, Lindsay N.. Ph.D. University of Michigan 
1966. Determination of Tax Effects in the Yield 
Spread between Taxable and Tax-Exempt Bonds 

Carns, Frederick Shaffer, Ph.D. Pennsylvania 
State University 1986. The Fragility of Empirical 
Fisher Relations: Tests lor Monetary-Policy Invari- 
ance 

Chang, Doug Joo, Ph.D. Vanderbilt University 
1987. Unorganized Money Markets and Monetary 
Policy in Less Developed Countries 

Ciiatterjee, Satyajit, Ph.D. University of Rochester 
1987. Essays on Incomplete Markets, Monetary 
Neutrality and Indexation 

Cole, Harold L., Ph.D. University of Rochester 
1986. Financial Structure and Information 

Corbett, Jennifer. Ph.D. University of Michigan 

1966. Monetary Policy and Portfolio Behavior in 
Japan: A Disequilibrium Analysis 

Cufou, Edward M., Ph.D. Syracuse University 

1967. A Forecasting Mode) of Local Government 
Finances — A Case Study Approach, Syracuse, NY 

Duca, John V., Ph.D. Princeton University 1986. 
Credit Rationing and Trade Credit as an Alternative 
Source of Short-term Credit 

Dymski, Cary, Ph.D. University of Massachusetts 
1967. On the Role of Uncertainty and Illiquidity 
in Financial Markets: Post-war Banking Innovation 
in the United States 

Eagle, David M., Ph.D. University of Minnesota 
1986. The Length of the Reaerve-Maintenence Pe- 
riod, Fluctuations in the Federal Funds Rate, and 
Monetary Control 

Ehruch, Michael A., Ph.D. Princeton University 
1967. An Investigation of United States Savings In- 
stitutions 

Eloian, Edward M., Ph.D. Michigan State Univer- 
sity 1967. The Transformation of Credit Unions in 
the United 8 tales 

English, William, Ph.D. Massaohoswtti Institute of 
Technology 1986. Credit Rationing in General 
Equilibrium 
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Erata, I Made Gde. Pfa.D. Vanderbilt Univenity 
1887. A Study of Coat Function! in Commercial 
Banking Induitry 

Fabritius, Michael M., Ph.D. Univenity of Texas, 
Austin 1987. Leadership in the Thrift Industry: 
Teaas State-Chartered Savings and Loan Associa- 
tions. 1950-86 

Cade, Mary N., Ph.D. Michigan State University 
1686. Optimal State Tax Design 
Carcia-Mila, Teresa, Ph.D. Univenity of Minnesota 
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Examples are given from both anthropology and 
economics. /. Econ. Issues , June 1987, 21(2), 
pp. 587-603. University of Tennessee. 

Williams, William W. — Institutional Propensi- 
ties to Publish in Academic Journals of Busi- 
ness Administration: 1979-1984 
This research has attempted to identify those 
institutions whose faculties have demonstrated 
propensities to contribute to leading academic 
journals of business administration during the 
period 1979-1984. Three core journals in each 
of the fields of accounting, behavioral manage- 
ment, finance, management science, market- 
ing, and general business were surveyed and 
the institutional affiliations of the authors were 
tabulated. In general, it was found that contri- 
butions to the journals in each field tended to 
be concentrated among a relatively small set 
of institutions. Comparisons were also made to 
a similar study covering 1972-1978 to trace 
longitudinal tendencies in publication activity. 
While the mix of institutional contributors to 
individual disciplines experienced some volatil- 
ity, composite rankings, reflecting aggregate in- 
stitutional contributions to all six areas, re- 
mained relatively stable across the two time 
periods. Quart. Rev. Econ. Bus., Spring 1987, 
27(1), pp. 77-94. Louisiana State University. 


020 General Economic Theorv 

Frey, Bruno S. — Economists Favour the Price 

System — Who Else Does? 

Most people except professional academic 
economists resist or reject the use of the price 
system. Hie four main reasons are: lack of infor- 
mation; undesirable distributional conse- 
quences; unfairness and reluctance to trade; 
and adverse effects on p references. The reasons 
brought forward against the price system are 
only partly convincing, particularly in compari- 
son to other decision-making systems. The use 
of the price system may create more problems 
than traditional neoclassical economics admits. 
The difficulties and paradoxes connected with 
the use of the price system provide a challenge 
to existing economic theory. KyUos, 1986, 
39(4), pp. 537-63. lnstitut for empirische Wirt- 
schaftsfonchung, University of Zurich, Switzer- 
land, 


S fiber, Jacques — Rationality, Se 
Coordination: On Some Curre 
sies in Economics 
This article reviews some of thi 
tant controversies in economics i 
three kinds of debates: one relate 
lem of individual behavior, the ex 
zation, and the relevance of t 
bounded rationality; a second o 
the essence of coordination in mai 
the centrality of equilibrium an 
tance of strategic behavior; a thin 
at principal— agent relations, w 
firms or between citizens and the 
tives. Econ. Notes, 1986, (3), p 
versify of Southern California. 

021 General Equilibrium and Disc 
Theory 

Forsythe, Robert and Suchanel 
Decentralizing Constrained Pi 
Allocations in Stock Ownershi 
An Impossibility Theorem 
The authors demonstrate that i 
information about unowned firm 
that revealed in the market, the 
set of decision rules for firms that 
fee constrained Pareto optimal eo 
cations for a robust class of ec 
result holds whether or not mar 
plete. The authors show that the 
ficiencies are a consequence of 
tional imperfection and can only 
if investors have essentially fol 
The structure of the authors’ proo 
sfbility theorem leads them to eoi 
that, in general, the economy c 
better than when firms are valu 
Ini. Econ. Rev. , June 1987, 28(2), 
University of Iowa; University of 

RepuOo, Rafael — The Existent 
rium without Free Disposal 
with Transaction Costs and Im 
kets 

This paper presents a genera 
economy with transaction costs, a 
existence of a competitive eq uii 
T. C. Bergstrom’s procedure to dfs 
disposal assumption. Since econo 
complete markets are shown to bt 
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compared with the alternative of incorpo- 
rating R and D into production units. 
Given the heavy pressure exerted on 
managers to fulfill short-term production 
plans, little attention is paid to R and D 
and in many cases R and D capabilities 
are used to meet production quotas (see 
below). Since 1973 several new organiza- 
tional schemes (“ production-technology” 
and “science-production" associations) 
have attempted to bring R and D and 
production under one managerial um- 
brella. The results of this compromise 
have been mixed, at best, and many of 
the previous problems still prevail (Ber- 
liner 1983c; Hanson 1981, pp. 56-57). 
The main problem, and probably the 
cause of the preference for separation, 
lies in the difficulty of focusing the re- 
wards for innovation solely on its direct 
economic benefits. In reality separation's 
potential benefits to innovation do not 
materialize because of exogenous dis- 
ruptive interferences such as problems 
of supply and of prices being fixed too 
low. 

The reluctance of enterprise managers 
to introduce new methods and products 
is a major obstacle to technological 
change and one reason there is a prefer- 
ence for directing much innovation to 
new enterprises at the expense (as previ- 
ously discussed) of high costs in terms 
of investment funds and a high propor- 
tion of construction in total investment. 
The resistance of managers to innovation 
stems largely from the bias imposed on 
them from above in favor of short-term 
production. Most activities connected 
with innovation involve some sacrifice 
of present performance, like changing 
sources of supply (a high-risk proposi- 
tion), retraining, and a period of experi- 
mentation and quality adjustments. New 
materials or equipment needed may be 
in short supply, the limited quantity pro- 
duced being earmarked for military or 
other top-priority claimants. Because the 


introduction of a new method is usually 
part of a plan, there is always the dange 
that plan targets will be adjusted upwar 
to more taxing levels. The strong seller’- 
market and the lack of real competition 
reduce the pressures on managers to im- 
prove their products. In this respect the 
absence of the “kicking foot” of competi- 
tion is, according to Berliner (1976, pp. 
526-30), a more serious obstacle to inno- 
vation than that of the “invisible hand.’ 
In such an atmosphere, the rewards tc 
managers for introducing innovations ar 
rarely big enough. These rewards hav 
recently been raised, but apparently still 
not sufficiently to offset the overwhelm- 
ing dominance of the output target. Pro- 
viding stronger incentives to innovation 
is hindered by defects in the price sys- 
tem, and by the danger of developmen 
of undesirable side effects — spurious in- 
novations and false “new” products. Ber- 
liner (1976, Ch. 17), who analyzed the 
innovative activity in terms of a balance 
between risks and rewards, conclude 1 
that under the Soviet system both are 
lower in comparison with the situation 
in a market economy. Rewards, how- 
ever, are much lower, thus causing pool 
outcomes. One may raise the question 
whether a socialist system can at all offei 
the kind of material incentives in both 
income and wealth needed to encourage 
innovations from below. Finally, resis- 
tance to innovation is based on com- 
plaints about the quality and effective- 
ness of proposed innovation by the R and 
D sector itself, not always without some 
justification. 

One major consequence of the prob- 
lems listed above is that both in new 
projects and in existing enterprises, lead 
times for introducing new innovations 
are usually very long. As a result, large 
investments remain pending for long pe- 
riods, and technologies sometimes be- 
come obsolete even before their intro- 
duction (Hanson 1981, pp. 65-73). 
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advantage, opinions still differ as to (a) 
the extent to which Soviet trade really 
conforms to this principle — whether 
(given distorted internal prices) Soviet 
planners can guide their trade along 
these lines in the first place — and ( b ) the 
extent to which the actual outcome ex- 
ploits the foil potential of benefits from 
trade. 

Rosefielde (1973, 1974, 1977, 1981) be- 
lieves that the Soviet Union can over- 
come price calculation problems and can 
lead trade according to what he calls 
“fundamental comparative advantage” 
which goes most of the way toward foil 
comparative advantage. Other students 
are more skeptical. In fact, the inability 
to calculate correct prices is presented 
as a major cause of the Soviet tendency 
toward autarky (Holzman 1974, pp. 139- 
41; Hewett 1974; Carl H. McMillan 
1973, 1974; see also Stephen H. Gar- 
dener 1979; Holzman 1976, Ch. 3; Mi- 
chael Marrese and Jan Vanous 1983; 
Charles Wolf et al. 1983). Whether or 
not calculation of correct prices is feasi- 
ble, the virtual insulation of producers 
and users from the direct impact of world 
prices is a source of long-term economic 
inefficiency and, in essence, an autarkic 
element, the actual trade volume not- 
withstanding. 

In his study of technology transfer to 
the Soviet Union, Hanson (1981, pp. 
138-39) suggests that in a large country 
such as the Soviet Union, where imports 
of technology from the West cannot con- 
stitute more than a modest proportion 
of total investment in equipment, it is 
relatively simple to identify the spheres 
of greatest need. This argument may be 
extended to trade to indicate that al- 
though big mistakes may not be made, 
many small ones are highly probable. 
This suggests that while the Soviet Union 
does indeed benefit from trade, at least 
from trade with die nonsocialist world 
(Hewett 1983; Everett M. Jacobs 1978), 


such benefits must be to some de; 
limited. The major forgone benefit, * 
ever, is the isolation of the dom< 
economy from the competitive pressi 
of world markets. 

V. The Socialist System and Its 
Growth Strategy 

The growth record and patterns 
scribed here were shaped by an 
nomie- political system and a grc 
strategy usually called socialist. This 
tion surveys, in the light of rele' 
Western writings, the central feature 
that system and strategy, and re* 
them to the growth record and path 
mentioned. 

A. The Objective Function and Cate 

Up 

An underlying driving force has b 
the desire to catch up rapidly with 
West, even to “overtake and surpass 
(Joseph S. Berliner 1966). Berli 
quotes Stalin’s famous call in 1931: “ 
are fifty or a hundred years behind 
advanced countries. We must make j 
the distance in ten years. Either w 
it or they crush us” (Berliner, 1966 
161). Since then, similar pronoui 
ments have frequently been made, 
in 1961 the goal of surpassing the 
within the “current decade” (1961- 
was officially incorporated into 
Communist party program by K 
shchev and remained there until the 
cent revision, when it was repla 
by more general language (Com 
nist Party of the Soviet Union H 
p. 512; 1985, p. 9; Gregory Crossi 
1962). 

This powerful drive is apparently \ 
erated by a number of forces. Firs 
is doubtless a manifestation of the ten 
that builds up in a follower country 
tween the distance it has to trave 
reach economic modernization and 



